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HOUSING ACT OF 1954 





TUESDAY, MARCH 9, 1954 


Unirtep Srates SENATE, 
ComMItTTrEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call, in room P-63, United States 
Capitol, at 2 p. m., Senator Homer E. Capehart, chairman, presiding. 

Present: Senators Capehart, Bricker, Ives, Bennett, Beall, May- 
bank, Robertson, Sparkman, Frear, Douglas, and Lehman. 

The Cuarrman. The committee will please to come to order. 

I would like to read a statement, and then we will proceed with the 
hearing. 

There is no more important legislation pending before the Congress 
than the Housing Act of 1954. This is true in terms of better living 
fur millions of Americans, in terms of maintaining a high level of 
economic activity in this period of economic transition from what is 
substantially a wartime economy to what we expect to be a predom- 
inantly peacetime economy, in terms of establishing a basic housing 
policy for America for years to come. 

The bill is a very long and a very complicated one. It makes many 
fundamental changes in existing law. It raises many very basic 
economic, social, and political questions. There is much in this bill 
that I approve of, but there is much in it, which, frankly, I have not 
made up my mind about, and in saying this I believe I speak for all 
members of the committee. 

There have been few bills that have been presented to the Congress, 
where the hearings will play such an important role in determining 
the fate of the bill and its many provisions. 

Speaking for myself, I shall attempt to approach the problems 
that are presented by this legislation with great objectivity. I shall 
seek out the facts, the motivation, the reasons and the objectives that 
are the basis for the various provisions, amendments to them, or the 
objections to them. 

The fundamental question that I shall raise with respect to all 
the provisions, and the criterion I shall use in making my determina- 
tion with respect to the various provisions in the bill is, “Does this 
benefit the home buyer or the renter, and if so, how?” This commit- 
tee is very concerned on how and to what extent this bill will help 
the ordinary wage earner and low income person to acquire better 
living accommodations and a better environment in which to bring 
up their families. 

Every member of this committee is also concerned with the problem 
of helping to provide good and decent housing for our Negro citizens 
and other minority groups. Too long have these groups been on 
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the “outside” of a good housing program, and before I vote for any 
provisions in this bill, I shall have to be satisfied that a substantial 
volume of better housing will be provided for them. 

With this in mind, I am confident that the witnesses before this 
committee will help us make intelligent and constructive determina- 
tions. 

I want to take this opportunity to thank you, Mr. Cole, the Hous 
ng and Home Finance Agency Administrator, for the excellent job 
you have done in administering the various acts under your jurisdic- 
tion, and for your ceaseless and fruitful work in bringing to the 
Nation’s attention the problems that we must solve if we are to have 
a better housed and better living America. 

I think the work of the President’s Advisory Committee on Hous 
Ing helped our people, the President, and the Congress to understand 
better the very complicated and difficult problems that confront us 
in this field of housing ind mortgage finance. Many of their rec- 
ommendations were most constructive and others have provoked the 
thought and discussion which is so necessary if our democracy is to 
be truly effective in each of the important sectors of our economic and 
social life. 

Mr. Cole, I think you are to be complimented and congratulated for 
your direction of the President’s Advisory Committee, and for secur 
ing so much agreement and so much understanding on so many other 
wise controversial problems. I also want to express thanks to every 
member who served on that Committee and I welcome their views on 
the legislation we are now considering. 

At this point, I would like to ask permission to have printed a 
complete text of S. 2938, and also the text of the bill. S. 2889. intro- 
duced by Mr. Sparkman, and text of the bill, S. 2949, likewise intro 
duced by Mr. Sparkman, for himself and for many other Senators; 
also a copy of the summary of the housing bill, which was released 
by me in the form of a press release on Friday, February 12, 1954. 

[I think with a copy of the big bill, plus the two bills introduced by 
Senator Sparkman, and a summary of the housing bill, we will now be 
in a posit on to proceed with the he: rings. 


(S. 2889, S. 2938, S. 2949, and the summary referred to follow:) 


[S. 2889, 838d Cong., 2d sess.] 
4 BILL To expand and tend to June 30, 1955, the direct home and farmhouse loan 
ithority of the Admi trator of Veterans’ Affairs under title III of the Servicemen’s 
Readiustment Act of 1944 s amended, to make additional funds available therefor, and 


Be it enacted by the Senate and House of R presentatives of the United State 
of America in Congress assenitled, That the Servicemen’s Readjustment Act of 
1944, as amended, is hereby amended 

(a) By striking out of clause (C) of section 512 (b) “June 30, 1954” and 
inserting in lieu thereof “June 30, 1955": 

(b) By striking out of section 512 (d) “to any private lending institutio1 
evidencing ability to service loans” and inserting in lieu thereof “to any person 
or entity approved for such purpose by the Administrator” ; 

(c) By striking out of the first sentence of section 513 (a) “June 30, 1954” 
and inserting in lieu thereof “June 30, 1955”; 

(d) By striking out of the third sentence of section 513 (c) “June 30, 1955” 
and inserting in lieu thereof “June 30, 1956” ; 

(e) By striking out of the first sentence of section 513 (d) “June 30, 1954” 
and inserting in lieu thereof “June 30, 1955”: and, 

(f) By striking out of section 513 (d) the second time it appears the sum 
“$25,000,000” and inserting in lieu thereof the sum of $50,000,000.” 
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LS. 2038, Sed Cong., 2d sess. } 


BILL To aid in the provision and improvement of housing, the elimination and pre 
vention of slums, and the conservation and development of urban communities 


th 


Be it enacted by the Senate and House of Re presentatives of the United States 
na 


imerica in Congress assembled, That this Act may be cited as the “Housing Act 
1954.” 


job TITLE I—FEDERAL HOUSING ADMINISTRATION 








die AMENDMENTS OF TITLE I OF NATIONAL HOUSING At 
th 
Sec, 101. Section 2 (b) of the National Housing Act, as amended, is hereby 
ave onded 
(1) by striking out Clause numbered (1) and inserting the following: *(1) 
ys if the amount of such loan, advance of credit, or purchase exceeds $3,000' 
and (2) by striking out of clause numbered (2) the words “three years” and 
inserting “five years”; and 
(3) by striking out of the first proviso “$10,000 and having a maturity not 
rec- in excess of seven years” and inserting “$10,000 or $1,500 per family unit, 
the whichever is the greater, and having a maturity not in excess of ten years 
2 to Sec. 102. Section 2 (f) of said Act, as amended, is hereby amended by adding 
t following at the end thereof : “The necount heret fore established in connesr 
ul vith insurance operations under this section and identified in the accounting 
rds of the Federal Housing Administration as the Title I Claims Account 
for be terminated as of June 30, 1954, at which time all of the remaining assets 
ur ih account, together with deposits therein for the account of obligors, shall 
ansferred to and merged with the account established pursuant to this 
el section Moneys in the account established pursuant to this subsection not 
ery needed for the current operations of the Federal Housing Administration may 
on } invested in bonds or other obligations of, or in bonds or other obligations 
inteed as to principal and interest by, the United States.’ 

SI 103. Section S of said Act, as amended, is hereby amended by striking the 
: od at the end of subsection (a) and inserting a colon and the following 
ro d provided further, That no mortgage shall be insured under this section after 
ro e effective date of the Housing Act of 1954, except pursuant to a commitment 

rss nsure issued on or before such date.” 
ed 
AMENDMENTS OF TITLE II OF NATIONAL HOUSING ACT 
h Sec. 104. Section 208 (b) (2) of said Act, as amended, is hereby amended to 
ns das follows 
2) Involve a principal obligation (including such initial service charges 
ypraisal, inspection, and other fees as the Commissioner shall approve) in ar 
:) mount not to exceed $20,000 in the case of property upon which there is located 
velling designed principally for a one- or two-family residence ; or $27,500 in 
ase of a three-family residence : or $35,000 in the case of a four-family resi 
and not to exceed an amount equal to the sum of (i) OQ per centum of 
1 $8,000 of the appraised value (as of the date the mort¢age is accepted for insur 
nee and (ii) 75 per centum of such value in excess of $8,000: Provided, TI 
iortgagor shall have paid on account of the property at least 5 per centut 
such larger amount as the Commissioner may determine) of the Comm 
of er’s estimate of the cost of acquisition in cash or its equivalent: And provided 
ther, That such mortgage shall not involve a principal obligation exceeding 
1d the maximum amount prescribed by the provisions of this section 205 in effect 


rr to the effective date of the Housing Act of 1954, unless the President, pursi 
to section 201 of the Housing Act of 1954 has authorized a greater maximun 
unt, in which event such principal obligation shall not exceed such greater 
ximum amount.” 
1"? Sec. 105. Section 203 (hb) (3) of said Act, as amended, is hereby amended to 
id as follows: 


” (3) Have a maturity satisfactory to the Commissioner, but not to exceed, in 
ny event, thirty years from the date of the insurance of the mortgage: Provided, 
hat the maturity of any such mortgage shall not exceed the maximum maturity 
eseribed therefor by the provisions of this section 208 in effect prior to the 
m ffective date of the Housing Act of 1954, unless the President, pursuant to section 


01 of the Housing Act of 1954, has authorized a greater maturity, in which event 
the maturity of such mortgage shall not exceed such greater maturity 
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Sec. 106. Section 203 (b) (5) of said Act, as amended, is hereby amended to 
read as follows: 

“(5) Bear interest (exclusive of premium charges for insurance, and service 
charges if any) at not to exceed 5 per centum per annum on the amount of the 
principal obligation outstanding at any time, or not to exceed such per centum 
per annum not in excess of 6 per centum as the Commissioner finds necessary to 
meet the mortgage market.” 

Sec. 107. Section 208 (c) of said Act, as amended, is amended by striking out 
of the second sentence the word “Provided” and inserting: “Provided, That 
debentures presented in payment of premium charges shall represent obligations 
of the particular insurance fund to which such premium charges are to be 
credited: Provided further’. 

Sec. 108. Section 203 (d) of said Act, as amended, is hereby amended by strik- 
ing the period at the end thereof and inserting a colon and the following: “And 
provided further, That no mortgage shall be insured pursuant to this subsection 
after the effective date of the Housing Act of 1954, except pursuant to a com- 
mitment to insure issued on or before such date.” 

Sec. 109. Subsections (f) and (g) of section 203 of said Act, as amended, are 
hereby repealed. 

Sec. 110. Section 203 of said Act, as amended, is hereby further amended by 
adding the following new subsection at the end thereof: 

“(h) Notwithstanding any other provision of this section, the Commissioner 
is authorized to insure any mortgage which does not involve a principal obliga- 
tion in excess of $7,000 or in excess of 100 per centum of the appraised value of 
a property upon which there is located a dwelling designed principally for a 
single-family residence, where the mortgagor is the owner and occupant and 
establishes (to the satisfaction of the Commissioner) that his home which he 
occupied as an owner or as a tenant was destroyed or damaged to such an extent 
that reconstruction is required as a result of a flood, fire, hurricane, earthquake, 
storm, or other catastrophe which the President, pursuant to section 2 (a) of 
the Act entitled ‘An Act to authorize Federal assistance to States and local 
governments in major disasters and for other purposes’ (Public Law 875, Eighty- 
first Congress, approved September 30, 1950), as amended, has determined to be 
a major disaster.” 

Sec. 111. Section 204 (a) of said Act, as amended, is hereby amended— 

(1) by striking out of the third sentence the words “any mortgage insur- 
ance premiums paid after either of such dates” and inserting “any mortgage 
insurance premiums paid after either of such dates, any tax imposed by 
the United States upon any deed or other instrument by which said property 
was acquired by the mortgagee and transferred or conveyed to the Commnis- 
sioner” ; 

(2) by striking out of the second proviso the words “or under section 213 
of this Act,” and inserting the following: “or under section 213 of this Act, 
or with respect to any mortgage accepted for insurance under section 203 on 
or after the date of enactment of the Housing Act of 1954," ; and 

(3) by striking the period at the end thereof and inserting a colon and 
the following: “And provided further, That notwithstanding any require 
ment contained in this Act that debentures may be issued only upon acqui- 
sition of title and possession by the mortgagee and its subsequent convey 
ance and transfer to the Commissioner, and for the purpose of avoiding 
unnecessary conveyance expense in connection with payment of insurance 
benefits under the provisions of this Act, the Commissioner is authorized, 
subject to such rules and regulations as he may prescribe, to permit the 
mortgagee to tender to the Commissioner a satisfactory conveyance of 
title and transfer of possession direct from the mortgagor or other appro 
priate grantor and to pay the insurance benefits to the mortgagee which it 
would otherwise be entitled to if such conveyance had been made to the 
mortgagee and from the mortgagee to the Commissioner.” 

Sec. 112. Section 204 (d) of said Act, as amended, is hereby amended by 
striking out of the second sentence thereof the words “three years after the 1st 
day of July following the maturity date of the mortgage on the property in 
exchange for which the debentures were issued, except that debentures issued 
with respect to mortgages insured under section 213 shall mature twenty years 
after the date of such debentures” and inserting “ten years after the date 
thereof”. 

Sec. 113. Section 204 of said Act, as amended, is hereby amended by adding 
at the end thereof the following new subsection: 
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“(j) In the event that any mortgagee under a mortgage insured under sec- 
on 203 forecloses on the mortgaged preperty but does not convey such prop- 
erty to the Commissioner in accordance with this section, and the Commissioner 
3s given written notice thereof, or in the event that the mortgagor pays the 
bligation under the mortgage in full prior to the maturity thereof, and the 
mortgagee pays any adjusted premium charge required under the provisions of 
section 203 (c), and the Commissioner is given written notice by the mortgagee 
f the payment of such obligation, the obligation to pay any subsequent pre- 
um charge for insurance shall cease, and all rights of the mortgagee and the 
rtgagor under this section shall terminate as of the date of such notice.” 

Sec. 114. Section 205 of said Act, as amended, is hereby amended to read as 
follows: 

“Sro. 205. (a) The Commissioner shall establish as of July 1, 1954, in the 
Mutual Mortgage Insurance Fund a General Surplus Account and a Partici- 
pating Reserve Account. All of the assets of the General Reinsurance Account 

ll be transferred to the General Surplus Account whereupon the General 
Reinsurance Account shall be abolished. There shall be transferred from the 
various group accounts to the Participating Reserve Account as of July 1, 1954, 
n amount equal to the aggregate amount which would have been distributed 

ler the provisions of section 205 in effect on June 30, 1954, if all outstanding 

ortgages in such group accounts had been paid in full on said date. All of 
he remaining balances of said group accounts shall as of said date be trans- 
rred to the General Surplus Account whereupon all of said group accounts 
shall be abolished. 

“(b) The aggregate net income thereafter received or any net loss thereafter 
sustained by the Mutual Mortgage Insurance Fund in any semiannual period 
shall be credited or charged to the General Surplus Account and/or the Par- 
ticipating Reserve Account in such manner and amounts as the Commissioner 

determine to be in accord with sound actuarial and accounting practice 

“(c) Upon termination of the insurance obligation of the Mutual Mortgage 
Insurance Fund by payment of any mortgage insured thereunder, the Commis- 

ner is authorized to distribute to the mortgagor a share of the Participating 
Reserve Account in such manner and amount as the Commissioner shall de 
termine to be equitable and in accordance with sound actuarial and accounting 
practice: Provided, That, in no event, shall any such distributable share exceed 
he aggregate scheduled annual premiums of the mortgagor to the year of ter- 
mination of the insurance. 

“(d) No mortgagor or mortgagee of any mortgage insured under section 
203 shall have any vested right in a credit balance in any such account or be 
subject to anv liability arising out of the mutuality of the Fund and the deter- 

ination of the Commissioner as to the amount to be paid by him to any mort- 
gagor shall be final and conclusive.” 

See. 115. Section 207 (c) of said Act, as amended, is hereby amended— 

(1) by inserting after the first proviso in paragraph numbered (2) the 
following: “Provided further, That nothing contained in this section shall 
preclude the insurance of mortgages covering existing construction 
located in slum or blighted areas, as defined in paragraph numbered (5) of 
subsection (a) of this section, and the Commissioner may require such 
repair or rehabilitation work to be completed as is, in his discretion, neces- 
sary to remove conditions detrimental to safety, health, or morals:”: 

(2) by striking out the word “Alaska” in paragraph numbered (2) and 
inserting “Alaska, or in Guam,”; and 

(3) by striking out paragraph numbered (3) and inserting the following: 

“(3) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,000 per room (or $7,200 per family unit if 
the number of rooms in such property or project does not equal or exceed 
four per family unit) : Provided, That as to projects to consist of elevator 
type structures, the Commissioner may, in his discretion, increase the dollar 
amount limitation of $2,000 per room to not to exceed $2,400 per room and 
the dollar amount limitation of $7,200 per family unit to not to exceed 
$7,500 per family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator type structures of sound standards 
of construction and design: And provided further, That such mortgage shall 
not involve a principal obligation exceeding the maximum amount prescribed 
by the provisions of this section 207 in effect prior to the effective date of 
the Housing Act of 1954, unless the President, pursuant to section 201 of the 
Housing Act of 1954 has authorized a greater maximum amount, in which 
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event such principal obligation shall not exceed such greater maximum 
amount.” 

Sec. 116. Section 207 (d) of said Act, as amended, is hereby amended by 
inserting the words “of the Housing Insurance Fund” between the words “deben- 
tures” and “issued” in the first sentence of such section 

Sec. 117. Section 207 (h) of said Act, as amended, is hereby amended by 
striking out the period at the end of the first sentence and adding the following: 
“and a reasonable amount for necessary expenses incurred by the mortgagee 
in connection with the foreclosure proceedings, or the acquisition of the mort- 
gaged property otherwise, and the conveyance thereof to the Commissioner.” 

Sec. 118. Section 212 (a) of said Act, as amended, is hereby amended, by in- 
serting at the end thereof the following new sentence: “The provisions of this 
section shall also apply to the insurance of any mortgage under section 220 
which covers property on which there is located a dwelling or dwellings designed 
principally for residential use for twelve or more families.” 

Sec. 119. Section 213 (b) of said Act, as amended, is hereby amended by 
striking clauses (1) and (2) and inserting: 

“(1) not to exceed $5,000,000, or not to exceed $25,000,000 if the mortgage 
is executed by a mortgagor regulated or supervised under Federal or State 
laws or by political subdivisions of States or agencies thereof, as to rents, 
charges, and methods of operation ; and 

‘(2) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,250 per room (or $8,100 per family if the 
number of rooms in such property or project does not equal or exceed four 
per family unit), and not to exceed 90 per centum of the estimated value of 

t when the proposed improvements are completed: 
Provided, That if t 65 per centum of the membership of the corpora 
tion or number of beneficiaries of the trust consists of veterans. the mortgage 
may involve a principal obligation not to exceed $2,375 per room (or $8,550 
per family unit if the number of rooms in such property or project does not 
equal or exceed four per family unit), and not to exceed 95 per centum of 
the estimated value of the property or project when the proposed physical 
improvements are completed: Provided further, That as to projects which 
consist of elevator type structures, and to compensate for the higher costs 
incident to the construction of elevator type structures of sound standards 
of construction and design, the Commissioner may, in his discretion, increase 
the aforesaid dollar amount limitations per room or per family unit (as may 
be applicable to the particular case) within the following limits: (i) $2,250 
per room to not to exceed $2,700; (11) $2,575 per room to not to exceed $2,850: 
(iii) $8,100 per family unit to not to exceed $8,400; and (iv) $8,550 per 
family unit to not to exeeed $8,900: Provided further, That such mortgage 
Shall not involve a principal obligation exceeding the maximum amount per 
room or per family unit prescribed by the provisions of this section 213 in 
effect prior to the effective date of the Housing Act of 1954, unless the Presi 
dent, pursuant to section 201 of the Housing Act of 1954 has authorized a 
greater maximum amount, in which event such principal obligation shall 
not exceed such greater maximum amount: And provided further, That for 
the purposes of this section the word ‘veteran’ shall mean a person who has 
served in the active military or naval service of the United States at any 
time on or after September 16, 1940, and prior to July 26. 1947, or on or 
after .Jnne 27, 1950, and prior to such date thereafter as shall be determined 
by the President.” 

Sec. 120. Section 2183 (f) of said Act, as amended, is hereby amended by 

striking the last sentence thereof ? 


vi 
he property or 











Sec. 121. Soction 217 of said Act, as amended, is hereby amended to read, as 


“Sree. 217. Notwithstanding limitations contained in any other section of this 
\ct on the aggregate amount of principal obligations of mortgages or loans which 
mav be insured (or insured and outstanding at any one time). the aggregate 
amount of principal obligations of all mortgages which may be insured and 
outstanding at any one time under insurance contracts or commitments to insure 
pursnant to any section or title of this Act (except section 2) shall not exceed the 
sum of (a) the outstanding principal balances, as of July 1, 1954, of all insured 
mortgages (as estimated by the Commissioner based on scheduled amortization 
payments without taking into account prepayments or delinquencies), (b) the 


principal amount of all outstanding commitments to insure on that date. and 
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¢) $1,500,000,000, except that with the approval of the President such aggre 


ite amount may be increased by not to exceed $500,000,000 
It is the intent and purpose of this section to consolidate and merge all exist 


ng mortgage insurance authorizations or existing limitations with respect to any 
tion or title of this Act (except section 2) it one general insurance authori 
tion to take the place of all existing authorizations or limitations.” 

Si 122. Section 219 of said Act, as amended, is hereby amended by striking out 
he words “or the Defense Housing Insurance Fun and inserting “the Defense 
Housing Insurance Fund, or the Section 220 Housing Insurance Fund,” 

SEC. 125 itle II of said Act, as mended s hereby amended by adding at th 


end thereof the following new sections 


“REHABILITATION AND NEIGH HOOD CONSERVATION HOUSING INSURANCI 
Sec. 220. (a) The purpose of this section is to supplement the insurance of 
mortgages under sections 208 and 207 of this title by providing a system of mort 
ge insurance to provide financial assistance n the rehabilitation of existing 
welling accommodations and the constru 1 of new dwelling accommodations 
an aid in the elimination of blight and slum conditions and in the prevention 
he deterioration of property located in an urban renewal area (as defined in 
| of the Housing Act of 1949, a mended) in a community respecting which 
the Housing and Home Finance Adiniinstrator has made the certification to the 


Commissioner provided for by subsection 101 (c) of the Housing Act of 1949, as 





ended 
b) The Commissioner is authorized, upon application by the mortgagee, to 
ire, as hereinafter provided, any mortgage (inclu ling advances during cot 
ruction on mortgages covering property of the character described in parang h 
(B) of subsection (d) of this section) which is eligible for insu ee 
hereinafter provided, and, upon such terms and conditions as he may prescribe 
make comimtinents for the i rance of chon tgages prior to the dat f 
execution or disburse t thereo P i, That t property covere 
the mortgage is in an url rene re referred to in subsection (a) of tl 
ection 
c) As used in this section, the terms ‘n tgage first mortgage’, ‘mortgagee 
rtgagor’, ‘maturity date’, and ‘State hall have the same meaning as in se 
on 201 of this Act 
d) To be eligible for insurance under this section a mortgage shall meet 
following conditions 
1) The mortgaged property shall be located in a delineated area (witl 
urban renewal area as defined in title I of the Housing Act of 1949, as amen 
d) with respect to which delineated area a specific plan of rehabilitation and 
mservation has been established to carry out the purposes set forth i: bh 
ection (a) of this section: Prorided, That n the opinion of the Commissioner 
there exists necessary authority and finan | capacity to assure the com 
etion of such plan and (ii) such plan will be effective to assure compliar 
th such standards and conditions as the Commissioner may prescribe to estab 
sh the acceptability of such property for mortgage insurance 
2) The mortgaged property shall be held by 
“(A) a mortgagor approved by the Commissioner, and the Commissions 
may in his discretion require such mortgagor to be regulated or restricted 
as to rents or sales, charges, capital structure, rate of return and h 


ods of operation, and for such purposes the Commissioner may make such 
contracts with and acquire for not to exceed $100 stock or interest in 
such mortgagor as the Commissioner mav deem necessa v to render ¢ 
such restriction or regulations Such stock or interest shall be paid 
of the Section 220 Housing Tnsurance Fund and shall be redeemed by the 
mortgagor at par upon the termination of all obligations of the cor 
missioner under the insurance; or 

“(B) by Federal or State instrumentalities, municipal corporate instr 
mentalities of one or more States. or limited dividend or redeve ment 


or housing corvorations restricted by Federal or State laws or regulatio: 


f State bankine or insurance departments as to rents, charges, capi 

structure, rate of return, or methods of operation 

(3) The mortgage shall involve a principal obligation (ineluding such it 
al service charges, appraisal, inspection and other fees as the Commis ney 


shall approve) in an amount 
14750—54—pt. 1 2 
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“(A) not to exceed $20,000 in the case of property upon which there is 
located a dwelling designed principally for a one- or two-family residence ; or 
$27,500 in the case of a three-family residence; or $35,000 in the case of a 
four-family residence; or in the case of a dwelling designed principally for 
residential use for more than four families (but not exceeding such additional 
number of family units as the Commissioner may prescribe) $35,000 plus 
not to exceed $7,000 for each additional family unit in excess of four located 
on such property; and not to exceed an amount equal to the sum of (i) 95 
per centum of $8,000 of the appraised value (as of the date the mortgage is 
accepted for insurance) and (ii) 75 per centum of such value in excess of 
$8,000: Provided, That such mortgage shall not involve a principal obligation 
exceeding the maximum amount prescribed by the provisions of section 203 in 
effect prior to the effective date of the Housing Act of 1954, unless the Presi- 
dent, pursuant to section 201 of the Housing Act of 1954 has authorized a 
greater maximum amount, in which event such principal obligation shall not 
eed such greater maximum amount; or 

“(B) (i) not to exceed $5,000,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2) (LB) of this subsection (d), not to 
exceed $50,000,000; and 

“(ii) not to exceed 90 per centum of the estimated value of the property 
or project when the proposed improvements are completed (the value of the 
property or project may include the land, the proposed physical improve- 
ments, utilities within the boundaries of the property or project, architect’s 
fees, taxes, and interest during construction, and other miscellaneous charges 
incident to construction and approved by the Commissioner) ; and 

“(iii) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,250 per room (or $7,200 per family unit if 
the number of rooms in such property or project does not equal or exceed four 
per family unit): Provided, That as to projects to consist of elevator-type 
structures, the Commissioner may, in his discretion, increase the dollar 
amount limitation of $2,250 per room to not to exceed $2,700 per room and 
the dollar amount limitation of $7.200 per family unit to not to exceed $7,500 
per family unit, as the case may be, to compensate for the higher costs inci- 
dent to the construction of elevator-type structures of sound standards of 
construction and design: Provided further, That a mortgage coming within 
the provisions of this paragraph (3) (B) shall not involve a principal obli- 
gation exceeding the maximum amount prescribed by the provisions of section 
207 in effect prior to the effective date of the Housing Act of 1954, unless the 
President, pursuant to section 201 of the Housing Act of 1954 has authorized 
a greater maximum amount, in which event such principal obligation shall 
not exceed such greater maximum amount: And provided further, That noth- 
ing contained in part (B) shall preclude the insurance of mortgages covering 
existing multifamily dwellings to be rehabilitated or reconstructed for the 
purposes set forth in subsection (a) of this section. 

“(4) The mortgage shall provide for complete amortization by periodic pay- 
ments within such terms as the Commissioner may prescribe, but as to mortgages 
coming within the provisions of paragraph (8) (A) of this subsection (d) not 
to exceed the maximum maturity prescribed by the provisions of section 203 in 
effect prior to the effective date of the Housing Act of 1954, unless the President, 
pursuant to section 201 of the Housing Act of 1954, has authorized a greater 
maturity, in which event the maturity of such mortfage shall not exceed such 
greater maturity: Provided, That such maturity shall not exceed, in any event, 
thirty years from the date of insurance of the mortgage. The mortgage shall bear 
interest (exclusive of premium charges for insurance and service charge, if any) 
at not to exceed 5 per centum per annum on the amount of the principal obligation 
outstanding at any time, or not to exceed such per centum per annum not in excess 
of 6 per centum as the Commissioner finds necessary to meet the mortgage market; 
contain such terms and provisions with respect to the application of the mort- 
gagor’s periodic payment to amortization of the principal of the mortgage, insur- 
ance, repairs, alterations, payment of taxes, default reserves, delinquency charges, 
foreclosure proceedings, anticipation of maturity, additional and secondary liens, 
and other matters as the Commissioner may in his discretion prescribe. 

“(e) The Commissioner may at any time, under such terms and conditions as 
he may prescribe, consent to the release of the mortgagor from his liability under 
the mortgage or the credit instrument secured thereby, or consent to the release of 
parts of the mortgaged property from the lien of the mortgage. 






he 


ee eae 


: 


HOUSING ACT OF 1954 9 


“(f) The mortgagee shall be entitled to receive the benefits of the insurance as 
hereinafter provided— 

“(1) as to mortgages meeting the reqiurements of paragraph (3) (A) of 
subsection (d) of this section, as provided in section 204 (a) of this Act with 
respect to mortgages insured under section 203; and the provisions of sub- 
sections (b) (ec), (d), (e), (f), (g), and (h) of section 204 of this Act shall 
be applicable to such mortgages insured under this section, except that all 
references therein to the Mutual Mortgage Insurance Fund or the Fund shall 
be construed to refer to the Section 220 Housing Insurance Fund and all refer 
ences therein to section 208 shall be construed to refer to this section; or 

“2) as to mortgages meeting the requirements of paragraphs (3) (B) of 
subsection (d) of this section, as provided in section 207 (g) of this Act with 
respect to mortgages insured under said section 207, and the provisions of 
subsections (h), (i), (j), (k), and (1) of section 207 of this Act shall be 
applicable to such mortgages insured under this section, and all references 
therein to the Housing Insurance Fund or the Housing Fund shall be construed 
to refer to the Section 220 Housing Insurance Fund. 

“(g¢) There is hereby created a Section 220 Housing Insurance Fund which 
shall be used by the Commissioner as a revolving fund for carrying out the pro- 
visions of this section, and the Commissioner is hereby authorized to transfer to 
such Fund the sum of $1,000,000 from the War Housing Insurance Fund estab- 
lished pursuant to the provisions of section 602 of this Act. General expenses of 
operation of the Federal Housing Administration under this section may be 
charged to the Section 220 Housing Insurance Fund. 

“Moneys in the Section 220 Housing Insurance Fund not needed for the current 
operations of the Federal Housing Administration under this section shall be 
deposited with the Treasurer of the United States to the credit of such Fund, or 
invested in bonds or other obligations of, or in bonds or other obligations guar- 
anteed as to principal and interest by, the United States. The Commissioner may, 
with the approval of the Secretary of the Treasury, purchase in the open market 
debentures issued under the provisions of this section. Such purchases shall be 
made at a price which will provide an investment yield of not less than the yield 
obtainable from other investments authorized by this section. Debentures so 
purchased shall be canceled and not reissued. 

“Premium charges, adjusted premium charges, and appraisal and other fees 
received on account of the insurance of any mortgage accepted for insurance 
under this section, the receipts derived from the property covered by such mort- 
gage and claims assigned to the Commissioner in connection therewith shall be 
credited to the Section 220 Housing Insurance Fund. The principal of, and 
interest paid and to be paid on debentures issued under this section, cash adjust- 
ments, and expenses incurred in the handling, management, renovation, and dis- 
posal of properties acquired under this section shall be charged to such Fund. 

“Sec, 221. (a) This section is designed to supplement systems of mortgage in- 
surance under other provisions of the National Housing Act in order to assist in 
relocating families to be displaced as the result of governmental action in a 
community respecting which the Housing and Home Finance Administrator has 
made the certification to the Commissioner provided for by subsection 101 (c) 
of the Housing Act of 1949, as amended. Mortgage insurance under this section 
shall be available only in those localities or communities which shall have 
requested such mortgage insurance to be provided: Provided, That the Com- 

missioner shall prescribe such procedures as in his judgment are necessary to 
secure to the families to be so displaced, referred to above, a preference or pri- 
ority of opportunity to purchase or rent such dwelling units: And provided 
further, That the total number of dwelling units in properties covered by mort- 
gages insured under this section in any such commounity shall not exceed the 
total number of such dwelling units which the Commissioner determines to be 
needed for the relocation of families to be so displaced and who would be eligible 
to obtain the benefits of the insurance authorized by this section. 

“(b) The Commissioner is authorized, upon application by the mortgagee, to 
insure under this section as hereinafter provided any mortgage which is eligible 
for insurance as provided herein and, upon such terms and conditions as the 
Commissioner may prescribe, to make commitments for the insurance of such 
mortgages prior to the date of their execution or disbursement thereon. 

“(c) As used in this section, the terms ‘mortgage’, ‘first mortgage’, ‘mort- 
gagee’, ‘mortgagor’, ‘maturity date’ and ‘State’ shall have the same meaning as 
in section 201 of this Act. 
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d) To be eligible for insurance under this section, a mortgage shall 

(1) have been made to and be held by a mortgagee approved by the Com- 
missioner as responsible and able to service the mortgage properly ; 

(2) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) 
in an amount not to exceed $7,000, and not to exceed 100 per centum of the 
appraised value (as of the date the mortgage is accepted for insurance) of 
a property, upon which there is located a dwelling designed principally for 
a single-family residence: Provided, That the mortgagor shall be the owner 
and occupant of the property at the time of the insurance and shall have 
paid on account of the property at least $200 (which amount may include 
amounts to cover settlement costs and initial payments for taxes, hazard 
insurance, mortgage insurance premium, and other prepaid expenses) : Pro 

ided further, That nothing contained herein shall preclude the Commissioner 
from issuing a commitment to insure and insuring a mortgage pursuant 
thereto where the mortgagor is not the owner and occupant and the property 
is to be built for sale and the insured mortgage financing is required to 
facilitate the construction of the dwelling and provide financing pending 
the subsequent sale thereof to a qualified owner-occupant, and in such in 
stances the mortgage shall not exceed 85 per centum of the appraised value; 





) if executed by a mortgagor which is a nonprofit corporation or asso 
ciation or other acceptable nonprofit organization, regulated or supervised 
under Federal or State laws or by political subdivisions of State or agencies 
thereof, as to rents, charges, and method of operation, in such form and in 
such manner, as, in the opinion of the Commissioner, will effectuate the pm 
poses of this section, the mortgage may involve a principal obligation not 
in excess of $5,000,000; and not in excess of $7,000 per family unit for 
such part of such property or project as may he attributable to dwelling use, 
and not in excess of 100 per centum of the Commissioner’s estimate of the 
value of the property or project when repaired and rehabilitated for use 
as rental accommodations for ten or more families eligible for occupancy 
as provided in this section; and 

“(4) provide for complete amortization by periodic payments within such 
terms as the Commissioner may prescribe, but not to exceed forty years from 
the date of insurance of the mortgage; bear interest (exclusive of premium 
charges for insurance and service charge, if any) at not to exceed 5 per 
centum per annum on the amount of the principal obligation outstanding 
at any time, or not to exceed such per centum per annum not in excess of 
6 per centum as the Commisioner finds necessary to meet the mortgage 
market; and contain such terms and provisions with respect to the applica 
tion of the mortgagor's periodic payment to amortization of the principa 
of the mortgage, insurance, repairs, alterations, payment of taxes, default 
reserves, delinquency charges, foreclosure proceedings, anticipation of mu 
turity, additional and secondary liens, and other matters as the Commis 
sioner may in his discretion prescribe 
e) The Commissioner may at anv time, under such terms and conditions 
e may prescribe, consent to the release of the mortgagor from his liability 





under the mortgage or the credit instrument secured thereby, or consent to the 
release of parts of the mortgaged property from the lien of the mortgage. 


“(f) The property or project shall comply with such standards and conditions 
as the Commissioner may prescribe to establish the acceptability of such property 
for mortgage insurance 

~ae The mort gee shall be entitled to receive the benefits of the insurance as 


here 


inafter provided 

‘(1) as to mortgages meeting the requirements of paragraph (2) of sub 
section (d) of this section, as provided in section 204 (a) of this Aet with 
respect to mortgages insured under section 203; and the provisions of sub 
section b) ), (dad), (e), (ff), (2), and (h) of section 204 of this Act 
shall be applicable to such mortgages insured under this section, except 
that all references therein to the Mutual Mortgage Insurance Fund or the 
Fund shall be «« nstrued to refer to the Seetion 221 Housing Insurance Fund 
and all references therein to section 203 shall be construed to refet’to this 


Se¢ 





‘(2) as to mortgages meeting the requirements of paragraph (3) of 
subsection (d) of this section, as provided in section 207 (g¢) of this Act 


with respect to mortgages insured under said section 207, and the pro 
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visions of subsections (h), (i), (j), (kK), and (1) of section 207 of this Act 
shall be applicable to such mortgages insured under this section, and all 
references therein to the Housing Insurance Fund or the Housing Fund shall 
be construed to refer to the Section 221 Housing Insurance Fund; or 
“(3) in the event any mortgage insured under this section is not in 
default at the expiration of twenty years from the date the mortgage was 
endorsed for insurance, the mortgagee shall, within a period thereafter to 
be determined by the Commissioner, have the option to assign, transfer, and 
deliver to the Commissioner the original credit instrument and the mort- 
age securing the same and receive the benefits of the insurance as here 
fter provided in this paragraph, upon compliance with such requirements 
nd conditions as to the validity 
ther matters as may be prescribe 





mortgage as a first lien and such 


the Commissioner at the me the 





“un is endorsed for insurance such assignment, transfer, and de 
ery the obligation of the mortgagee to pay the premium charges for 


nsurance shall cease, and the Commissioner shall, subject to the cash 


djustment provided herein, issue to the mortgagee debenturt having a 
otal face value equal to the amount of the original principal obligation of 
the mortgage which was unpaid on the date of the assignment, plus accrued 

erest t uch date. Debentures issued pursuant to this pat aph (3) 





shall be issued in the same manner and subject to the same terms and 
onditions as debentures issued under paragraph (1) of this subsectio 
except that the debentures issued pursuant to this paragraph (35) shall be 


ited as of the date the mortgage is assigned to the Commissioner, and 





late at the going Federal rate determined at 
the time of issuance. The term “going Federal rate” as used herein means 
innual rate of interest which the Secretary of the Treasury shall 
specify as applicable to the six-month period (consisting of January through 
une or July through December) which inciudes the issuance date of such 


ha ear interest from such ¢ 








tures, Which applicable rate for each such six-month period shall 
be determined by the Secretary of the Treasury by estimating the average 
vield to maturity, on the basis of daily closing market bid quotations or 
the month of May or the month of November, as the case may 
2, next preceding such six-month period, on all outstanding marketable 
obligations of the United States having a maturity date of eight to twelve 
years from the first day of such month of May or November, and by adjust 


mices durin: 


ing such estimated average annual yield to the nearest one-eighth of 1 per 
entum The Commissioner shall have the same authority with respect to 
mortgages assigned to him under this paragraph as contained in section 
LOT (k) and section 207 (1) as to mortgages insured by the Commissioner 
l assigned to him under section 207 of this Act. 

(h) There is hereby created a Section 221 Housing Insurance Fund which 


ve used by the Commissioner as a revolving fund for carrying out the 





sions of this section, and the Commissioner is hereby authorized to transfer 


such Fund the sum of $1,000,000 from the War Housing Insurance Fund 
established pursuant to the provisions of section 602 of this Act. General ey 
pense OL Ope ration of the Federal Housing Administration under this section 

ay be charged to the Section 221 Housing Insurance Fund 

“Moneys in the Section 221 Housing Insurance Fund not needed for the 
current operations of the Federal Housing Administration under this section 
shall be deposited with the Treasurer of the United States to the credit of such 
fund, or invested in bonds or other obligations of, or in bonds or other obliza- 
tions guaranteed as to principal and interest by, the United States. The Com 
missioner may, with the approval of the Secretary of the Treasury, purchase 
in the open market debentures issued under the provisions of this section. Such 
purchases shall be made at a price which will provide an investment yield of not 
ess than the yield obtainable from other investments authorized by this section. 
Debentures so purchased shall be canceled and not reissued 

“Premium charges, adjusted premium charges, and appraisal and other fees 
received on account of the insurance of any mortgage accepted for insurance 
under this section, the receipts derived from the property covered by such mort 
gage and claims assigned to the Commissioner in connection therewith shall 
be credited to the Section 221 Housing Insurance Fund. The principal of, and 
nterest paid and to be paid on debentures issued under this section, cash ad 
justments and expenses incurred in the handling, management, renovation, and 
disposal of properties acquired under this section shall be charged to such 
Fund.” 
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Sec. 124. Title II of said Act, as amended, is hereby further amended by 
adding at the end thereof the following new section to transfer to title II the 
mortgage insurance program in connection with the sale of certain publicly 
owned property as contained in section 610 of title VI; the insurance of mort- 
gages to refinance existing loans insured under section 608 of title VI and 
sections 903 and 908 of title IX; and to authorize the insurance under title II 
of mortgages assigned to the Commissioner under insurance contracts and mort- 
gages held by the Commissioner in connection with the sale of property ac- 
quired under insurance contracts: 


“MISCELLANEOUS HOUSING INSURANCE 


“Sec. 222. (a) Notwithstanding any of the provisions of this title, and without 
regard to limitations upon eligibility contained in section 203 or section 207, 
the Commissioner is authorized, upon application by the mortgagee, to insure 
or make commitments to insure under section 208 or section 207 of this title any 
mortgage 

(1) executed in connection with the sale by the Government, or any 
agency or official thereof, of any housing acquired or constructed under 
Public Law 849, Seventy-sixth Congress, as amended; Public Law 781, 
Seventy-sixth Congress, as amended; or Public Laws 9, 73, or 353, Seventy- 
seventh Congress, as amended (including any property acquired, held, or 
constructed in connection with such housing or to serve the inhabitants 
thereof) ; or 

(2) executed in connection with the sale by the Public Housing Admin- 
istration, or by any public housing agency with the approval of the said Ad- 
ministration, of any housing (including any property acquired, held, or 
constructed in connection with such housing or to serve the inhabitants 
thereof) owned or financially assisted pursuant to the provisions of Public 
Law 671, Seventy-sixth Congress; or 

(3) executed in connection with the sale by the Government, or any 
agency or Official thereof, of any of the so-called Greenbelt towns, or parts 
thereof, including projects, or parts thereof, known as Greenhills, Ohio; 
Greenbelt, Maryland; and Greendale, Wisconsin, developed under the 
Emergency Relief Appropriation Act of 1935, or of any of the village 
properties under the jurisdiction of the Tennessee Valley Authority ; or 

(4) executed in connection with the sale by a State or municipality, or 
an agency, instrumentality, or political subdivision of either, of a project 
consisting of any permanent housing (including any property acquired, 
held, or constructed in connection therewith or to serve the inhabitants 
thereof), constructed by or on behalf of such State, municipality, agency, 
instrumentality, or political subdivision, for the occupancy of veterans of 
World War II, or Korean veterans, their families, and others; or 

(5) executed in connection with the first resale, within two years from the 
date of its acquisition from the Government, of any portion of a project or 
property of the character described in paragraphs (1), (2), and (3) above; 
or 

(6) given to refinance an existing mortgage insured under section 608 of 
title VI prior to the effective date of the Housing Act of 1954 or under 
section 903 or section 908 of title IX: Provided, That the principal amount 
of any such refinancing mortgage shall not exceed the original principal 
amount or the unexpired term of such existing mortgage and shall bear 
interest at a rate not in excess of the maximum rate applicable to loans 
insured under section 203 or section 207, as the case may be, except that in 
any case involving the refinancing of a loan insured under section 608 or 
908 in which the Commissioner determines, that the insurance of a mort- 
gage for an additional term will inure to the benefit of the applicable in- 
surance fund, taking into consideration the outstanding insurance liability 
under the existing insured mortgage, such refinancing mortgage may have 
a term not more than twelve years in excess of the unexpired term of such 
existing insured mortgage: Provided, That a mortgage of the character 
described in paragraph (1), (2), (8), (4), or (5) shall have a maturity 
satisfactory to the Commissioner, but not to exceed the maximum term 
applicable to loans insured under section 203 or section 207, as the case 
may be, and shall involve a principal obligation (including such initial 
service charges, appraisal, inspection, and other fees as the Commissioner 
shall approve) in an amount not exceeding 90 per centum of the appraised 
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value of the mortgaged property, as determined by the Commissioner, and 
bear interest (exclusive of premium charges and service charges, if any) at 
not to exceed the maximum rate applicable to loans insured under section 
203 or section 207, as the case may be. 

“(b) The Commissioner shall also have authority to insure under this title 
any mortgage assigned to him in connection with payment under a contract 
f mortgage insurance or executed in connection with the sale by him of any 
property acquired under title I, title II, title VI, title VIII, or title IX without 
regard to any limitation upon eligibility contained in this title IT.” 

Sec. 125. Title II of said Act, as amended, is hereby amended by adding at the 
nd thereof the following new sections: 


“INTEREST RATES AND MORTGAGE TERMS 


one 


“Src. 223. The Commissioner shall make such rules and regulations in con- 
nection with his functions under this Act as may be necessary to carry out limi- 
tations relating thereto established by the President pursuant to the authority 
vested in him by section 201 of the Housing Act of 1954. 


“OPEN-END MORTGAGES 


“Sec, 224. Notwithstanding any other provisions of this Act, in connection 
vith any mortgage insured pursuant to any section of this Act which covers a 
property upon which there is located a dwelling designed principally for resi- 
dential use for not more than four families in the aggregate, the Commissioner 
is authorized, upon such terms and conditions as he may prescribe, to insure under 
said section the amount of any advance for the improvement or repair of such 
property made to the mortgagor pursuant to an ‘open-end’ provision in the 

ortgage, and to add the amount of such advance to the original principal 
obligation in determining the value of the mortgage for the purpose of computing 
the amounts of debentures and certificate of claim to which the mortgagee may 
be entitled: Provided, That the Commissioner may require the payment of such 
charges, including charges in lieu of insurance premiums, as he may consider 
appropriate for the insurance of such ‘open-end’ advances: And provided fur- 
ther, That the insurance of ‘open-end’ advances shall not be taken into account 
n determining the aggregate amount of principal obligations of mortgages which 

ay be insured under this Act.” 


ADDITIONAL AMENDMENTS RELATING TO FEDERAL HOUSING ADMINISTRATION 


Sec. 126. Title VI of said Act, as amended, is hereby amended by adding the 
following new section at the end thereof: 

“Sec, 612. Notwithstanding any other provision of this title, no mortgage or 
oan shall be insured under any section of this title after the effective date of the 
Housing Act of 1954 except pursuant to a commitment to insure issued on or 
efore such date.” 

Sec. 127. Title VII of said Act, as amended, is hereby repealed. The Housing 
Investment Insurance Fund established to carry out the purposes of said title 
shall be terminated as of the effective date of the Housing Act of 1954, at which 

me all of the remaining assets of such Fund, shall be transferred to the National 
Defense Housing Insurance Fund. The amount remaining of funds appropri- 
ated to the Secretary of the Treasury by the Supplemental Appropriation Act, 
1949 (Public Law 904, Eightieth Congress), to be made available to the said 
Housing Investment Insurance Fund shall be carried to the surplus fund of the 
lreasury. 

Sec. 128. Section 803 (a) of said Act, as amended, is amended by striking 
out “July 1, 1954” and substituting therefor “June 30, 1955.” 

Sec. 129, Section 104 of the Defense Housing and Community Facilities and 
Services Act of 1951, as amended, is hereby amended by striking out the material 

ithin the parentheses in clause (a) and substituting therefor “except pursuant 

a commitment to insure issued on or before such date.” 


TITLE II—HOME MORTGAGE INTEREST RATES AND TERMS 


Sec. 201. On the basis of reviews, which shall be made from time to time at 
the request of the President by officers of the Federal Government designated 
by him, of conditions affecting the mortgage investment market (including ecur- 
rent market yields on comparable investments such as long-term obligations of 
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the United States and of States and municipalities and long-term corporate 
bonds), and after taking into consideration conditions in the building industry 
and the national economy, the President is hereby authorized, without regard 
to any other provision of law except provisions hereafter enacted expressly in 
limitation hereof, to establish from time to time 
maximum rates of interest (exclusive of premium charges for 
insural and service charges, if any) for various Classifications of resi 
ential mortgage loans insured or guaranteed or made under the National 
Housing Act, as amended, or the Servicemen’s Readjustment Act of 1944, as 
mended: Provided, That no st imum rate of interest shall, at the time 
per centum plus the annual rate 
‘ terest determined by the Secretary of the Treasury, at the request of 
President, by estimating the average vield to maturity, on the basis of 
daily closing market bid quotations or prices during the calendar month 
xt preceding the establishment of such maximum rate of interest, on all 











outstanding marketable obligations of the United States having a maturity 
date of fifteen years or more from the tirst day of such next preceding 
nth, and by adjusting such estimated average annual yield to the nearest 
one ighth of 1 per centum ; 
(2) the maximum financing charges for various classifications of loans as 
to which financial institutions are insured against losses under title I of 
the National Housing Act, as amended; 


(3) the rate of interest for debentures issued under the National Housing 
Act, as amended, in connection with defaults upon mortgages insured there- 
under: Provided, That no such rate shall, at the time established by the 
President, exceed the annual rate of interest determined by the Secretary 
of the Treasury in the manner set forth in numbered clause (1) of this 
section: 

(4) the maximum fees and charges permitted to cover the costs of the 
origination of, including the ecsts of supervision of non-Government assisted 
construction loan disbursements in connection with, residential mortg: ge 
loans insured or guaranteed under the National Housing Act, as amended, 
or the Servicemen’s Readjustment Act of 1944, as amended, and the maximum 
special service charges, if any, permitted in connection with those mortgages 
insured under section 203 of said National Housing Act for which such spec al 
service charges may be found to be appropriated by the President on the 
basis of the low original principal amounts of the mortgages or on the basis 
‘redit for the type of hcusing 
involved and in connection with mortgages insured under sections 220 or 
2?1 of the National Housir Act, as amended: and 

5) the maximum ratios of loan to value and the maximum maturities 
with respect to residential mortgage loans eligible for assistance under the 
National Housing Act, as amended, or the Servicemen’s Readjustment Act 
of 1944, as amended, and the maximum dollar amount limitation per room or 
per family unit with respect to such mortgage loans eligible for assistance 
under the National Housing Act, as amended: Provided, That no such maxi- 
mum ratio of loan to value and no such maximum dollar amount limitation in 


of other factors impeding an adequate flow of 





the case of mortgages insured under the National Housing Act, as amended, 
shall be in excess of the applicable maximum ratio of loan to value or the 


applicable Inaximum dollar amount limitation per room or per family unit 
prescribed by that Act, and no such maximum maturity shall be in excess 
of the applicable maximum maturity prescribed by the National Housing 
Act, as amended, or the Servicemen’s Readjustment Act of 1944, as amended: 
ind provided further, That no action by the President pursuant to this sec 
tion shall apply with respect to loans made, or loans with respect to which a 
contract of insurance or guaranty or a firm commitment to insure or guar 
antee has been entered into, under the National Housing Act, as amended, 
or the Servicemen’s Readjustment Act of 1944, as amended, prior to such 
action. 

Sec, 202. The Servicemen’s Readjustment Act of 1944, as amended, is hereby 

amended by adding the following new section at the end of title III: 
“Sec, 515. With respect to mortgage loans for the purchase or construction of 





residential property (not including farm homes) guaranteed, insured, or made 
pursuant to this title, the Administrator shall make such rules and regulations 
concerning (1) maximum rates of interest for such residential mortgage loans, 
(2) maximum ratios of loan to value and maximum maturities with respect to 
such residential mortgage loans, and (3) maximum fees and charges permitted 
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o cover the costs of the origination of, and of the supervision of construction 
n disbursements in connection with, such residential mortgage loans as may 
ecessary to carry out limitations relating thereto established by the President 
suant to the authority vested in him by section 201 of the Housing Act of 

1954.” 
nc. 208. Section 504 of the Housing Act of 1950, as amended, is hereby 
ealed 


rivLE TI—rFEDERAL NATIONAL MORTGAGE ASSOCIATION 


S 301. Title ITI of the National Housing Act, as amended, is hereby amended 
read as follows: 


“TITLE ITI—FEDERAL NATIONAL MORTGAGE ASSOCIATION 
“PURPOSES 


Sec. 301. The Congress hereby declares that the purposes of this title are 
establish in the Federal Government a secondary market facility for home 
rtgages, to provide that the operations of such facility shall be financed by 
ate capital to the maximum extent feasible, and to authorize such facility to 

“(a) provide supplementary assistance to the secondary market for home 
mortgages by providing a degree of liquidity for mortgage investments, 
thereby improving the distribution of investment capital available for home 
mortgage financing ; 

“(b) provide special assistance (when, and to the extent that, the Presi 
dent has determined that it is in the publie interest) for the financing of (1) 
selected types of home mortgages (pending the establishment of their 
marketability) originated under special housing programs designed to 
provide housing of acceptable standards at full economic costs for segments 
of the national population which are unable to obtain adequate housing 
under established home financing programs, and (2) home mortgages gen 
erally as a means of retarding or stopping a decline in mortgage lending and 
home building activities which threatens materially the stability of a high 
evel national economy; and 

“(c) manage and liquidate the existing mortgage portfolio of the Federal 
National Mortgage Association in an orderly manner, with a minimum of 





adverse effect upon the home mortgage market and minimum loss to the 
Federal Government 


“CREATION OF ASSOCIATION 


Sec. 302. (a) There is hereby created a body corporate to be known as the 
ederal National Mort Association’ (hereinafter referred to as the ‘Associa 
n’'), Which shall be a constituent agency of the Housing and Home Finance 
Agency. The Association shall have succession until disolved by Act of Congress 
It shall maintain its principal office in the District of Columbia and shall be 
deemed, for purposes of venue in civil actions, to be a resident thereof. Agencies 
or offices may be established by the Association in such other place or places as it 
ay deem necessary or appropriate in the conduct of its business 
“(b) For the purposes set forth in section 301 and subject to the limitations 





restrictions of this title, the Association is authorized to make commitments 
purchase and to purchase, service, or sell, any residential or home mortgages 
participations therein) which are insured under this Act, as amended, or 
which are insured or guaranteed under the Servicemen’s Readjustment Act of 
14, as amended: Provided, That (1) no mortgage may be purchased at a price 
exceeding 100 per centum of the unpaid principal amount thereof at the time of 
irchase, with adjustments for interest and any comparable items; and (2) 
the Association may not purchase any mortgage if (i) it is offered by, or covers 
property held by, a Federal, State, territorial, or municipal instrumentality or 
(ii) the original principal obligation thereof exceeds or exceeded $12,500 for each 
family residence or dwelling unit covered by the mortgage 


“CAPITALIZATION 
“Sec, 308. (a) The Association shall have nonvoting capital stock, to -which 


the Secretary of the Treasury initially shall subscribe as provided in subsections 
1) and (e) of this section. The stock of the Association shall have a par value 
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of $100 per share, and shall not be transferable except on the books of the 


Associati At the option of the Association such stock shall be retirable at 
par value at ny time, except that retirements of stock (other than stock held 
by the Secretary of the Treasury) shall not be made if, as a consequence thereof 
the ‘ emaining out indir would be le than $100,000,000 With respect 
to such stock held by him, the Secretary of the Treasury shall be entitled to 
cumulative ¢ dends for each fiscal year unt uch stock is retired, at rates 
dete en vy him at the be nning of ear ih f il year, taking into consider 
nm the current average interes rate on o1 tanding marketable obligations 
‘ he United States as of the last day the preceding fiscal year. ‘The Secretar: 
of the ‘Tre ! ill permit the retirement of the stock held by him in the 
mant provided in thi ection Funds of the capital surplus and the general 
Wt l n of the A lator be available to retire the capital stoce} 
he the cretary of the Treasury ; rapidly as the Associatior hall deem 
ible 
b) TI \ wiation | rccumulate funds for its capital surplus account 
fre Dl ite sources by requiring each mortgagor seller to make payments of 
nie et ‘ ie « ) l eon { equ to not less than 3 percent of the 
1} mount of mor iges therein involved in purchases or contract 
for } es betwee uch se I nd the Association, or such grenuter percentage 
a from tir ‘ 1 he deter ed by the Association In addition, the 
Association may impose charges or fees for its services with the objective that 
all cc and expenses of its operations should be within its income derived from 
h ope hat ‘ ration ould be fully self-supporting \ 
earnings fre e operatio of the Association shall annually be transferred 
T enera rp ount At a time fu of the neral surplus accoun 
i n the discretion of the boa director be transferred to reserves A 
ividens AY arged 3 nst the genera urplus account. This subse 
( bh) } 0 pp to the on n tance functions of the Association 
inde ( Aho or th title or to the management and iquidatin functions of 
the Ass« i ection 306 of this tithe 
Un ch t é ll of the ck held by the Secretary of the Treasur 
! een re d, the Association i e, from time to time, to each mortgage 
er it rt e certificate oO! in d nmninations of $100 or multiples 
thereof) « d ny al 1 econtributio made | such seller pursuant to 
ul On ) i hi ect I hich cert ‘ hall not be transferable e cept 
b f the A ition Subject to such terms and conditions as may 
bn ‘ bed b he board of direct h certificates shall be convertible into 
capita , of e Asse on havin ! qual par value, but no such conve 
in e pel tted or made until ch time as all of the outstanding capit 
i f ft \ ition he b e Secretary of the Treasury has been retired 
and the ecretat of the Tre ury dor not hold any of the obligations of the 
Assi ! ! ised under section 304 (¢) of this title After all of the 
On held vb the “é etary of the Tre ury has been retired, the A ociatior 
may effect the direct i nee of stock in lieu of and in the same manner as 
ded in ft) nbsectio for thre sunance of convertible certificates Such 
divider m e declared by the boar f directors in its discretion shall he 
paid by the A tion if ockholders, but in any one fiscal year the general 
a nt of the Associatic hall not be reduced through the payment of 
dividend other than to the Secreta of the Treasury) which exceed in the 
iggregate 5 p centum of e pa alue of the outstanding stock of the Asso 
; or 
ad) Withir vy davs following the effective date of the Housing Act of 1954 
of the day following a cutoff date to be determined by the Association, the 
A ssn ( iuthorized and directed te ue and deliver to the Secretary of the 
T) I 1 the cretary of the Treasury is authorized and directed to accept 
capital sto« f the Associati havi in aggregate par value equal to the sum 
of (1) the iunt of $21,000,000 (being the amount of the original subscription 
for capital stoc of $20,000,000 and paid-ir urplus of $1,000,000 of the Associa 
tio 1 (2) an amount equal to the Association’s surplus urplus reserves, 
1 undist ited « ings, computed as of the close of the cutoff date 
(e) The capital sto f the A intion delivered to the Secretary of the 
rreasury pursuant to subsection (d f this section shall be in exchange for 
(1) the or notes evidencing the aforesaid original $21,000,000 (upon which 


the accrued interest shall have been paid through the cutoff date referred to 


in subsection (d) of this section), and (2) the release to the Association of any 
ynd all rights or claims which the United States might otherwise have or claim 
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in and to the Association’s capital, surplus, surplus reserves, and undistributed 
earnings, Computed as of the close of the aforesaid cutoff date. 
“(f) Notwithstanding any other provision of law, any institution, including a 
national bank or State member bank of the Federal Reserve System, trust com 
any, or other banking organization, organized under any law of the United 
States, including the laws relating to the District of Columbia, shall be author 
ized to make payments to the Association of the nonrefundable capital contribu 
ons referred to in subsection (b) of this section, to receive stock or convertible 
ertificates of the Association evidencing such capital contributions, and to hold 
or dispose of such stock or certificates, subject to the provisions of this title 
(zg) AS promptly as prac ticable after all of the capit il stock of the Association 
held by the Secretary of the Treasury has been retired, the Housing and Home 
Finance Administrator shall transmit to the President for submission to the Con- 
gr recommendations for such legislation as may be necessary or desirable to 
ike appropriate provisions to transfer to the owners of the outstanding capital 
wk of the Association the assets and liabilities of the Association in connection 
i | management of, the secondary market operations of the 
Association under section 304 of this title in order that such operations may 
reafter be carried out by a privately owned and privately financed corpora- 


and the control an 


ECONDARY MARKET OPERATIONS 









Sec, 304. (a) To carry out the purposes set forth in pat ph (a) of section 

Ol, the operations of the Association under thi section shall be contined ) ir 

racticable, to mortgages which are deemed by the Association to be of such 

lity, type, and class as to meet, general y, the pure hase standards impo ed 

rivate institutional mortgage investors In the interest of assuring sound 

Der ition, the p 1ces to be paid by the Association for mortgages purchased in its 

ndary market operations under this section, should be established, from 

{ to time, at or below the market price for the particular class of mortgages 

olved, as determined by the Associatiot The volume of the Association's 

hase nd es, and the establishment of the purchase prices, sale prices, 

har sor fees, in its secondary market operatio under this section, should 

letermined by the Association from time to time ind such determinations 

d be co tent with the objectives that such purchases and sales should be 

ected only at such prices and on such terms as will reasonably prevent ex 

e use of the Association’s facilities, and that the operations of the Asso 

ition under this section should be within its income derives om such opera- 
ind that such operations should be fully self-supporting 

(b) For the purposes of this section, the Association is authorized to issue, 

pon the approval of the Se« retary of the Treasury, and have uotstanding at any 

ne time obligations in an aggregate amount sufficient to enable it to carry out 

functions under this section, such obligations to have such maturities and to 

r such rate or rates of interest as may be determined by the Association with 

tl pproval of the Secretary of the Treasury, and to be redeemable at the option 

the Association before maturity in such manner as may be stipulated in such 

bligations;: but the aggregate amount of obligations of the Association under 

nbsection outstanding at any one time shall not exceed ten times the sum of 

its capital, capital surplus, general surplus, reserves, and undistributed earnings, 

nd in no event shall any such obligations be issued if, at the time of such pro 

| ed issuance, and as a consequence thereof, the resulting aggregate amount of 

outstanding obligations under this subsection would exceed the amount of 

the Association’s ownership pursuant to this section, free from any liens or en 


cumbrances, of cash, mortgages, and bonds or other obligations of, or bonds or 
ther obligations guaranteed as to principal and interest by, the United States 
The Association shall insert appropriate language in all of its obligations issued 
l is subsection clearly indicating that such obligations, together with the 
nterest thereon, are not guaranteed by the United States and do not constitute 
debt or obligation of the United States or of any agency or instrumentality 
ereof other than the Associatior The Association i iuthorized to purchase 
in the open market any of its obligations outstanding under this subsection at 
any time and at any price 

‘(c) The Secretary of the Treasury is authorized in his discretion to purchase 





ny obligations issned pursuant to subsection (b) of this section, as now or here- 
ifter in force, and for such purpose the Secretary of the Treasury is author- 
ed to nse as a publie debt transaction the proceeds of tue sale of any securities 
hereafter issued under the Second Liberty Bond Act, as now or here: 








LS HOUSING ACT OF 1954 


force, and the purposes for which securities may be issued under the Second 
Liberty Bond Act, as now or hereafter in force, are extended to include such 
purchases. The Secretary of the Treasury shall not at any time purchase any 
obligations under this subsection if (1) all of the capital stock of the Association 
held by the Secretary of the Treasury has been retired; or (2) such purchase 
owuld increase the aggregate principal amount of his then outstanding holdings 
of such obligations under this subsection to an amount greater than $500,000,000 
plus an amount equal to the total of such reductions in the maximum dollar 
amount prescribed by section 306 (¢c) as have theretofore been effected pursuant 
to that sectior Provided, That such aggregate principal amount under this sub 
section (c) shall in no event exceed $1,000,000,000, Each purchase of obliga 
tions by the Secretary of the Treasury under this subsection shall be upon 
such terms and conditions as to yield a return at a rate determined by the Sec 
retary of the Treasury, taking into consideration the current average rate on out- 
standing marketable obligations of the United States as of of the last day of the 
month preceding the making of such purchase. The Secretary of the Treasury 
may, at any time, sell, upon such terms and conditions and at such price or 
prices as he shall determine, any of the obligations acquired by him under this 
subsection All redemptions, purchases, and sales by the Secretary of the Treas 
ury of such obligations under this subsection shall be treated as publie debt 
transactions of the United States. 


(“d") The Association may not purchase participations or make any advance 
contracts or commitments to purchase mortgages for its operations under this 
section, except that the Association may, in the discretion of its board of direc 
tors, issue a purchase contract (which shall not be assignable or transferable 
except with the consent of the Association) in an amount not exceeding the 
amount of the sale of mortgages purchased from the Association, entitling the 
holder thereof to sell to the Association mortgages in the amount of the contract, 
upon such terms and conditions as the Association may prescribe. 


‘SPI TAT ASSISTANCE FUNG IONS 

“Sree. 305. (a) To carry ont the purposes set forth in paragraph (b) of section 
301, the President, after taking into account (1) the conditions in the building 
indsutry and the national economy and (2) conditions affecting the home mort 


rage investment market, generally, or affecting various types or classifications 





of home mortgages, or both, and after determining that such action is in the 
public interest, may under this section authorize the Association, for such 
period of time and to such extent as he shall prescribe, to exercise its powers 


to make commitments to purchase and to purchase such types, classes, or 
categories of home mortgages (including participations therein) as he shall 





determine 

‘(b) The operations of the Association under this section shall be confined, 
so far 9s practicable, to mortgages (including participations) which are deemed 
by the Association to he of such quality as to meet, substantially and generally, 
the purchase standards imposed by private institutional mortgage investors but 


which, at the time of submission of the mortg: 





iges to the Association for purchase, 
are not necessarily readily acceptable to such investors Subitect to the provisions 
of this section, the prices to be paid by the Association for mortgages purchased 
in its operations under this section shall be established from time to time by 
the Association The Association shall imnose charges or fees for its services 
under this section with the objective that all costs and expenses of its operations 
under this section should be within its income derived from such operations 
and that such operations should be fully self-supporting. 

‘(c) The total amount of purchases and commitments authorized bv the 
President pursuant to subsection (a) of this section shall not exceed $°00.0°0,000 
outstanding at any one time: Provided, That. notwithstanding such limitation, 
the President pursuant to subsection (a) of this section may also authorize the 
Association to exercise its powers to enter into commitments to purchase im- 
mediate participations and to make related deferred participation agreements 
as hereinafter in this subsection provided, but only to the extent that the total 
amount of such immediate participation commitments and purchases pursuant 
thereto (but not including the amount of any related deferred particination 
agreements or purchases pursuant thereto) shall not in anv event excecd $100, 
000,000 outstanding at any one time, and any such deferred particination avrree- 
ments shall be made by the Association only on the basis of a commitment by it 
to purchase an immediate participation of a 20 per centum undivided interest 
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in each mortgage and a related deferred participation agreement by the Associa 
tion to purchase the remaining outstanding interest in such mortgage conditional 
upon the occurrence of such a default as gives rise to the right to foreclose 

“(d) The Association may issue to the Secretary of the Treasury its obligations 
in an amount outstanding at any one time sufficient to enable the Association to 
carry out its functions under this section, such obligations to mature not more 
than five years from their respective dates of issue, to be redeemable at the option 
of the Association before maturity in such manner as may be stipulated in such 
obligations. Each such obligation shall bear interest at a rate determined by the 
Secretary of the Treasury, taking into consideration the current average rate 
yn outstanding marketable obligations of the United States as of the last day 
if the month preceding the issuance of the obligation of the Association The 
Secretary of the Treasury is authorized to purchase any obligations of the Asso- 
iation to be issued under this section, and for such purpose the Secretary of the 
l'reasury is authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as now or 
hereafter in force, and the purposes for which securities may be issued under 
the Second Liberty Bond Act, as now or hereafter in force, are extended to ex 
clude any purchases of the Association’s obligations hereunder. 


“MANAGEMENT AND LIQUIDATING FUNCTIONS 


“Seo. 306. (a) To carry out the purposes set forth in paragraph (c) of section 
301, the Association is authorized and directed, as of the close of the cutoff date 
determined by the Association pursuant to section 305 (d) of this title, to estab 
lish separate accountability for all of its assets and liabilities (exclusive of cap 
ital, surplus, surplus reserves, and undistributed earnings to be evidenced by cap 
ital stock as provided in section 303 (d) hereof, but inclusive of all rights and 
obligations under any outstanding contracts), and to maintain such separate 
accountability for the management and orderly liquidation of such assets and 
liabilities as provided in this section. 

“(b) For the purposes of this section and to assure that, to the maximum ex- 
tent, and as rapidly as possible, private financing will be substituted for Treas 
iry borrowings otherwise required to carry mortgages held under the aforesaid 
separate accountability, the Association is authorized to issue, upon the approval 
if the Secretary of the Treasury, and have outstanding at any one time obliga 
ons in an aggregate amount sufficient to enable it to carry out its functions 
under this section, such obligations to have such maturities and to bear such 
rate or rates of interest as may be determined by the Association with the ap 
proval of the Secretary of the Treasury, and to be redeemable at the option of 
the Association before maturity in such manner as may be stipulated in such 
obligations ; but in no event shall any such obligations be issued if, at the time of 
such proposed issuance, and as a consequence thereof, the resulting aggregate 
amount of its outstanding obligations under this subsection would exceed the 
amount of the Association’s ownership under the aforesaid separate account 
ability, free from any liens or encumbrances, of cash, mortgages, and bonds or 
other obligations of, or bonds or other obligations guaranteed as to principal and 
interest by, the United States. The proceeds of any private financing effected 
under this subsection shall be paid to the Secretary of the Treasury in reduction 
of the indebtedness of the Association to the Secretary of the Treasury under 
the aforesaid separate acountabiltiy. The Association shall insert appropriate 
language in all of its obligations issued under this subsection clearly indicating 
that such obligations, together with the interest thereon, are not guaranteed by 
the United States and do not constitute a debt or obligation of the United States 
or of any agency or instrumentality thereof other than the Association. The 
Association is authorized to purchase in the open market any of its obligaticns 
outstanding under this subsection at any time and at any price. 

“(c) No mortgage shall be purchased by the Association in its operations under 
this section except pursuant to and in accordance with the terms of a contract or 
commitment to purchase the same made prior to the cutoff date provided for in 
section 303 (d), which contract or commitment became a part of the aforesaid 
separate accountability, and the total amount of mortgages and commitments 
held by the Association under this section shall not, in any event, exceed 
$3,350,000,000: Provided, That such maximum amount shall be progressively 
reduced by the amount of cash realizations on account of principal of mortgages 
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held under the aforesaid separate accountability and by cancellation of any 
commitments to purchase mortgages thereunder, as reflected by the books of the 
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Association, with the objective that the entire aforesaid maximum amount shall? 
be eliminated with the orderly liquidation of all mortgages held under the afore- 
said separate accountability: And provided further, That nothing in this sub- 
section shall preclude the Association from granting such usual and customary 
increases in the amounts of outstanding commitments (resulting from increased 
costs or otherwise) as have theretofore been covered by like increases in com- 
mitments granted by the agencies of the Federal Government insuring or 
guaranteeing the mortgages. There shall be excluded from the total amounts set 
forth in this subsection and subsection (e) of this section the amounts of any 
mortgages otherwise transferred by law to the Association and held under the 
aforesaid separate accountability. 

“(d) The Association may issue to the Secretary of the Treasury its obligations 
in an amount outstanding at any one time sufficient to enable the Association 
to carry out its functions under this section, such obligations to mature not more 
than five years from their respective dates of issue, to be redeemable at the 
option of the Association before maturity in such manner as may be stipulated 
in such obligations. Each such obligation shall bear interest at a rate determined 
by the Secretary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as of the last day 
of the month preceding the issuance of the obligation of the Association. The 
Secretary of the Treasury is authorized to purchase any obligations of the 
Association to be issued under this section, and for such purpose the Secretary of 
the Treasury is authorized to use as a public debt transaction the proceeds from 
the sale of any securities issued under the Second Liberty Bond Act, as now or 
hereafter in force, and the purposes for which securities may be issued under 
the Second Liberty Bond Act, as now or hereafter in force, are extended to 
include any purchases of the Association’s obligations hereunder. 

“(e) Of the $3,650,000,000 total amount of investments, loans, purchases, and 
commitments heretofore authorized to be outstanding at any one time under this 
title III prior to the enactment of the Housing Act of 1954, a total of not to 
exceed $300 million shall be applicable as provided in section 305 of this title, 
and a total of not to exceed $3,350,000,000 shall be applicable as provided in 
subsection (c) of this title. 


“SEPARATE ACCOUNTABILITY 


“Sec, 307. The Association shall establish and at all times maintain separate 
accountability for (a) its secondary market operations authorized by section 
304 hereof, (b) its special assistance functions authorized by section 305 hereof, 
and (c) its management and liquidating functions authorized by section 306 
hereof. 


“BOARD OF DIRECTORS 


“Sec. 308. (a) The Association shall have a Board of Directors consisting of 
five persons, one of whom shall be the Housing and Home Finance Administrator 
as Chairman of the Board, and four of whom shall be appointed by said Admin- 
istrator from among the officers or employees of the Association, of the immediate 
office of said Administrator, or (with the consent of the head of such department 
or agency) of any other department or agency of the Federal Government. The 
board of directors shall meet at the call of its chairman, who shall require it to 
meet not less often than once each month. Within the limitations of law, the 
board shall determine the general policies which shall govern the operations of 
the Association. The chairman of the board shall select and effect the appoint- 
ment of qualified persons to fill the offices of president and vice president, and 
such other offices as may be provided for in the bylaws, with such executive 
functions, powers, and duties as may be prescribed by the bylaws or by the board 
of directors, and such persons shall be the executive officers of the Association 
and shall discharge all such executive functions, powers, and duties. The basic 
rate of compensation of the position of president of the Association shall be 
the same as the basic rate of compensation established for the heads of the 
constituent agencies of the Housing and Home Finance Agency. The members of 
the board, as such, shall not receive compensation for their services. 


“GENERAL POWERS 


“Sec. 309. (a) The Association shall have power to adopt, alter, and use a 
corporate seal, which shall be judicially noticed; by its board of directors, to 
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lopt, amend, and repeal bylaws governing the performance of the powers and 
ities granted to or imposed upon it by law; to enter into and perferm contracts, 
ses, cooperative agreements, or other transactions, on such terms as it may 
leem appropriate, with any agency or instrumentality of the United States, or 
th any State, territory, or possession, or with any political subdivision thereof, 
with any person, firm, association, or corporation; to execute, in accordance 
li its bylaws, all instruments necessary or appropriate in the exercise of any 
its powers; in its corporate name, to sue and to be sued, and to complain and 
defend, in any court of competent jurisdiction, State or Federal, but no 
tachment, injunction, or other similar process, mesne or final, shall be issued 
ainst the property of the Association or against the Association with respect 
its property ; to conduct its business in any State of the United States, includ- 
ing the District of Columbia and all territories and possessions of the United 
tates; to lease, purchase, or acquire any property, real, personal, or mixed, or 
any interest therein, to hold, rent, maintain, modernize, renovate, improve, use, 

d operate such property, and to sell, for cash or credit, lease, or otherwise 
dispose of the same, at such time and in such manner as and to the extent that 
the Association may deem necessary or appropriate; to prescribe, repeal, and 
imend or modify, rules, regulations, or requirements governing the manner in 
which its general business may be conducted; to accept gifts or donations of 
services, or of property, real, personal, or mixed, tangible, or intangible, in aid 

any of the purposes of the Association; and to do all things as are necessary 

incidental to the proper management of its affairs and the proper conduct 
of its business. 

(b) Except as may be otherwise provided in this title, in the Government 
Corporation Control Act, or in other laws specifically applicable to Government 
corporations, the Association shall determine the necessity for and the character 
and amount of its obligations and expenditures and the manner in which they 
shall be incurred, allowed, paid, and accounted for, and such determinations 
shall be final and conclusive upon all officers of the Government. 

“(c) The Association, including its franchise, capital, reserves, surplus, mort- 
gages, and income shall be exempt from all taxation now or hereafter imposed 
by the United States, by any territory, dependency, or possession thereof, or by 
iny State, county, municipality, or local taxing authority, except that (1) any 
real property of the Association shall be subject to State, territorial, county, 
municipal, or local taxation to the same extent according to its value as other 
real property is taxed, and (2) the Association shall, with respect to its secondary 
market operations under section 304 after the cutoff date referred to in section 
303 (d) of this title, pay annually to the Secretary of the Treasury, for covering 
into miscellaneous receipts, an amount equivalent to the amount of Federal 
income taxes for which it would be subject if it were not exempt from such 
taxes with respect to such secondary market operations. 

“(d) The Chairman of the Board shall have power to select and appoint or 
employ such officers, attorneys, employees, and agents, to vest them with such 
powers and duties, and to fix and to cause the Association to pay such compen- 
sation to them for their services, as he may determine, subject to the civil service 
and classification laws. Bonds may be required for the faithful performance of 
their duties, and the Association may pay the premiums therefor. With the 
consent of any Government corporation or Federal Reserve bank, or of any board, 
commission, independent establishment, or executive department of the Govern- 
ment, the Association may avail itself on a reimbursable basis of the use of 
information, services, facilities, officers, and employees thereof, including any 
field service thereof, in carrying out the provisions of this title. 

“(e) No individual, association, partnership, or corporation, except the body 
corporate created by section 302 of this title, shall hereafter use the words ‘Fed- 
eral National Mortgage Association’ or any combination of such words, as the 
lame or a part thereof under which he or it shall do business. Every individual, 
partnership, association, or corporation violating this prohibition shall be guilty 
f a misdemeanor and shall be punished by a fine of not exceeding $100 or impris- 
nment not exceeding thirty days, or both, for each day during which such vio- 
lation is committed or repeated. 

“(f) In order that the Association may be supplied with such forms of obli- 
gations or certificates as it may need for issuance under this title, the Secretary 
f the Treasury is authorized, upon request of the Association, to prepare such 
forms as shall be suitable and approved by the Association, to be held in the 
lreasury subject to delivery, upon order of the Association. The engraved plates, 
dies, bed pieces, and other material executed in connection therewith shall remain 
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in the custody of the Secretary of the Treasury. The Association shall reimburse 
the Secretary of the Treasury for any expenses incurred in the preparation, 
custody, and delivery of such forms. 

“(g) The Federal Reserve banks are authorized and directed to act as deposi- 
taries, custodians, and fiscal agents for the Association in the general perform- 
ance of its powers, and the Association shall reimburse such Federal Reserve 
banks for such services in such Manner as may be agreed upon. 


“INVESTMENT OF FUNDS 


“Sec. 310. Moneys of the Association not invested in mortgages or in operating 
facilities shall be kept in cash on hand or on deposit, or invested in bonds or 
other obligations of, or in bonds or other obligations guaranteed as to principal 
and interest by, the United States. 


“OBIGATIONS OF ASSOCIATION LEGAL INVESTMENTS 


“Sec. 511. All obligations issued by the Association shall be lawful invest- 
ments, and may be accepted as security for all fiduciary, trust, and public funds, 
the investment or deposit of which shall be under the authority and control of 
the United States or any officer or officers thereof. 


“SHORT TITLE 
Sec. 512. This title I1I may be referred to as the ‘Federal National Mortgage 
Association Charter Act.’ ” 

Sec. 302. The kederal National Mortgage Association, established pursuant to 
the provisions of title III of the National Housing Act as in effect prior to July 1, 
1948, and named in section 101 of the Government Corporation Control Act, as 
amended, shall be the body corporate referred to in section 302 of title I11 of the 
National Housing Act, as amended by the Housing Act of 1954. 

Sec. 305. The penultimate sentence of paragraph Seventh of section 5136 of 
the Revised Statutes, as amended, is hereby amended by striking “or obligations 
of national mortgage associations” and inserting “or obligations of the Federal 
National Mortgage Association 

Sec. 504. (a) Subsection (h) of section 11 of the Federal Home Loan Bank 
Act, as amended, is hereby amended by inserting after “in obligations of the 
United States” a comma and the following: “in obligations of the Federal 
National Mortgage Association,”. The last sentence of section 16 of said Act 
is amended by inserting after “in direct obligations of the United States” a 
comma and the following: “in obligations of the Federal National Morigage 
Association,” 

(b) The first paragraph of subsection (c) of section 5 of the Home Owners’ 
Loan Act of 1933, as amended, is hereby amended by inserting in the second 
proviso before the colon and after “Federal Home Loan Bank” the following: 
“or in the obligations of the Federal National Mortgage Association.” 

Sec. 305. Subsection (b) of section 2 of the Alaska Housing Act, as amended, 
is hereby repealed. 

Sec. 306. Public Law 243, Eighty-second Congress, approved October 30, 1951, 
as amended, is hereby repealed. 


TITLE IV—SLUM CLEARANCE AND URBAN RENEWAL 


Sec. 401. The heading of title I of the Housing Act of 1949, as amended, is 
hereby amended to read “TITLE I—SLUM CLEARANCE AND URBAN 
RENEWAL” 

Sec. 402. Title I of said Act, as amended, is hereby amended by inserting the 
following new section immediately after the heading of title I: 


“URBAN RENEWAL FUND 


“Sec. 100. The authorizations, funds, and appropriations available pursuant to 
sections 103 and 104 hereof shall constitute a fund, to be known as the ‘Urban 
Renewal Fund’, and shall be available for advances, loans, and capital grants to 
local public agencies for urban renewai projects in accordance with tie provi 
sions of this title, and all contracts, obligations, assets, and liabilities existi: 
under or pursuant to said sections prior to the enactment of the Housing Ac 
of 1954 are hereby transferred to said Fund.” 
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105. Section 101 of said Act, as amended, is hereby amended to read as 


Sec. 101. (a) In entering into any contract for advances for surveys, plans, 
| other preliminary work for projects under this title, the Administrator shall 
consideration to the extent to which appropriate local public bodies have 
ken positive program (through the adoptior modernization, adminis 


on, and enforcement of housing, zoning, building and other local laws, codes 
regulations relating to land use and adequate andards of health, sanita 
ind safety for buildings, including the use and occupancy of dwellings) for 
preventing the spread or recurrence in the community of slums and blighted 
and (2) encouraging housing cost reductions through the use of appropri 
ew materials, techniques, and methods in land and residential planning, 
and construction, the increase of efficiency in residential construction, 
the elimination of restrictive practices which unnecessarily increase housing 


b) In the administration of this title, the Administrator shall encourage 





perations of such local public agencies as are established on a State, or 
al (within a State), or unified metropolitan basis or as are established on 
ther basis as permits such agencies to contribute effectively toward the 
n of community development or redevelopment problems on a § or 
al (within a State), or unified metropolitan ba 
c) No contract shall be entered into for any loan or capital grant under this 
r for annual contributions or capit grants pursuant to the United States 
ing Act of 1937, as amended, and no mortgage shall be insured, and no com 
nent to insure a mortgage hall be issued, under sections 220 or 221 of the 
| Housing Act, as amended, unl (1) there is presented to the Adminis 
by the locality a workable program (which shall include an official plan 
n, as it exists from time to time, for effectively dealing with the problem 


rban slums and blight within the community and for the establishment and 


ervation of a well-planned community with we residential neigh 





“Mls of decent homes and suitable living envi adequate family 


» eliminate, and 


urces t 


for utilizing appropriate private and public res ( 
ent the development or spread of, slums and urban blight, to encourage 





led urban rehabilitation, to provide for the redevelopment of blighted, deteri 
ted, or slum areas, or to undertake such of the foresaid activities or other 
ible community activities as may be suit ibly emploved to achieve the obj 


f such a program, and (2) on the basis of his review of such program, tl 


ministrator determines that such program is satisfactory and certifies to the 
tuent agencies alfected that the Federal assistance may be made available 
ch community 

d) The Administrator is authorized to establish facilities (1) for furnishing 

mmunities, at their request, an urban renewal service to assist them in the 


paration of a workable program as referred to in the preceding subsection and 






provide them with technical and professional assistance for planning and 
oping local urban renewal programs, and (2) for the assembly, analysis, 
reporting of information pertaining to such programs.” 
Si 104. Section 102 of said Act, as amended, is hereby amended 
(1) by amending the first sentence in subsection (a) to read as follows 
To assist local communities in the elimination of slums and blighted or 


leteriorated or deteriorating areas, in preventing the spread of s 


r deterioration, and in providing maximum opportunity for the redevelop 
ment, rehabilitation, and conservation of such areas by private enterprise 
the Administrator may make temporary and definitive loans to local publie 


of this title for the undertaking 





igencies in accordance with the provisions 
of urban renewal projects” ; 

(2) by inserting in the second sentence of subsection (a) before the word 
expenditures” the word “estimated” and by inserting after the word 
bonds” the words “or other obligations” 

(3) by striking out “new uses of land in the project area” at the end of 
the first sentence of subsection (b) and inserting “new uses of such land in 
the project area”; 

(4) by striking out the words “bear interest as such rate” in the second 
sentence of subsection (b) and inserting “bear interest at such rate’; and 

(5) by amending subsection (d) to read as follows: 

“(d) The Administrator may make advances of funds to local public 

agencies for surveys and plans for urban renewal projects which may be 
assisted under this title, including, but not limited to, (i) plans for carrying 


14750—54—pt. 1 3 
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out a program of volunt: repair and rehabilitation of buildings and im 
provements ii) plans for the enforcement of State and local laws, codes 


and regulations relating to the use of land and the use and occupancy of 





buildings and improvements, and to the compulsory repair, rehabilitation, 

demolition, or removal of buildings and improvements, and (iii) appraisals, 

title searches, and other preliminary work necessary to prepare for the 
acquisition of land in connection ith the undertaking of such projects 

The contract for any such advance of funds shall be made upon the condition 

that such advance of funds shall be repaid, with interest at not less than the 

ipplicable going Federal rate, out of any moneys which become available to 
the eal public agency for the undertaking of the project involved.’ 
Set Ho Sh ect n “ectio 10 of said Act is umended hereb 
amended to read as follows: 

a) The Administrator may make capital grants to local public agencies in 
accordance th the provisions of this title for urban renewal projects: Provided, 
That the Administrator shall not make any contract for capital grant with 
respect to a project which consists of open land. The aggregate of such capital 





grants with respect to all the projects of a local public agency on which contracts 


for capital grants have been made under this title shall not exceed two-thirds 
of the aggregate of the net project costs of such projects, and the capital grant 
with respect to any individual project shall not exceed the difference hetween the 
net project cost and the local grants-in-aid actually made with respect to the 
project.’ 
Seo. 406. Section 104 of said Act, as amended, is hereby amended by striking 
‘section 110 (f) of land” and inserting “section 110 (f) of the property”. 
Sec. 407. Section 105 of said Act, as amended, is hereby amended 
(1) by striking “Contracts for financial aid” and inserting “Contracts for 
loans or capital grants” 
(2) by amending subsections (a) and (b) to read as follows: 
1) The u n renewal plan (including any redevelopment plan con 








stituting a part thereof) for the urban renewal area be approved by the 
governing body of the locality in which the project is situated, and that 

h approval include findi: by the governing body that (i) the financial 
aid to be provided in the contract is necessary to enable the project to be 
ul rtaken ecorda i urban renewal plan: (ii) the urban 
renewal plan W ll afford maximuin opportunity, consistent with the sound 


needs of the locality as a whole, for the rehabilitation of redevelopment of 
the urban renewal area by private enterprise; and (iii) the urban renewal 
plan conforms to a general plan for the development of the locality as a whole; 

When real propert equired or held by the local public agency in 
ction with the project is sold or leased, the purchasers or lessees and 
assignees shall be obligated (i) to devote such property to the uses 
ed in the urban renewal plan for the project area; (ii) to begin within 
reasonable time any improvements on such property required by the urban 
renewal plan; and (iii) to comply with such other conditions as the Adminis- 








trator finds, pr to the execution of contract for loan or capital grant 
pursuant to this title, are necessary to carry ont the purposes of this title 
Provided, That clauses (ii) and (iii) of this subsection shall not apply to 
mortgagees and others who acquire an interes in such property as the result 
of the enforcement of at i or claim thereon 

(3) by striking the word “project” wherever it appears in subsection 


and inserting the term “urban renewal”: and 
g out the proviso at the end of subsection (c), and sub 

















. ne ad r the colon preceding said pro iso. 

Si 108. Section 106 of said Act, as nded, is hereby amended by inserting 
the follow x proviso before the neriod at the end of subsection (b): *: Provided 
That necessary expenses of inspections and audits, and of providing representa 
tives t] t f projects bei nned or undertaken by local public agencies 
purs » tl ti | be compensated by such agencies by the payment of 
fixed fees which in the aggregate will cover the costs of rendering such services 

nd ses ( sic lL] lministrative; and for the purpose of 
pro ga spe ns i ! ts and of providing representatives at the 
site Ad istrator may utfiiiz gency and such agency may eccept 
reimburse nt or payment for such services from such local public agencies or the 
Adminis tor, and credit such amounts to the appropriations or funds against 


with such charges have been made.” 
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wig 10%, Seetion 107 of said Act, as amended, is hereby ameuded by striking 
out the words “redevelopment plan” and inserting “urban renewal plan 
sec. 410. Section 109 of said Act, as amended, is hereby amended to read 
LhOWs 
100. In order to protect labor standards 
) upy contract for loan « capital grant pursuant to this lI 








contain a provision requiring that not less than the wages prevail 
ality, as predetermined by the Secretary of Labor pursuant to t 
Act Ht) st { LO11 r hu i in pial a . i i “uborers na mechanics, ¢ XCepi 
uch laborers or mechanics who are employees of municipalities or other local 
j 1 odle employed ti ft evelopment of the project involved for work 
ed in whole or in part ! nds made available pursual this title 
( Ad ui rate ha require certilicatio a » coInpliance with the 
provislons ¢ his paragraph prior to making any payment under such 
nitract; and 


(b) the provisions of tithe 18, United States Code, section S74, and of 


tle 40, United States Code, section 276c, shall apply to work financed in 





funds made available for the development of a project 
pt lant to this title.” 
SEA $11. Section 110 of said Act, as amended, is hereby amended to reu 
follows: 
Sec. 110. The following terms shall have the meanings, respectively, ascribed 
hem below, and, unless the context clearly indicates otherwise, shall include 
ural as well as the singular numbet 
(a) ‘Urban renewal area’ means an urban area that (1) the governing body 
he locality determines to be blighted, deteriorated, or deteriorating and 
vnates as appropriate for an urban renewal project, and (2) the Admin 
autor approves as appropriate for a project under this title. 
b) ‘Urban renewal plan’ means a plan, as it exists from time to time, for an 
vin renewal project, which plan (1) shall conform to the general plan of the 


ity asa whole and to the workable program referred to in section 101 hereof ;: 
hall be sufficiently complete to indicate such land acquisition, demolition 


i removal of structures, redevelopment, improvements, and rehabilitation as 

e proposed to be carried out in the urban renewal area, zoning and planning 

nges, if any, land uses, maximum densities, building requirements, and the 

l ; relationship to definite lo bjectives respecting appropriate lend uses, 

woved traffic, public transportation, public utilities, recreational and com- 

facilities, and other public improvements; and (3) shall include, for any 

of the urban renewal area proposed to be acquired and redeveloped in 

dance with clause (1) of the second sentence of subsection (c) of this 
section, a redevelopment plan approved by the governing body of the locality 

‘Urban renewal project’ or ‘project’ may include undertakings and 

ties of a local public agency in an urban renewal area for the elimination 

and for the prevention of the development or spread of slums and blight, in 

dance with an urban renewal plan to achieve sound community objectives 

establishment and preservation of well-planned residential neighborhoods 

decent homes and suitable living environment for adequate family life, and 

involve slum clearance and redevolpment in an urban renewal area, or 

habilitation or conservation in an urban renewal area, or any combination 

part thereof, in accordance with such urban renewal plan. For the purposes 

of this subsection, ‘slum clearance and redevelopment’ may include (1) acquisi- 

of (i) a slum area or a deteriorated or deteriorating area, or (ii) land which 

dominantly open and which because of obsolete platting, diversity of owner- 

p, deterioration of structures or of site improvements, or otherwise, substan- 

impairs or arrests the sound growth of the community, or (iii) open land 








or sound community growth which is to be developed for predominantly 
uses (except that the determination required by clause (1) of para 
h (a) of this section that the area is blighted, deteriorated, or deteriorating 
not be applicable in the case of an open land project) : (2) demolition and 
al of buildings and improvements; (3) installation, construction, or recon 
tion of streets, utilities, parks, playgrounds, and other improvements 
wessary for carrying out in the area the urban renewal objectives of this 
in accordance with the urban renewal plan: and (4) making the land 
lable for development or redevelopment by private enterprise or public 
encies (including sale, initial leasing, or retention by the local public agency 
) at its fair value for uses in accordance with the urban renewal plan 


he purposes of this subsection, ‘rehabilitation’ or ‘conservation’ may include 
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the restoration and renewal of a blighted, deteriorated, or deteriorating area by 
(1) carrying out plans for a program of voluntary repair and rehabilitation of 
buildings or other improvements in accordance with the urban renewal plan; 
2) acquisition of real property and demolition or removal of buildings and 
improvements thereon where necessary to eliminate unhealthful, insanitary or 
unsafe conditions, lessen density, eliminate obsolete or other uses detrimental to 
the public welfare, or to otherwise remove or prevent the spread of blight or 
deterioration, or to provide land for needed public facilities; (3) installation, 
construction, or reconstruction, of such improvements as are described in clause 
(3) of the preceding sentence: and (4) the disposition of any property acquired 
in such url renewal area (including sale, initial leasing, or retention by the 
local public agency itself) at its fair value for uses in accordance with the urban 
renewal plan 
‘For the purposes of this title, the term ‘project’ shall not include the con- 
struction or improvement of any building, and the term ‘redevelopment’ and 
derivatives thereof shall mean development as well as redevelopment. For any 
of the purposes of section 109 hereof, the term ‘project’ shall not include any 
donations or provisions made as local grants-in-aid and eligible as such pursuant 
to clauses 2) and (3) of section 110 (d) hereof 
” stance by a State, municipality, or 
other public body, or (in the case of cash grants or donations of land or other 


{d) ‘Local grants-in-aid’ shall mean as 











real propert any other entity, in connection with any project on which a 
contract for capital grant has been made under this title, in the form of (1) cash 
grant (2) « itions, at cash value, of land or other real property (exclusive 


of land in streets, alleys, and other public rights-of-way which may be vacated 
i t h the project) in the urban renewal area, and demolition, re- 
moval, or other work or improvements in the urban renewal area, at the cost 
thereof, of the types described in clause (2) and clause (3) of either the second 
or third sentence of section 110 (c): and (3) the provision in the urban renewal 
area, at their cost, of public buildings or other public facilities (other than 
publicly owned housing) which are necessary for carrying out in the area the 
urban renewal objectives of this title in accordance with the urban renewal plan: 
Provided, That in any case where, in the determination of the Administrator, 
any park, playground, public buildings, or other publie facility is of direct benefit 
both to the urban renewal area and to other areas, and the approximate degree of 
the benefit to such other areas is estimated by the Administrator at 20 per 
centum or more of the total benefits, the Administrator shall provide that, for 


the purpose of computing the amount of the local grants-in-aid for the project, 
there shall be included only such portion of the cost of such park, playground, 
publie b ling, or other public facility as the Administrator determines to be 
appropriate : And provided further, That for the purpose of computing the amount 
of local grants-in-aid under this section 110 (d), the estimated cost (as deter- 


mined by the Administrator) of parks, playgrounds, public buildings, or other 
public facilities may be deemed to be the actual cost thereof if (i) the construc- 
tion or provision thereof is not completed at the time of final disposition of 
land in the project to be acquired and disposed of under the urban renewal plan, 
and (ii) the Administrator has received assurances satisfactory to him that 
such park, playground, public building, or other public facility will be con- 
structed or completed when needed and within a time prescribed by him. With 
respect to any demolition or removal work, improvement, or facility for which 
a State, municipality, or other public body has received or has contracted to 
receive any grant or subsidy from the United States, or any agency or instru- 
mentality thereof, the portion of the cost thereof defrayed or estimated by the 
Administrator to be defrayed with such subsidy or grant shall not be eligible 
f inclusion as a local grant-in-aid. 

(e) ‘Gross project cost’ shall comprise (1) the amount of the expenditures 

y the local public agency with respect to any and all undertakings necessary to 
carry out the project (including the payment of carrying charges, but not beyond 
the point where the project is completed), and (2) the amount of such local 
grants-in-aid as are furnished in forms other than cash. 

“(f) ‘Net project cost’ shall mean the difference between the Zross project 
cost and the aggregate of (1) the total sales prices of all land or other property 
sold, and (2) the total capital values (i) imputed, on a basis approved by the 
Administrator, to all land or other property leased, and (ii) used as a basis for 
determining the amounts to be transferred to the project from other funds of 








the local public agency to compensate for any land or other property retained 
by it for ust rccordance with the urban renewal plan. 

“(g) ‘Going Federal rate’ mea (with respect to any contract for a loan or 
d e ¢ é ) ter the first annual rate has been specified as provided 
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this sentence) the annual rate of interest which the Secretary of the Treas 
hall specify as applicable to the six-month period (beginning with the six 
nth period ending December 31, 1953) during which the contract for loan 
advance is made, which applicable rate for each six-month period shall | 
etermined by the Secretary of the Treasury by estimating the average yield to 
turity, on the basis of daily closing market bid quotations or prices during 
1e month of May or the month of November, as the case may be, next preceding 


h six-month pertod, on all outstanding marketable obligations of the United 








States having a maturity date of fifteen or more years from the first day of such 
th of May or November, and by adjusting such estimated average annual 
i to the nearest one-eighth of 1 per centur Any contract for loan made 
be revised or superseded by a later contract, so that the going Federal 


te. on the basis of which the interest rate on the loan is fixed, shall mean 


the going Federal rate, as herein defined, on the date that such contract is 


ed or superseded by such later contract 
h) ‘Local publie agency’ means any State, county, municipality, or other 
vernmental entity or public body, or two or more such entities or bodies 
horized to undertake the project for which assistance is sought. ‘State’ il 
ides the several States, the District of Columbia, and the territories and pos 
is of the United States 
) ‘Land’ means any real property, including improved or unimproved land 
tures, improvements, easements, incorporeal hereditaments, estates, and 
rights in land, legal or equitable 
j) ‘Administrator’ means the Housing and Home Finance Administrator 
©. 412. Notwithstanding the amendments in this title to title I of the Ho 
ng Act of 1949, as amended, the Administrator, with respect to any project 
red by any Federal aid contract executed, or prior approval granted, by 
] 1 under said title I before the effective date of t s Act, may extend ancial 








ance for the completion of such project in accordance with the provision 
in foree immed itely prior to the effective date of this Act. 


Si 113. The provisos with respect to the appropriation for capital grants 


or slum clearance and urban redevelopment contained in title I of the First I 
ependent Offices Appropriation Act, 1954 (Public Law 176, Eig! 








gress) are hereby repealed. 
( 114. The Housing and Home Finance Administrator is authorized to 
erants ubject to such terins and conditions a shall pres I be, to ] iv 
bodies, including cities and other political subdivisions, to assist them in de 
veloping, testing, and reporting methods and techniques, and carrying out de! n 
ms and other activities for the prevention and the elimination of ums and 
in blight No such grant shall exceed two-thirds of the cost is dete 
ed or estimated by iid Administrator, ot uch activities or undertakings 
In administering this section, said Administrator shall give preference to those 
dertakings whi in his judg ent can reasonabl b expected to (1) co 
most significantly to the improvement of methods and techniques for the 
elil tion and prevention of slums and blight, and (2) best serve to guide 
re i programs in other communities Said Administrator ma make ad 
or progress payments on account of any grant cot icted to be made pur 
t to section, nothwithstanding the pro ions of section 3648 of the 
tevised utes, as amended The aggregate amount of grants made unde 
tl} ection shall ot exceed $5,000,000 and shall be payable from the « l 


grant funds provid d under and authorized by section 108 (b) of the Ho 


ict of 1949, as amended. 


TITLE \ LOW-RENT PUBLIC HOUSING 


Et 501. The United States Housing Act of 1937, as amended s hereby 
amended 
(1) by striking the words follow the first colon up to and including the 


words “such families” in subsection 10 (g) and inserting the follow 


“First, to families which are to be displaced by any low-rent housing project 
| I 


uublic sSlum-clearance, redevelopment or url 





J an renewal project, or 
through action of a public body or court, either through the enforcement of 
housing standards or through the demolition, closing, or improvement of 
dwelling units, of which were so displaced within three years prior to mak 
ing application to such public housing agency for admission to any low-rent 
housing: Provided, That ms among such projects or actions the public hous 
ing agency may from time to time extend a prior preference 0) preferences: 
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And provided further, That, as among families within any such preference 
group”; and 

(2) by striking the words “or was to be displaced by another low-rent 

housing project or by a public slum-clearance or redevelopment project” in 
clause (ii) of subsection 15 (8) (b) and inserting the following: “or was to 
be displaced by any low-rent housing project or by any public slum-clearance, 
redevelopment or urban renewal project, or through action of a public body 
or court, either through the enforcement of housing standards or through 
the demolition, closing, or improvement of a dwelling unit or units” 

Sec. 502. Subsection 10 (h) of said Act, as amended, is hereby amended to read 
aS follows: 

“(h) Every contract made pursuant to this Act for annual contributions for 
any low-rent housing project initiated after March 1, 1949, shall provide that no 
annual contributions by the Authority shall be made available for such project 
unless such project is exempt from all real and personal-property taxes levied or 
imposed by the State, city, county, or other political subdivisions, but such con- 
tract shall require the public housing agency to make payments in lieu of taxes 
equal to 10 per centum of the annual shelter rents charged in such project or such 
lesser amount as (i) is prescribed by State law, or (ii) is agreed to by the local 
governing body in its agreement for local cooperation with the publie housing 
agency required under subsection 15 (7) (b) (i) of this Act, or (iii) is due to 
failure of a local public body or bodies other than the public housing agency to 
perform any obligation under such agreement: Provided, That, if at the time such 
agreement for local cooperation is entered into it appears that such 10 per centum 
payments in lieu of taxes will not result in a contribution to the project through 
tax exemption by the State, city, county, or other political subdivisions in which 
the project is situated of at least 20 per centum of the annual contributions to be 
paid by the Authority, the amounts of such payments in lieu of taxes shall be 
limited by the agreement to amounts, if any, which would not reduce the local 
contribution below such 20 per centum: Provided further, That, with respect to 
any such project which is not exempt from all real and personal personal property 
taxes levied or imposed by the State, city, county, or other political subdivisions, 
such contract shall provide, in lieu of the requirement for tax exemption and 
payments in lien of taxes, that no annual contributions by the Authority shall 
be made available for such project unless and until the State, city, county, or 
other political subdivisions in which such project is situated shall contribute, in 
the form of cash or tax remission an amount equal to the greater of (i) the 
amount by which the taxes paid with respect to the project exceeds 10 per centum 
of the annual shelter rents charged in such project, or (ii) 20 per centum of the 
annual contributions paid by the Authority (but not in excess of the taxes levied) : 
And provided further, That, prior to execution of the contract for annual con- 
tributions the public housing agency shall, in the case of a tax-exempt project, 
notify the governing body of the locality of its estimate of the annual amount 
of such payments in lieu of taxes and of the amount of taxes which would be 
levied if the property were privately owned, or, in the case where the project is 
taxed, its estimate of the annual amount of the local cash contribution, and shall 
thereafter include the actual amounts in its annual reports. Contracts for annual 
contributions entered into prior to the effective date of the Housing Act of 1954 
may be amended in accordance with the first sentence of this subsection.” 

Sec. 503. Section 10 of said Act, as amended, is hereby amended by adding the 
following new subsection: 

“(i) Every contract made pursuant to this Act for annual contributions for 
any low-rent housing project for which no such contract has been entered into 
prior to the enactment of the Housing Act of 1954 shall provide that 

“(1) after payment in full of all obligations of the public housing agency 
in connection with the project for which any annual contributions are 
pledged, and until the total amount of annual contributions paid by the 
Authority in respect to such project has been repaid pursuant to the provi- 
sions of this subsection, (a) all receipts in connection with the project in 
excess of expenditures necessary for management, operation, maintenance, 
or financing, and for reasonable reserves therefor, shall be paid annually to 
the Authority and to local public bodies which have contributed to the project 
in the form of tax exemption or otherwise, in proportoin to the aggregate 
contribution which the Authority and such local public bodies have made to 
the project, and (b) no debt in respect to the project, execpt for necessary 
expenditures for the project, shall be incurred by the public housing agency ; 

“(2) if, at any time, the project or any rart thereof is sold, such sale 
shall be to the highest responsible bidder after advertising, or at fair market 
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value, and the proceeds of such sale together with any reserves, after appli 
ation to any outstanding debt of the public housing agency in respect to 
ich project, shall be paid to the Authority and local public bodies as pro 


vided in clause 1 (a) of this subsection Provided, That the amounts to 
be paid to the Authority and the local public bodies shall not exceed their 


espective total contribution to the project 





Sec. 504. Paragraph (6) of section 16 of said Act, as amended, is hereby 
epealed 
o. 505. Paragraph (2) of section 16 of said Act, as amended, is hereby 
nded to read as follows: 
») Any contract for loans, annual contributions, capital grants, sale, or 
ursuant to this Act shall contain a provi n requiring that not less than 
vages prevailing in the locality, as d rmined or adopted (subsequent to a 
at rmination unde ipplicable State or local law) by the Authority, shall be 
all maintenance laborers and mechanics employed in the administration 
thre mw-rent housing « slum-clearance ject nvolved and shall also 
na provision that not less than th prevailing in the locality, as 
etcormined by the Secretary of Labor pursuant to the Dav Bacon Act iv 
1011), shall be paid to all laborers and mechanics employed in the 
opment of the project involved; and the Authority shall require certification 
pliance with the provisions of this paragraph prior to making any 
pa ent under such contract 


TITLE VI—HOME LOAN BANK BOARD 


601. The National Housing Act, as amended, is hereby amended 
1) by amending section 402 (c) (4) to read as follows: 
“(4) To sue and be sued, complain and defend, in any court of competent 
isdiction in the United States or its territories or possessions, and may 
e served by serving a copy of process on any of its agents or any agent 


f the Home Loan Bank Board and mailing a copy of such process by 
registered mail to the Corporation at Washington, District of Columbia.” ; 

id 

(2) by adding the following new subsection to section 405: 

c) No action against the Corporation to enforce a claim for payment of 
nsurance upon an insured account of an insured institution in default shall be 
brought after the expiration of three years from the date of default unless, 
within such three-year period, the conservator, receiver, or other legal cus 
todian of the insured institution shall have recognized such insured account 
sa valid claim against the insured institution and the claim for payment 
of insurance shall have been presented to the Corporation and its validity 
denied, in which event the action may be brought within two years from the 
date of such denial.” 

Sec. 602. The Federal Home Loan Bank Act, as amended, is hereby amended 
by striking “$20,000” in section 10 (b) (2) and inserting “$35,000.” 

Sec. 608. The Home Owners’ Loan Act of 1933, as amended, is hereby 
amended 

(1) by striking “$20,000° wherever it appears in the first paragraph of 
subsection (¢c) of section 5 and inserting 55,000" > and 

(2) by amending subsection (d) of section 5 to read as follows: 

“(d) (1) The Board shall have power to enforce this section and rules 
and regulations made hereunder. In the enforcement of any provision of 
this section or rules and regulations made hereunder, or any other law or 

rulation, and in the administration of conservatorships and receiverships 
as provided in subsection (d) (2) hereof, the Board is authorized to act 
n its own name and through its own attorneys. The Board shall have 
power to sue and be sued, complain and defend in any court of competent 
jurisdiction in the United States or its territories or possessions. It shall by 
formal resolution state any alleged violation of law or regulation and give 
written notice to the association concerned of the facts alleged to be such 
violation, except that the appointment of a Supervisory Representative in 
Charge, a conservator or a receiver shall be exclusively as provided in sub 
section (d) (2) hereof. Such association shall have thirty days within 
which to correct the alleged violation of law or regulation and to perform 
any legal duty. If the association concerned does not comply with the law 
or regulation within such period, then the Board shall give such association 
twenty days written notice of the charges against it and of a time and place 
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at which the Board will conduct a hearing as to such alleged violation of 
duty. Such hearing shall be in the Federal judicial district of the association 
unless it consents to another place and shail be conducted by a hearing exam 
iner as is provided by the Administrative Procedure Act. The Board or an 
member thereof or its designated re presentative shall have power to admit 
ster oaths and affirmations and shall have power to issue subpenas and 
subpenas duces tecum, and shall issue such at the request of any interested 
party, and the Board or any interested party may apply to the United States 
district court of the district where such hearing is designated for the enforce 
ment of such subpena or subpena duces tecum and such courts shall have 
power to order and require compliance therewith. A record shall be mad 
of such hearing and any interested party shall be entitled to a copy of such 
record to be furnished by the Board at its reasonable cost. After such hear 
ng and an adjudication by the Board, appeals shall lie as is provided by the 
Administrative Procedure Act, and the review by the court shall be upon the 
weight of the evidence Upon the giving of notice of alleged violation of law 
or regulation as herein provided, either the Board or the association affected 
may, Within thirty days after the service of said notice, apply to the United 
States district court for the district where the association is located for a 
declaratory Judgment and an injunction or other relief with respect to such 
controversy, and said court shall have jurisdiction to adjudicate the same as 
in other cases and to enforce its orders. The Board may apply to the United 
States district court of the district where the association affected has its home 
office for the enforcement of any order of the Board and such court shal! have 
power to enforce any such order which has become final The Boars 
shall be subject to suit by any Federal savings and loan association with 
respect to any matter ul der this section or re 














g tions made thereunder, o1 
any othe aw or regulation, in the United States district court for the 
district where the home office of such association is located, and may be 
served by serving a copy of process on any of its agents and mailing a copy 
of such process by registered mail, to the Home Loan Bank Board, Wash 
ington, District of Columbia 
(2) The grounds for the appointment of a conservator or receiver for 

Federal savings and loan association shall be one or more of the following 


(i) insolvency in that the assets of such association are less than its obliga 





tions to its creditors and others, including its members; (ii) violation of 
law or of a regulation: (iii) the concealment of its books, records, or assets 
or the refusal to submit its books, papers, records, or affairs for inspection to 
any examiner or lawful agent appointed by the Home Loan Bank Board: and 
(iV) unsat r unsound operation. The Board shall have exclusive jurisdic 
tion to appoint a Supervisory Representative in Charge, conservator, or 

ve If, in the opinion of the Board, a ground for the appointinent 

Onsen rv or receiver as herein provided exists and the Board dete 
! t an emergency exists requiring immediate action, the Board 
i ! ed to appoint ex-par nd without notice a Supervisory Repre 


entative in Charge to take charge of said association and its affairs who 


Shall have and exercise all the powers herein provided for conserVators and 





receive Unless sooner removed by the Board, said Supervisory Representa 
tive in ¢ e shall hold office until conservator or receiver, appointed 
by tl Board afte otice as herein } , takes charge of the assovciatior 

l its iirs, or for six months, ¢ y days after the termination 
of the administrative hearing and final proceedings herein provided, or 
ul days I ! ‘ tt L any itigation affecting such 
tem] ry appointment, whicheve The Board shall have the 





power tO appoint a ce ervator or receiver but no such appointment of 
conserVator or receiver shall be made except pursuant to a formal resolution 
‘the Board stating the grounds therefor and except notice thereof is given 
to said association stating the grounds therefor and until an opportunity 
for an administrative hearing thereon is afforded to said association. Sue 
hearing shall be held in accordance with the provisions of the Administrative 
Procedure Act and shall be subject to review as therein provided and the 
review by the court shall be upon the weight of the evidence. A conservator 
shall have all the powers of the members, the directors, and officers of the 
Federal association and shall be authorized to operate it in its own name or 
conserve its assets in the manner and to the extent authorized by the Board 
The Board shall appoint only the Federal Savings and Loan Insurance Cor 
poration as receiver for any Federal savings and loan association, which shall 
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have power as receiver to bu it its own snle ubject to approval by the 
Board With the consent of the association expressed by a resolution of 
the board of directors or of its members, the Board is authorized to appoint 

conservator or receiver for a Federal association thout notice and with 
ut hearing The Board shall have power to make rules and regulations 
r the reorganization, merger, and liquidation of Federal associations and 
for such associations in conservatorship and receivership and for the con 
wt of conservatorships and receiverships Whenever a Supervisory Repre 
ntative in Charge, conservator, or receivel ppointed by the Board pur 
lant to the provisions of th ection, demamn possession of the property, 
msiness and assets of any ociation, the refusal of any oflicer, agent, 
employee, o1 director of uch association to comply with the demand shall 
punishable by a fine of not more than $1,000 or by imprisonment for not 
ire than one year or both by such tine and imprisonmen 


PLE ViIl—URBAN PLANNING AND RESERVE OF PLANNED PUBLIC 
WORKS 


URRAN PLANNING 


TOL. Vo facilitate urban planning for smaller communities lacking ade- 
e planning resources, the Administrator is authorized to make planning 
s to State planning agencies for the provision of planning assistance (in 


g surveys, land-use studies, urban renewal plans, technical services and 
planning work, but excluding plans for specific public works) to cities and 
Mmunicipatities having a popu ation of less than 25.000 according to the 
decennial census. The Administrator is further authorized to make plan- 
ng grants for similar planning work in metropolitan and regional areas to 
1 State, metropolitan, or regional planning agencies empowered under State 
al laws to perform such planning. Any grant made under this section shall 
exceed 50 per centum of the estimated cost of the work for which the grant 
de and shall be subject to terms and conditions prescribed by the Admin- 
strator to carry out this section The Administrator is authorized, notwith 
nding the provisions of section 3648 of the Revised Statutes, as amended, to 
ke advance or progress payments on account of any planning grant made 
der this section. There is hereby authorized to be appropriated not exceeding 
$5,000,000 to carry out the purposes of this section, and any amounts so appro 
priated shall remain available until expended. 


RESERVE OF PLANNED PUBLIC WORKS 


Sec. TO2. (a) In order (1) to encourage municipalities and other publie agen- 
es to maintain a continuing and adequate reserve of planned public works the 
ruction of which can rapidly be commenced whenever the economic situation 
may make such action desirable, and (2) to attain maximum economy and effi 
ciency in the planning and construction of local, State, and Federal public works, 
he Administrator is hereby authorized, during the period of three years com- 
encing on July 1, 1954, to make advances to public agencies from funds available 
der this section (notwithstanding the provisions of section 3648 of the Revised 
Statutes, as amended) to aid in financing the cost of engineering and architectural 
rveys, designs, plans, working drawings, specifications, or other action pre- 
liminary to and in preparation for the construction of public works: Provided, 
That the making of advances hereunder shall not in any way commit the Congress 
to appropriate funds to assist in financing the construction of any public works 
so planned. 

(b) No advance shall be made hereunder with respect to any individual 
project unless it conforms to an overall State, local, or regional plan approved 
by a competent State, local, or regional authority, and unless the public agency 
formally contracts with the Federal Government to complete the plan preparation 
promptly and to repay such advance when due 

(ce) Advances under this section to any public agency shall be repaid without 
interest by such agency when the construction of the public works is undertaken 
or started: Provided, That in the event repayment is not made promptly such 
unpaid sum shall bear interest at the rate of four per centum per annum from 
the date of the Government’s demand for repayment to the date of payment 
thereof by the public agence) All sums so repaid shall be covered into the 
rreasury as miscellaneous receipts. 
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(d) The Administrator is authorized to prescribe rules and regulations to 
carry out the purposes of this section 

(e) There is hereby authorized to be appropriated not exceeding $10,000,000 
to carry out the purposes of this section, and any amounts so appropriated shall 
remain available until expended. Not more than 5 per centum of the funds so 
appropriated shall be expended in any one State. 


DEFINITIONS 


Sec. 7U3. As used in this title, (1) the term “State” shall include any State, 
territory, or possession of the United States, including the District of Columbia: 
(2) the term “Administrator” shall mean the Housing and Home Finance Ad 
ministrator; (3) the term “public works” shall include any public works other 
than housing; and (4) the term “public agency” or “public agencies” shall mean 
any State, as herein defined, or any public agency or political subdivision therein 





TITLE VIII—MISCELLANEOUS PROVISIONS 


Sec. 801. Section 607 of the Act entitled “An Act to expedite the provision of 
housing in 
October 14, 1940, as amended, is hereby amended by adding the following new 
subsection at the end thereof: 


‘(g) The Administ 


nnection with national defense, and for other purposes”, approved 





rator may dispose of any permanent war housing without 
regard to the preferences in subsections (b) and (c¢) of thi section when he 
determines that (1) such housing, because of design or lack of amenities, is un 
suitable for family dwelling use, or (2) it is being used at the time of disposition 


for other than dwelling pury es, or (3) it was offered, with preferences sub 
stantially s lar to those provided in the Housing Act of 1950 (64 Stat. 48), to 
veterans and occupants prior to enactment of said Act, or (4) it is to be sold 
with a requirement that it be removed from its present location.” 

Sec. 802. (a) The Honsing and Home Finance Administrator shall, as soon 
as practicable during each calendar year, make a report to the President for 
submission to the Congress on all operations under the jurisdiction of the 
Housing and Home Finance Agency during the previous calendar year. 





(b) Section 311 of “An Act to expedite the provision of housing in connection 
with national defense, and for other purposes”, approved October 14, 1940, as 
ng of non 





amended; section 6 of “An Act to provide for the advance 

















Federal public works”, ap}; ed October 13, 1949, as amended: and sections 
5 and 402 I) f the Natio Housing Act is amended, are hereby repealed 
( The ! Hou g Ac ! ded ! 
lL) Ss king the hence g 4 4 i ection 4 
and ting rA ION and 
=) Vs king from subse n e) of s ‘Con 
ind inst gH g d Home Financ 
( | s ce of sec 7 ) ¢ ing Act of 
1937 f al report of 
the H g and H e Fir ( \ “trator to the President for submission 
te Congr : Hous 1 Hor Finance Agency 
s! nm eport on the oy tior nd expenses of the Authority, inclnding 
loans ions nd gr t l contracted f rent housing and 
s] earance 1 ects undertake ind the assets and liabilities of the Au 
thority 
- 106 | ( he H g A 49 nded, is I hy amended 
Dy ! ng nd f iy >) there I g period 
king 2 4 
f I F Hor I n B ‘ 3 al ded, is hereby amended t 
st g e sé d senter of sex ) 
s SU) I Housing 1H f nee Agency ncelnding its constituent 
age es, and ar other d rt nts igencies of the Federal Government 
g ™ s nctions, « luties ith respect to housing under this or any 
othe aw shall exercise such powers, functions, or duties in such manner as, 
consistent with the requirements thereof, will facilitate progress in the reduction 
ott line il y of congested urbar reas Tf enemy attack 
4CT CON OI IN¢ 


Sec. 804. Insofar as the provisions of any other law are inconsistent with the 


provisions of this Act, the provisions of this Act shall be controlling 
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7 SEPARABILITY 
1,000 Sto. 805. Except as may be otherwise expressly provided in this Act, all powers 
shall and authorities conferred by this Act shall be cumulative and additional to and 


t the derogation of any powers and authorities otherwise existing. Notwith- 
nding any other evidences of the intention of Congress, it is hereby declared 
to be the controlling intent of Congress that if any provisions of this Act, or 
the application thereof to any persons or circumstances, shall be adjudged by 
ny court of competent jurisdiction to be invalid, such Judgment shall not affect, 


no 


— mpair, or invalidate the remainder of this Act or its applications to other 
i persons and circumstances. 

e 
ean [S. 2949, 88d Cong., 2d sess.] 


BILL To continue authority to make funds available for loans and grants under title V 
of the Housing Act of 1949 as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of of America in Congress assembled, That title V of the Housing Act of 1949, as 





nended, is hereby amended as follows: 
ais (a) In the first sentence of section 511 immediately following the phrase 
: july 1, 1952” strike the word “and” and insert at the end of the sentence just 
ee efore the period a comma and the language “and such additional sums on and 
o fter July 1, 1954, as the Congress may from time to time determine”. 
a (b) At the end of section 512 just before the period insert a comma and the 
vn language “and to make additional commitments on and after July 1, 1954, for 
F \iditional contributions not to exceed such sums as the Congress may from 
me to time determine”. 
old (c) In section 518 just before the last semicolon insert a comma and the 
inguage “and such further amounts on and after July 1, 1954, as the Congress 
on ivy from time to time determine”, 
for 
the 
n SumMAry or Hovusine Bru 
u TITLE I. FHA INSURANCE 
i 1. Increases improvement and repair loans from maximum of $2,500 to $3,000 
nd repayment period from 3 years 32 days to 5 years 32 days. Changes the 
{ ting maximum of $10,000 for multifamily improvement or conversion loans 


$1,500 per family unit or $10,000, whichever is greater, and the maximum 
an terms from 7 years 32 days to 10 years 32 days 

2. Consolidates and simplifies statutory provisions limiting FHA mortgage 

of terms and changes statutory mortgage limits so that the President under his 

discretionary authority (provided in title II) could raise mortgage limits on 

les housing to $20,000 on a 1- or 2-family house as compared to the present 

ceiling of $16,000, to $27,500 for a 3-family home as compared to the present 

0,500 limit, and $35,000 for a 4-family home as compared to the present $25,000 

’ it Maximum ratio of loan to value would be not to exceed the sum of 95 

I nt of first $8,000 and 75 percent in excess of $8,000 Under these provisions 

imum downpayments could be $400 on a $8,000 house, $900 on a $10,000 house, 

0 on a $12,000 house, $2,150 on a $15,000 house, and $3,400 on a $20,000 house 

3. The same mortgage terms would be made applicable to existing housing as 

to new housing. 


t. Maximum repayment period on all loans could be increased by the President 








up to 30 years 

5. Permits the insurance under section 207 of existing multifamily structures, 
if located in a slum or blighted area and if part of loan is used to repair and 
rehabilitate the property. 

6. President given authority to increase mortgage amounts for multifamily 
rental housing under section 207 on elevator-type structures up to $2,400 per room 
(present limit $2,000) and $7,500 per family unit (present limit $7,200). Ten 
thousand dollars per family unit limitation removed where units are less than 4 
rooms, 

7. Where 65 percent of cooperative are veterans maximum mortgage ‘can be 
p increased by President to $2,375 per room ($2,250 if less than 65 percent), and 

if elevator type up to $2,850 per room ($2,700 if less than 65 percent). 
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S. The maximum loan to cooperatives (sec. 213) would be increased from 
$5 million to $25 million if the mortgagor is regulated or supervised under law 
as to rents, charges and methods of operation 

%. Consolidates all mortgage insurance authorizations and increases FHA 
insurance anthorization by $1% billion plus up to one-half billion dollars with 


appro al of President 





10, Changes Title II, Mutual Mortgage Insurance Fund, by eliminating group 
accounts and substituting a general surplus account and a participating reserve 
account 


11. Authorizes new section 220 FHA insurance on new or existing family 


dwellings in designated area n urban renewal areas and where HIFA has 
pproved community programs for slum prevention and urban redevelopment 
In such areas authorizes loans on houses with more than 4-family units of 


350,000 plus $7,000 for each additional unit over 4. For multifamily units insur 


ance on 90 percent loans with maximum of &2, room ($2,700 in elevator 


type) Loan insurance would be available on aine terms as in section 208 





(sale) al section 207 (multifamily rental intil President authorizes higher 
limits within provisions of section 220 


12. Authorizes a new section 221 FHA insurance program on low-cost housing 
for families displaced as a result of slum-clearance operations or Government 
action, where community requested such insurance and it met el 


ments of HHFA The FHA ¢ 


require 
and the 





minissioner would determine the 


number of units to be insured in a particular area It provides 
(a) Maximum insured loan of $7,000, 100 percent insurance, ($200 cash down 
required for closing costs) 40-year loay 0 hew or existing structures 


(6) Insurance Of $7,000, 100 percent 40-year loans for repair and rehabilita- 


tion of dwellings for more than 10 families where mortgagor is nonprofit organi 





Zation, pub i; or private, al d regulated by Federal or State government 
rents and charges 


as to 


‘) Kighty-five percent 40-year loans to builders to facilitate sales to owner 


eccupants der purchase contract or lease option agreements 


(d) Option to assign mortgages not in default after 20 vears to FHA for 10 
year debentures at Federal going rate at date of issuance 

I Extends military housing (title 8) to July 1, 1955 

14. Terminates defense housing (title 9) at expiration date, July 1, 1954 

15. Authorizes FHA insurance of open-end mortgages on 1- to 4-family houses. 


rirLe Il MORTGAGE INTEREST RATES AND TERMS 


1. Authorizes flexible mortgage rates and terms. 

(a) Gives President authority to set maximum interest rates on FHA and 
VA loans at different levels for different classes of mortgages, but could not be 
more than 24% percent above average market yields on Federal bonds having 
remaining maturity of 15 years or longer. 

(b) President authorized to establish limits on FHA and VA fees and charges, 

(c) President authorized to establish maximum maturities and minimum down- 
payments on FHA and VA loans, also maximum dollar limitations on FHA 


mortgages 


2. Repeals section 504 of Housing Act of 1950, relating to fees and charges. 


ITLE III, FEDERAL NATIONAL MORTGAGE ASSOCIATION 


1. Recharters FNMA as constituent agency of HHFA, with HHFA Adminis- 
trator as Chairman of Board of Directors of five Government members. 

2. Authorized to purchase FHA and VA mortgages or participations not to 
exceed $12,500 per family unit 

3. In effect, capital and surplus of existing FNMA would be used to capitalize 
new FNMA (estimate at $70 million). 

In connection with the secondary mortgage facility (see 4) capital contribu- 

ons of not less than 3 percent of the mortgage or participation amount would 
be required of all sellers to the Associatio In return nonrefundable convertible 
certificates would be issued to the sellers, to be exchanged for capital stock when 
Treasury stock is retired 

4. Establishes a new secondary mortgage market facility. 

a) To purchase eligible mortgages at prices (not above par) for particular 
classes of mortgages as determined by Board of Directors. Volume of purchases 
and sales, prices, charges, and fees would be determined with the view that 
excessive use of the Association's facilities should be avoided. 
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(b) Mav enter into one for one contracts, but otherwise may not make advance 
commitments, 

(c) To issue Association nonguaranteed obligations, not In ¢ 
ts capital, surplus, reserves, and undistributed earnings to carry out Its second- 


xcess of 10 times 


market operations 
(d) The Secretary of Treasury is authorized to invest in sue h obligations up 
to $500 million, plus an amount equal to reduction in KE NMA present portfolio, 
hut not more than $1 billion, until Treasury stock in Association is retired 
». Provides special assistance functions 
(a) President could authorize advance commitments and purchases ot tort 


hous ne pre 


ves of various types and Classifications as a support for special 


us or to retard a serious market decline 
bh) Treasury would supply funds in return for obligations of not more than 


5S venrs maturity 
(c) President could authorize not more than $200 million in purchases and 
yomitments to be outstanding at any one tine but would have dditional 


participation 


ithority up to $100 million to enter commitments for mortg: 
cements for a fixed 20-percent undivided interest in each mortgage, but with 





deferred participation agreement to purchase the remainder in the event of 


default 
6G. Liquidation of existing FNMA portfolio 
( Issue to public nonguaranteed obligations against its assets The funds 
btained would be used to reduce existing Treasury’s investment 


b) Treasury authorized to purchase Association’s obligations in sufficient 

ount to carry out Association’s liquidation functions Such obligations would 
have maturities of 5 years or less and the interest rate would be based on the 
yverage rate of outstanding Government obligations 

(c) Three hundred million dollars of the present authorization of FNMA for 
mortgage purchases would be made available for the special assistance program. 
(See 5.) 

7. Separate accountability would be maintained for the (@) secondary market 
operations, (0) special assistance functions, and (¢) management and liquidat 


ng functions of the rechartered FNMA 
TITLE IV SLUM CLEARANCE AND URRAN RENEWAI 


\ll the amendments are designed primarily to broaden and redirect the present 
um clearance and redevelopment program so as to assist not only the com 
unities in clearing their slums, as is presently provided, but to prevent their 
spread by rehabilitating and improving blighted, deteriorated, or deteriorating 
reas. The criteria, terms and definitions of title I of the Housing Act of 1949 

changed in accordance with the broader scope of the program In these 
larger areas, known as urban renewal areas, there could be carried out (in ad- 
dition to the slum clearance and redevelopment now authorized) plans for vol 
untary repair and rehabilitation of buildings, clearance of deteriorated struc 
tures, and reconstruction of streets and other necessary improvements 

Requirements with respect to local responsibility and local action would be 
trengthened and increased 

The requirement that a commercial or industrial deteriorated area may be 
cleared with Federal assistance only if the area be redeveloped for predomi 


nantly residential purposes is eliminated In other words, a deteriorated com 
mercial site can be redeveloped for commercial purposes. However, there would 
he substituted a requirement that the project be in accordance with an urban 


newal plan to achieve “such community objectives for the establishment and 
preservation of well-planned residential neighborhoods,” 

The 2 \ formula for Federal local grants now in the law would not be 
hanged However, in the gross project cost might be included, in addition to 
those items now included, expenditures for carrying out plans for a voluntary 
repair and rehabilitation and the acquisition of property for the broader pur 
pose indicated above, as well as the installation, construction and reconstruc 
tion of streets, utilities, parks, playgrounds, and other improvements (which 
need not be in a slum clearance area) necessary for carrying out the urban 


renewal plan 


lITLE \V LOW-RENT PUBLIC HOUSING 


1. Extends preference in public housing, now limited to those displaced from 
public housing or slum clearance projects, to include also those displaced by 
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other public actions, such as code enforcement and closing of structures, highway 
construction, ete. 

2. Makes payment of 10 percent of shelter rents in lieu of taxes mandatory 
for public housing projects, except where this would reduce local contribution 
to less than 20 percent of the Federal contribution. 

3. Permits localities to elect to charge full taxes provided they make up the 
difference in cash to maintain a local contribution equal to 20 percent of the 
Federal contribution 

4. Requires that the governing body and the public be informed of total local 
contribution, including the difference between payments in lieu of taxes and 
amount that full taxes would require. 

5. Provides that after projects are fully amortized, that net revenues go 
proportionately to Federal and local governments on the basis of their contri 
butions, in order that in time such contributions may eventually be recovered 
as far as possible, and the projects be made self-liquidating. 


TITLE VI. HOME LOAN BANK BOARD 


1. Provides method whereby Federal Savings and Loan Insurance Corporation 
may be served with notice of suit anywhere, and not just in the District of 
Columbia. Also bars enforcement of claim against the Corporation after 3 
years from date of default, or, if the Corporation denies validity of the claim, 
after 2 years from the date of denial. 

2. Increases maximum loan that a Federal savings and loan association may 
make (beyond exception already allowed) to $35,000, instead of the present 
$20,000 limit, set in 1983. Makes comparable changes as to collateral acceptable 
by Federal Home Loan Bank for advances. Also provides procedures for ap- 
pointment of conservators and receivers of Federal savings and loan associations. 


TITLE VII. URBAN PLANNING AND RESERVE OF PLANNED PUBLIC WORKS 


1. Provides $5 million to Housing and Home Finance Administrator for plan- 
ning grants up to 50 percent of estimated cost to State, metropolitan, and 
regional area agencies for metropolitan or regional planning, and to State 
planning bodies to assist municipalities under 25.000 in urban planning. 

2. Provides $10 million to resume non-interest-bearing planning advances to 
local and State bodies for public works plans, repayable when construction is 
undertaken, in order that such works can be ready for construction if the 
economic situation should require it. 





TITLE VIII. MISCELLANEOUS PROVISIONS 


Includes exemptions from preference provisions of unusual types of perma- 
nent Lanham Act projects and provides for a consolidated report to Congress 
on agency’s activities instead of assorted reports on various programs and 
activities. * * * Provides for consideration to be given to the reduction of 
vulnerability of congested areas to enemy attack in carrying out housing 
programs. 

The CuarrmMan. Before proceeding, Senator Maybank, who has 
to leave here in a few minutes and possibly will be away the rest 
of the afternoon 

Senator Maysank. I will be back. 

Che CHarrmMan. Before he leaves, he has 2 or 3 questions he wants to 
isk you, Mr. Cole, on this legislation as it applies to another matter. 

Senator Maynank. Mr. Chairman, I want to join with you in ex- 
tending your congratulations to Mr. Cole. The housing group ap- 
pointed by the President has done a good job. I want to concur with 
your statement that there are changes recommended in the basic law 
which should be discussed here before too many changes are made. 

On the other hand, I introduced the Housing Act of 1949. I was 
chairman of this committee at the time. I have been on this com 
mittee since 1941. I am deeply interested in housing. The first or 
second housing project in the United States was built in Charleston, 
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ore there was a public housing program. The concern I have is 
r legislation by an Appropriations Committee, of which 1 am also 
ember. If the basic law should be changed, then it should be 
red by this committee. In this instance it has been changed by 
\ ppropriations Committee. 

| understand that the Reorganization Act prohibited legislation on 
propriations bills, so far as the Senate was concerned, without 
nending the rules. Of course, the House operates under its own 
[ am a believer of government by law and I concur thoroughly 
f the housing law is to be changed, it should be changed by this 
mittee, not by the Appropriaions Committee. In the first. place, 
\y propriations Committee has not listened to the housing argu 

that we had here over a period of years and year. 
Mr. Chairman, this is all leading up to a question. ‘The Congress 
ed the independent offices appropriation last year, and that bill 
nged the Housing Act to abolish public housing at the end of this 


| erefore, the law that ] struggled for. that Bob Taft and many 

rs struggled for, is no longer the law. 
1m I eorrect. Mr. Cole, that in your judement, as Administrator, 
there is now no public housing law, unless the Appropriations 
Committee that is not charged with housing should make another 


nge in the public law ¢ 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY B. T. FITZPATRICK, DEPUTY ADMINISTRATOR AND GENERAL 
COUNSEL, HOUSING AND HOME FINANCE AGENCY; GUY T. 0. 
HOLLYDAY, COMMISSIONER; AND ALLAN T,. THORNTON, DIREC- 
TOR, PERSONNEL AND STATISTICS DIVISION, FEDERAL HOUSING 
ADMINISTRATION 


Mr. Corr. Senator Maybank, you are correct. Unless there is a 

nge in the existing laws, no more public housing will be started 

er this fiscal year than that which is already under construction. 

Senator Maysank. I might say, in admiration of the Administra 
tor—he knows how I feel about it—because I asked him these ques 

ms when he was confirmed by the Banking and Currency Commit- 

, and he said he had studied the law and he believed in the law as it 

is at that time; that he would not suggest changing the law. The 
ommittee which he appointed accepts that. There should be 35,000 

ts built according to the President’s own statement. Am I cor- 
rect in that? 

Mr. Conn. The President’s Advisory Committee recommended the 
ontinuation of public housing, pending demonstrated success of other 
programs. No specific number of public housing units, however, was 

ommended by the President’s Advisory Committee. 

Che President, in his special housing message, did, however, recom 
mend to the Congress that it adopt a program of 35,000 units per 
ear for the next 4 years. 

Senator Maysanx. That is what I have reference to. 

Now, of course, coming back again to the basic law, if this com 
uittee decides to abolish public housing, I think this committee should 
lo it in this bill. Therefore, so that evervone will have a chance to 
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vote on the legislation, Mr. Chairman, I am going to introduce an 
amendment to this bill which provides that—I will ask the clerk te 
read it, if I may. 

(Mr. MeMurray read the amendment which appears below. ) 

Senator Maynank. It merely means this: We go back to the basie 
law and if we have enough courage to change the basic law, then let’s 
change it In this committee. Let’s change it on the Senate floor. Let’s 
change iton the House floor. Let’s not hide behind schemes and appro 
wiation bills which, in most Instances, are most outrageous, That is 
all L ask this committee to do. 

As far as I am concerned, I do not think 135,000 public housing 
ry: I do think some are hecessary. I would not vote for 
9,000 units, but L would vote for whatever seems necessary, as the 


reside t's « om mittee sald, atte I thr re has been an exhaustion of the 


ullits are necess: 


ae 
P 
efforts by private enterprise. In my own city private enterprise 
couldn't do it all. The same housing authority they appointed in 


1936 is still in effect today. I bring this up because 1f we are going to 


] 
i 
} 
! 


] : : 4 ° 
change the law, let’s not change it by amendment to the ay propria 


tion bill Ol bobtail the bill, Let’s ( hange the basic law. 


} 


| don't know how many ullits the Appropriations Comittee would 
vote for. It might be only 10,000 or 15.000, 

I will ask the Administrator this question: There are some cities 
who have cone alo oO i} vood faith, and if this thing is shut off, would 
have put up money and have made ai rahngements to complete hous hy 
that would be shut off: 1s that correct ¢ 

Mr. Cour. That is correct. 

Senator Maypank. Thank you, Mr. Chairman. 

The Cnatrmman. The able Senator is introducing an amendment 
to S. 2938 which will be printed in the record at this point. 

(Senato1 Maybank’s amendment follows:) 


AMENDMEN' 


Intended t be proposed by Mr. Maybank to the bill (S. 2038S) to aid in the 


provision and improvement of housing, the elimination and prevention of slums, 
and the conservation and development of urban communities, viz: On page 94, 
after line 11, insert the following new section: 

Spec. 506. The third sentence of subsection (e) of section 10 of the United 
States Housing Act ¢ 1937, as an ed, is hereby amended by striking out the 


period at the end thereof and inserting a colon and the following new proviso 
ee id provided urther, That. notwithstand fr anv other pre Visions of law ex 


cept provisions hereafter enacted expre ! initation hereof, the provisions 
of this subsection and of section {? shall be in full force and effect, and, insofar 
as the provisior f any otl Act are inconsistent with the provisions of this 
ubsection or of said section 9, the provisions of this subsection and of said 
sect n +e hi iM ont inn 


The Cuarman. We will place in the record at this point the state 
ment that vou ses ured from the ceneral counsel of the Housing and 


Home Finance Agency 


The statement re fe rred tO follows:) 


The First Independent Offices Appropriation Act, 1954, contains the follow 
Ing ] : pplicable to low-rent public housing projects: 
“p rided th That notwithstanding the provisions of the United States 


Housing Act of 1937, as amended, the Public Housing Administration shall not, 
with respect to projects initiated after March 1, 1949, (1) authorize during the 
fiscal year 1954 the commenceme 
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ind dwelling units, or (2) after the date of approval of this Act, enter into any 

ew agreements, contracts, or other arrangements, preliminary or otherwise, 

vhich will ultimately bind the Public Housing Administration during fiscal year 
954 or for any future years with respect to loans or annual contributions for 
ny additional dwelling units or projects unless hereafter authorized by the 

Congress to do so, and during the fiscal year 1954 the Housing and Home Finance 
\dministrator shall make a complete analysis and study of the low-rent public 
ising program and, on or before February 1, 1954, shall transmit to the Appro 


{ 


priations Committees of the House and Senate his recommendations with 
espect to such low-rent public housing program,’ 
Phe Independent Offices Appropriation Act, 1958, contains the following proviso 
th respect to low-rent public housing projects: 
Provided further, That notwithstanding the provisions of the United Stat 
Housing Act of 1937, as amended, the Public Housing Administration shall not 
ith respect to projects initiated after March 1, 1949, (1) authorize during the 
eal vear 1953 the commencement of construction of in excess of thirty-five 
housand dwelling units, or (2) after the date of approval of this Act, enter into 
vy agreement, contract, or other arrangement which will bind the Public Hous 
Administration with respect to loans, annual contributions, or authorizations 
r commencement of construction, for dwelling units aggregating in excess of 
iirtyv-five thousand to be authorized for commencement of construction during 


one fiscal year subsequent to the fiscal year 1953, unless a greater numbe 


ri 


} 


nits is hereafter authorized by the Congress 
So long as Clause (2) of the above-quoted proviso from the First Independent 
Offices Appropriation Act, 1954, remains in ellect o new contracts for any low 
ent public housing projects may be entered into unless the Congress authori 
»entering into of such contracts 
In the event that the Congress repealed clause (2) of the above-quoted proviso 
umn the First Independent Offices Appropriation Act, 1954, there would still 
iin in effect clause (2) of the above-quoted proviso from t he Indep nden 
Offices Appropriation Act, 1953, which prohibits the entering into contracts 
w-rent public housing which would provide for the commencement of the « I 
iction of more than 35,000 units in any future fiscal yeu 


Senator Maynank. I told the chairman I was going to bring this up 

cause I think the American people have been done a great wrong 
by having Appropriations Committees legislate on a law that took 
ears and years to pass, and I don’t think there were but 12 votes 
vainst the bill when it became a law in 1949. 

If we are going to have legislation by Appropriations Committees, 
I might say to my friend, the distinguished chairman, for whom I have 
vreat affection, and the Administrator, there isn’t any use for this bill. 
Suppose they don’t want to appropriate any money for FHA em- 
plovees ¢ 


If you are a committee, you have to stand on your owl 
it is all [T have, Mr. Chairman. 

The Cnamman. Thank you very much. We shall consider, of 
urse, When we start writing up this legislation, the amendment you 
ist introduced. 


Senator Maynank. I not only think it is, this committee’s duty to 


cetermine the public housing program; it is this committee’s duty 


recommend these things: and I resent, as a member of this com 
ttee, the tak ng away of the authority by the \ppropriat on Com 
ttee by bobtail legislation. 
Che CHarmMan. We will have as our first witness now Mr. Cole 
Wi W ill go on this afternoon for a couple of hours, | presume, ‘J hen 
e will recess until 10 o'clock tomorrow morning, and our hearings 
ll be in our regular room, in the Senate Office Building. 
We will possibly have to hold hearings tomorrow aitternoon avd 
non Thursday morning and] hursday afternoon. Unfortunately, 
annot be here tomorrow or Thursday morning, because I am going 
Chive funeral of Will Haves 1h} Sullivan. hh I 


44750—H4 pt. 1 t 
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I have asked Mr. Bennett to act as chairman in my absence. I just 

ant to make that statement at this time so you will understand why 
I am not here. I will have to go to the funeral of Will H. Hayes, 
who was a great American, Postmaster of the United States, as well 

eee national chairman back in 1920. He was head of the 
movie industry for many, many years, and there are many other 
ttribete ‘s Will H: ayes had which I shall not take the time to mention 
here. 

I presume, Mr. Cole, you have a statement you would like to read. 

Mr. Cote. Yes, Mr. Chairman. I have a suggested method of pro- 
edure which may or may not suit the convenience of the chairman 
ind the committee. 

The Crarrman. Let me say this: Our agenda calls for finishing 
vith the so-called Government witnesses this week. 

Mr. Core. Yes. 

The CHamman. This legislation is too complicated and too far- 
reaching to be hurried: and if we don’t have the time to finish this 

eek, we will take ee time is necessary next week. This is a 
very complicated bill; it is, in many respects, hard to understand. 
There are many new features and new things that have been added 
to it. It changes the old basic law in many, many respects. We are 
not going to hurry anyone and we are going to listen to all persons 
vho care to be heard. It is going to require the best thinking of all 
f us to come up with the right solution for this housing problem 
from this point on. 

You may proceed, Mr. Cole. 

Mr. Cote. I was going to suggest, Mr. Chairman, that I proceed 
with the portions of my statement with respect to FHA and then Mr. 
Hollyday, Commissioner of FHA, proceed with the detailed state- 
ment concerning the provisions relating to FHA. Then, if satisfac- 
tory to your amanda e, we submit ourselves to questions on the FH . 
provisions of the bill. Following that, then, we would proceed 1 
the secondary mortgage credit facilities, slim clearance and eich 
renewal, and so on through each title to the bill. Because the bill is 
long, and because it is involved, it lends itself pretty well to that sort 
‘f procedure, if that meets with your approvs al and your procedure. 

The Cuarrman. Yes. You proceed in any way you care. I would 
like to make this statement at the moment, because someone may won- 
der why Senator Ives is not going to act as chairman in my absence, 
because he is chairman of the Subcommittee on Housing. The reason 
s that Senator Ives is tied up in the Labor Committee with labor 
egislation and just doesn’t. have the time. 

Senator Ives. We are trying to write the bill. 

The CHarrmMan. Normally, Senator Ives, as chairman of our Sub- 
ommittee on Housing, would preside. 

Mr. Corr. Mr. Chairman and members of the committee, I appre- 

iate very much the opportunity to appear before your committee. 
[t is my purpose to extend to you such assistance as I can in your 
onsideration of S. 2398, a bill “to aid in the provision and improve- 
ment of housing, the elimination and prevention of slums, and the 
conservation and development of urban communities.” 

S. 2938 is a very extensive housing bill. It covers 8 titles in its 107 
pages. A rather detailed section-by-section summary of its provi- 
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ms has been made available to your committee, so I shall try, in 

y statement, to cover generally the major features of the bill. 
should like to wealenies the fact that this legislation, which em 
bodies a number of measures designed to promote the efforts of our 


eople to acquire good homes and to assist our communities to de 
op wholesome neighborhoods in which American families can live 


d prosper, ranks high among the proposals included in the program 
hi h President Eisenhower has 1 ‘ecommen ded to th 1e GO ongre 
On January 25 of this year the President transmitted to the Co 
ess a special message containing his recommendations for housing 
gislation. In that message the President pointed out that the devel 
pment of conditions under which every American family can obtai) 
rood housing is a major objective of national policy, stating: 
It is important for two reasons. First, good housing in good neighborhoods 
s necessary for good citizenship and good health among our people. Second, a 
gh level of housing construction and vigorous community development are 
sential to the economic and social well-being of our country. It is, therefore 
properly a concern of this Government to insure that opportunities are provided 
ery American family to acquire a good home 
To help find the best ways of meeting this major objective of na 
nal policy the President last fall appointed an Advisory Com 
mittee on Government Housing Policies and P rograms, Its mem- 
Del hip consisted of leading citizens experienced in the problems of 
housing, mortgage finance, and community development. For the 
nformation of your committee, we have supplied a list of the names 
of its members. 
Tha Advisory Committee, as you gentlemen know, made an exhaus 
e study of the existing Federal housing legislation and program 
\lso, it analyzed numerous proposals looking toward the develop 
ent of a housing program better adapted to current requirements. I 
in testify from personal experience that the members of the Advisory 
Committee worked long and hard on the task assigned to them, for I 
erved as Chairman of the Committee, and I stayed with them day 
fter day, night after night, and week after week, in their efforts to 
levelop a well-rounded program to better the living conditions of 
\merican families. I think the members of this Advisory Committ: 
: lid an excellent job and performed an important public service. 
The conclusions and recommendations of the Advisory Committee 
ere set forth in the report which it submitted to the President 
on December 14, 1953. i have sent copies of that report to each 
member of your committee. Most of the conclusions of the Advisor) 
Committee, as well as the results of our own studies and experience 
n administering the existing housing legislation, were reflected in the 
recommendations contained in the President’s special housing message, 
_ are included in the pending bill. 
[ desire to advise your committee that I have been authorized by 
the Bureau of the Budget to state that the enactment of the bill 
ould be in accord with the program of the President. Since the 
clearance letter contains specific comments with respect to 2 or 3 
provisions of the bill, I am submitting a copy of that letter for the 
information of your committee. 
— mortgage loan insurance—I should like to comment briefly 
on 3 or 4 of the principal features of the bill relating to the operations 
of the FHA. Federal Housing Commissioner Guy Hollyd: ay is here 
vith me and has a more detailed statement covering the provisions of 
the bill relating to the FHA. If it is agreeable to your committee. 
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we would proceed with Mr. Hollyday, and answer questions after 
his presentation. 

The Cuarrman. We will do so. At this point, unless there is some 
objection on the part of committee members, I think it would be wise 
to make a part of our record the first 20 pages of the Report of the 
President’s Advisory Committee on Government Housing Policies and 
Programs, because in those pages, you will find their recommenda- 
tions. T rather suspect it would be a good idea to place them in the 
record at this point, so without objection, the first 20 pages of the 
President’s Advisory Committee on Government Housing Policies and 
] rogTams W il} be placed in the record, 

(‘The report referred to follows :) 


SUMMARY OF THE ADVISORY COMMITTER’S SPECIFIC RECOMMENDATIONS 


In order to carry out its detailed studies of the Government's housing policie 
nd programs, the Advisory Courmittee set up five Subcommittees. The work of 
these Subcommittees was coordinated by the Executive Committee The con 
clusions and recommendations of the several Subcommittees were reviewed, and 
by the full Advisory Committee. The recommendations 
below are those finally adopted by the Advisory Committee. They are grouped 
by major purpose rather than by reference to the Subcommittees which originally 
proposed them. The reports of the various Subcommittees constitute the appen 


in some cast modified, 


dices of this report Appendix 1 is the report of the Subcommittee on FHA 
and VA Housing Programs and Operations; Appendix 2 is the report of the 
Subcommittee on Urban Redevelopment, Rehabilitation and Conservation; Ap 


pendix 3 is the report of the Subcommittee on Housing for Low-Income Families ; 
Appendix 4 is the report of the Subcommittee on Housing Credit Facilities 
Appendix 5 is the report of the Subcommittee on Organization of Federal Hous 
ing Activities in the Federal Government In connection with each of the Ad 
isory Committee's recommendations below, a reference is provided to the po 
tions of the appendices which deal with the same subject 


I. STATEMENT OF BASIC POLICY 


It is the conviction of this Committee that the constant improvement of the 
living conditions of all the people is best accomplished under a strong, free 
competitive economy, that every action taken by Government in respect to hous 
ing should be for the purpose of facilitating the operation of that economy to 
provide adequate housing for all the people, to meet demands for new building 
to assure the maintenance, restoration, and utilization of the existing stock of 
housing, and the elimination of conditions that create hazards to public safety 
and welfare and to the economic health of our communities, and that only those 
measures that prove to be successful in meeting these objectives should be 


coutinued 


I! RECOM MENDATIONS DESIGNED TO PROVIDE SPECIAI AIDS TO LOCAL COMMUNITIES 
AND TO PROPERTY OWNERS TO ENCOURAGI rHE CONSERVATION AND RENEWAL OF 


DECAYING NEIGHBORHOODS 


1. The program of Federal loans and grants established by title I of the Hous 
ing Act of 1949 should be broadened. It should provide assistance to communi 
ties for rehabilitation and conservation of areas worth saving as well as for the 
clearance and redevelopmentof wornout areas. It should make Federal loan 
grants available for well-planned neighborhood projects at any stage of the 
bun renewal process provided they will clear blight and establish sound healthy 


neighborhoods. (Appendix 2, Recommendations 1 and 3.) 


2. An ban renewal fund should be established to provide both loans and 
to local communities for urban renewa The size of the fund should 
sufficient to permit necessary advar planning and it should be augmented 
vea in such amounts as the Administration and the Congress may determine 
The grant funds presently authorized and unused under Title I of the Housin 
Act of 1949 should be transferred to the urban renewal fund. The strdies of 


the Committee indicate that they are adequate to cover requirements for at least 
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‘Tr e next fiscal year Additions to the fund should be made yearly in such 
ints as the Administration and the Congress may determine, taking into 
ideration the capacity of the program and the financial ability of the Fed 
Government to provide the necessary funds. (Appendix 2, Recommendation 


le | fo provide technical and professional assistance to communities, at their 
ad juest, for the planning and development of programs for urban renewal, an 
renewal service should be established in the Urban Renewal Adininistra 

1 proposed new constituent of the Housing and Home Finance Agency 
i will be described later in this report) (Appendix 2, Recommendation 6.) 

fo encourage more effective action among the cities in facing up to 
cd] el of blight the present basis for geographical allocation of funds should 
difled to make one-third of the capital grant funds available to tho itic 
il the highest level of performance in a positive overall attack on urban 
(Appendix 2, Recommendation 10.) 

A special fund of $5 million should be set aside from the presently autho! 

unds for grants under Title I of the Housing Act of 1949 to be used in te 
developing, and reporting slum prevention and slum elimination techniques 

; American communities expenditures from this fund should be on a two 
o ds grant basis but should be made available to Communities without regard 
he restrictions imposed on other loan and grant funds Lessons learned 
d h this activity will be of great value to other cities and to the Federal 
ernment in the refinement and improvement of the urban renewal prograin 


Appendix 2, Recommendation 11.) 
6. To help the smaller communities and to stimulate planning and action on 


fropoli 





itan area basis, grants are recommended on a matching basis to State 
metropolitan area governmental planning agencies to cover the cost of tech 

al assistance. (Appendix 2, Recommendation 16.) 
(. The Federal Housing Administration should be authorized to insure the 
ite financing of dwellings in urban renewal areas. ‘To carry out this recom 
ndation the Committee urges that Title IIT of the National Housing Act be 
ended by the addition of a new Section 220 which would empower the Federal 
Housing Commissioner to insure loans on liberal terms for the rehabilitation of 
ng properties and for the construction of new dwellings in designated 
wal areas, provided the local community has taken appropriate action and 
ted evidence that it has developed a workable program to attack the 
lem of urban decay The Committee agrees that unreasonable rent increase 
not to follow rehabilitation. The Section 220 proposal contemplates th 





ishment of maximum rents for structures of 12 or more units. This control 
uld follow the same procedures now used by the Federal Housing Administra 


in its large-scale rental housing program \ substantial minority felt that 
ar provision should be made to cover all rehabilitated structures including 


e-family homes (Appendix 1, Recommendation 16; Appendix 2, Recom 

ty endation 7; Appendix 3, Recommendation 1. ) 

‘ lo see to it that Federal assistance as related to local programs which actu 

‘ace up to the local problems, the Committee recommends that extension « 

al financial assistance and the insurance of mortgages in urban renewal 

ve conditioned upon the submission by the local communities of a workable 
ram to attack the problem of urban decay 

The same type of evidence should be presented by the community before Federal 

stance is granted for low-rent subsidized housing. Determinations regarding 
uplianece with the requirements should be made by the Housing and Home 
Finance Administrator on the advice and recommendation of the Urban Renewal 
\dministration, in order that all Federal action, be it in the form of loans, grants 
mortgage insurance in urban renewal areas can be closely coordinated in the 
erest of both the local community and the Federal Government (Appendix 

Recommendations 2, 3, 8 and 9; Appendix 3, Recommendation 5; Attachment 

Appendix 3.) 

4. A broadly representative private organization should be formed outside the 
Federal Government with congressional and/or Presidential sponsorship to 
mobilize publie opinion in support of vigorous action by the communities in slum 
| prevention, neighborhood conservation and other urban renewal activities 
| here is a need for vigorous and responsible leadership on a national scale to 

promote the type of integrated urban renewal program which is recommended. 
Such an undertaking should not be a direct activity of the Federal Government 


but rather should be carried out by a private organization which will bring to- 
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gether top leaders in business and labor, trade, civic and religious organizations. 
(Appendix 2, Recommendation 12.) 

10. The Committee urges that this private national organization encourage 
inquiries into the ownership and operation of slum property and the failure of 
cities to compel compliance with their health and housing codes. Such inquiries 
into the nature of the slum problem and some of its principal causes can be 
important first steps in activating publie opinion in support of effective slum 
prevention and urban renewal programs. (Appendix 2, Recommendation 13.) 


III. RECOMMENDATIONS DESIGNED TO MAINTAIN AND IMPROVE THE EXISTING HOUSING 
SUPPLY 


1. The minimum downpayments and maximum amortization periods recom- 
mended elsewhere in the report for Section 203 of the National Housing Act 
should be made available to both existing and new homes. The adoption of this 
recommendation will put good used housing within the financial reach of more 
families. (Appendix 1, Recommendation 5.) 

2. Title I of the National Housing Act should be amended to permit Class I (a) 
loans to finance the modernization or repair of existing structures up to a maxi- 
mum amount of $3,000 with a maximum term of 5 years. This recommendation 
is designed to permit somewhat larger character loans for a longer amortization 
period to encourage the modernization of single-family homes. (Appendix 1, 
Recommendation 1.) 

3. With respect to the insurance of Class I (b) loans for the modernization, 
repair, or conversion of residential structures which is now authorized under 
Title I of the National Housing Act, the Committee recommends two changes. 
First, for those structures which are designed for the use of 2 to 4 families, the 
present $10,000 loan limitation should be retained but the maximum term of 
the loan should be increased to 10 years. Second, for the rehabilitation of 
larger properties designed to accommodate more than four families, it is recom- 
mended that insurance of loans be authorized up to a maximum of $10,000 per 
structure or $1,500 per unit, whichever is greater, and have a maximum term of 
10 years. (Appendix 1, Recommendation 2.) 

4. The Federal Housing Administration should utilize every available admin- 

istrative control to assure that homeowners are protected against possible losses 
from irresponsible parties utilizing the modernization program under Title I of 
the National Housing Act. (Appendix 1, Recommendation 3.) 
5. The National Housing Act should be amended to permit the Federal Hous- 
ing Administration to include an open-end clause in its insurance contracts. 
Although it is recognized that there are some legal difficulties in this recom- 
mendation, it is the opinion of the Committee that wherever State laws permit, 
the Federal Housing Administration should authorize open-end mortgages, pro- 
vided advances of funds under such mortgages are used exclusively for repairs, 
improvements, enlargements, modernization, or permanent additions to the 
realty. (Appendix 1, Recommendation 25.) 

6. Appropriate administrative steps should be taken by the Federal Housing 
Commission to permit wider use of the trade-in house program as a means of 
upgrading the existing inventory of housing. (Appendix 1, Recommendatio1 
25. ) 


IV. RECOMMENDATIONS DESIGNED TO ENCOURAGE PRIVATE BUILDING ACTIVITY 


1. Section 203 of the National Housing Act should be amended to provide Fed 
eral Housing Administration insurance of mortgage loans on 1- to 4-family 
homes of 95 percent of the first $8,000 of the value and 75 percent of the excess 
with an increase in mortgage ceilings to $20,000 for 1- and 2-family dwellings, 
$27,500 for 3-family dwellings, and $35,000 for 4-family dwellings. (Appendix 1, 
Recommendation 6.) 

2. The maximum term for all home mortgages insured under Section 203 of 
the National Housing Act should be increased to 30 years. (Appendix 1, Rec- 
ommendation 7.) 

8. For multifamily rental housing under Section 207 of the National Housing 
Act the upper mortgage limit of $10,000 per unit should be removed and the 
maximum mortgage should be determined by applying $2,000 per room or 80 per- 
cent of value, whichever is less, with $2,400 per room for fire resistant or fire- 
proof elevator structures. For projects having an average of less than four 
rooms the $7,200 maximum mortgage should be retained. (Appendix 1, Rec- 
ommendation 13.) 
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4. Section 207 of the National Housing Act should be amended to clarify the 
authority of the Federal Housing Administration to insure loans up to 90 per 
cent of value but not in excess of $7,200 on projects where the average number of 
bedrooms is not less than two per unit. (Appendix 1, Recommendation 14.) 

5. Mortgage ceilings for cooperative housing projects under Section 213 of 
the National Housing Act should be modified to provide $2,250 per room if there 

re 4 or more rooms per unit; $2,700 per room for fire resistant or fireproof 
elevator structures; $8,100 per unit for projects averaging less than 4 rooms 
per unit. But in no case should these amounts be in excess of 90 percent of 
cost. For projects with more than 50 percent veteran participation the mortgage 
ceilings should be increased appropriately to allow for the 95 percent mortgage 
which is available to them. (Appendix 1, Recommendation 15.) 

6. The term of all Federal Housing Administration debentures issued in settle- 
i ent of foreclosure claims should be 10 years from date of issue. (Appendix 1, 
| Recommendation 23.) 

7. The privilege of using Federal Housing Administration debentures in pay 
ment of insurance premiums should be continued without change. (Appendix 
Recommendation 24.) 
s. Title I, Section 8 of the National Housing Act, should be repealed and a 
similar program should be set up in Section 208. The maximum insurable 
ortgage should be increased from $5,700 to $6,000. In addition, the Federal! 
Housing Commissioner should be authorized to permit a service charge on such 
oans. (Appendix 1, Recommendations 4 and 8.) 
%. The Federal Housing Administration should be provided with a single, 
evolving insurance authorization to cover all mortgage insurance operations 
During any fiscal year the total authorization should not exceed the sum of 
outstanding balances of insured mortgages in force and outstanding commitments 
as of the beginning of the fiscal year plus $38 billion. (Appendix 1, Recom- 
endation 26.) 
10. The group accounts now maintained under the mutual mortgage insurance 
system under Section 203 of the National Housing Act should be merged into a 
single insurance fund. (Appendix 1, Recommendation 12.) 
11. An objective and independent long range study of prospective foreclosure 
and loss experience of the Federal Housing Administration’s insurance programs 
should be made. (Appendix 4, Recommendation 4; Appendix 1, page 40.) 
12. An objective and independent long range study of probable losses on 
Veterans’ Administration guaranteed loans should be made. (Appendix 1, Re« 
ommendation 32; and Appendix 4, Recommendation 5.) 

13. The Federal Housing Administration and the Veterans’ Administration 
should consider providing special assistance to mortgagees in small communities 
in the preparation of applications for the insurance or guaranty of loans. 

Appendix 1, Recommendation 30.) 

i4. The Veterans’ Administration should seek advice of lending institutions 
n revising and simplifying its regulations, and committees of lenders should he 

rmed to place applications for Veterans’ Administration direct loans with 
private lenders wherever practicable. (Appendix 4, Recommendation 3.) 

>. Congress and the Approp i \ 
rinciples of Public Law 387, Sist Congress, or to develop another formula 
gned to achieve the objective of flexibility in the « perating expense budget 

he Federal Housing Administration. The Federal Housing Administratior 
uld be able to operate much more efficiently if the annual amounts it was 
authorized to spend for administrative expenses were based on a percentage of 
ncome rather than a fixed dollar ceiling. (Appendix 1, Recommendation 27.) 
16. The Federal Housing Administration insurance contracts should be stand 

















ions Committees should be urged to return ti 








dized to provide for an allowance to the mortgagee of $75 or two-thirds of actual 
pproved foreclosure costs, whichever is the greater. (Appendix 1, Recommenda 
m 22.) 

17. The Committee recommends against the adoption of a mandatory builder’s 


warranty in connection with Government insured or guaranteed home mortgage 
financing. This conciusion was reached after thorough review of the present 
positive procedures of the Federal Housing Administration and the Veterans’ 
Administration which, in the opinion of the Committee, are now effectively han- 
ling justified complaints of homeowners who have acquired defective housing 
rhe Committee believes that the objective of the mandatory builder’s warranty 
with which it is in full accord, can be better attained under the present admin 
strative procedures of the two agencies rather than through a mandatory require 
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ment A minority of the Committee disagreed with this conclusion. (Appen 
dix 1, Recommendation 29.) 

Is. The Treasury Department and the appropriate Congressional Committees 
should be requested to study whether there are tax inequities which deter private 
investment in rental housing, and, based on such findings, appropriate action 


should be taken Che Committee is impressed with the need for such an inquiry. 
However, since the Committee had neither the time nor the competence to carry 
out a study of this kind, it recommends that it be undertaken by the Treasury 
Department (Appendix 2, Recommendation 17.) 


I). A close relationship should be established between housing and defense 
officials and when defense criteria affecting urban vulnerability are established 
tudies should bo made of all housing programs to insure conformance. Addi 
tional legislation should be proposed if necessary (Appendix 2, Recommenda 
tion 18.) 


\ RECOM MENDATIONS DESIGNED TO FACILITATE THE FREE OPERATION OF THE MORTGAGI 
MARKET AND TO MAKE SAVINGS AVAILABLE FOR HOME FINANCING IN ALL PARTS OF 
rHE Cot rRY AND FOR ALL TYPES OF HOUSIN 


1. Legislation should be enacted to create a secondary mortgage market facility 
to be known as the National Mortgage Marketing Corporation. The Committee 
recommends that such a corporation be federally chartered, with its initial stock 

f $50 million to be subscribed by lenders eligible to use its facilities. At the 


end of 90 days the Federal Home Loan Banks will subscribe an amount neces 
sury to achieve an aggregate subseription of $50 million. The initial stock would 
be retired from earnings and the sale of stock to participating institutions. The 
Corporation would be authorized to issue debentures on the private market and 
without a governmental guaranty up to 12 times the amount of its stock and 
surplus but in no event in an amount exceeding the unpaid balance of FHA 
insured and VA-guaranteed mortgages which it holds. It is expected that the 
Corporation would purchase and sell only those mortgages for which a normal 
Inarket exists Institutions selling mortgages to the Corporation would be re 
quired to maintain at all times stock of not more than 4 percent of the unpaid 
ges held by the Corporation. It is believed that a cor 
poration of this type can be successfully established without Government funds 
and Government guaranties, that it Can successfully raise its own funds in the 
private market, and that it can fulfill an unmet need by facilitating the flow of 
long-term savings into sound programs and areas of the country where such 
investment funds are not available in adequate supply It is further recom 
mended that the Home Loan Bank Board be abolished and that a broadly repre 
sentative five-man board be created to supervise the Federal Home Loan Bank 
System, the Federal Savings and Loan Insurance Corporation, and the National 
Mortgage Marketing Corporation (Appendix 4, Recommendation 2.) 

\ substantial minority of the Committee has disagreed with certain aspects 
of the National Mortgage Marketing Corporation as recommended by the ma 
jority. Those who differ with the proposal believe that the Treasury should 
have authority to guarantee limited amounts of the debentures of the Corpora 
tion, aS necessary, to enable the Corporation to support the proposed new pro 
grams for insurance of mortgages in urban renewal areas and for the insurance 
of long term, small down payment loans to low-income families. They believe, 
also, that the Corporation should not be capitalized with funds subscribed by 
the Federal Home Loan Banks but rather by the temporary utilization of funds 
to be transferred from the Federal National Mortgage Association and thereafter 
retired from the proceeds of stock subscription purchased by participating insti 
tutions. In addition, the Corporation should be authorized to make loans on the 
security of insured and guaranteed mortgages. Although the majority report 
did not prohibit the granting of advance commitments by the Corporation, the 
minority desired to have this authority made explicit. The minority also be 
lieved that the minimum stock investment of financial institutions selling mort- 
gages to the Corporation should be 2 percent of the unpaid balances of mortgages 
held by the Corporation rather than the 4 percent figure contemplated by the 
majority. The minority, moreover, did not believe that the new National Mort 
gage Marketing Corporation should be administered by the same board which 
would also be in charge of supervising the Federa! Home Loan Bank System 
(Attachment to Appendix 4.) 

2. Legislation should be enacted to create a Committee of informed Govern- 
ment officials to review and set from time to time the ceiling interest rate on 
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If HA-insured and VA-guaranteed mortgage loans. This Committee would also 
responsible for establishing the permissible charges which may be made f 
he expense of originating FHA-insured and VA-guaranteed mortgages and the 
te of interest on debentures issued by the FHA in settlement of foreclosurt 
ims. The interest rate on the debentures would be set at the time the mort 
ize is insured and at a rate not higher than the current average yield on ail 
itstanding marketable obligations of the United States Government having 
naining maturity of 15 years or more. The established ceiling interest rates 
kHA-insured and VA-guaranteed loans, referred to above, should not exceed 
more than 24 percentage points the current average yield on obligations of the 
United States Government having a remaining maturity of 15 years or more, 
\ppendix 4, Recommendation 1.) 
The regulations of the Federal Housing Administration and the Veterans’ 
\dministration should be amended to permit and encourage lenders to participat 
the origination and purchase of individual mortgages. Appropriate amend 
ents should also be made to Federal and State laws to permit purchase of such 
irticipations by financial institutions If these changes are made there will 
a considerable increase in the flow of mortgage funds to small communities 
ere it is now difficult to sell mortgages to large investment institutions (Ap 
ndix 4, Recommendation 6; Appendix 1, page 62.) 
1. The Federal Housing Commissioner should be authorized to permit a servic 
irge to compensate lenders for the additional cost of making and servicing 
ans in small communities. This recommendation is designed to facilitate the 





low of mortgage funds to small communities (Appendix 1, Recommendation 


The Housing and Home Finance Administrator should study proposals’ for 

e establishment of a cooperative housing mortgage corporation to assist i 

production and financing of cooperative housing projects. (Appendix 1, 
page 42.) 


I RECOM MENDATIONS DESIGNED TO PROVIDI HOUSING FOR LOW-INCOME FAMILIES 


1. For an experimental period of 2 years the Federal Housing Administration 
uuld be authorized to insure 40-year, 100-percent loans up to $7,600 per dwelling 
nit or up to $8,600 per dwelling unit in high-cost areas as determined by the 
hederal Housing Commissioner. This special mort; insurance program, pro 
ed as a new Section 221 of the National Housing Act, is designed to meet the 
sing requirements of low-income families as determined by the Federal H 





ng Commissioner. Purchasers under this program should be required to make 
nhinimum cash payment of $200 including amounts to cover settlement costs 
i] initial payments for taxes, hazard insurance, and similar prepaid expenses 


Che Federal Housing Administration should be authorized to issue commitment 
o builders, or owners of rental houses, up to 85 percent of value with provision 


r the conversion of the temporary loan into a permanent loan up to 100 percent 


value upon sale to qualified owner-occupant purchasers. It is expected that 

h this authority it will be possible for sponsors to construct, purchase, 01 
abilitate modest houses of the type contemplated in this recommendation, to 

be rented under a lease-purchase contract to low-income families who are not 
e to qualify under Federal Housing Administration credit standards Such 
milies should be given an opportunity to purchase their homes when their 
mes increase sufficiently to enable them to meet normal credit standards ly 





he admi 


istration of this program, preference should be given to extending these 





eral terms to families displaced by public housing, urban renewal, or various 
olition programs. A separate insurance fund should be established the 
rotection of mortgages insured under Section 221 with a proviso ere 





vy be no transfer of assets between this fund and other FHA mortgage insur 


nee funds (Appendix 1, Recommendation 17.) 

\ substantial minority on the Committee disagreed with certain aspects of the 
oposed program of home ownership under the new Section 221. Some mem 
s disagreed with such an extension of insured mortgage lending Membe 
the Subcommittee on Housing for Low-Income Families differed with the re« 


nuendation and would have preferred to see the Federal Housing Administra 


ion authorized to insure mortgages up to 95 percent of value and for a term 
: 1) to 40 years without limitation as to economic status of borrower and with 
j a requirement for monthly maintenance payments equivalent to 10 percent of 
j debt service to be held in trust by the mortgagee hey also suggested that in 


the operation of such a program the estimated total annual housing expense to 
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the home purchaser (as defined by the Federal Housing Administration) should 
not exceed 20 percent of the mortgagor's annual income (as defined by the Fed 


eral Housing Administration). They recommended that in event of default 
Federal Housing Administration debentures should be for the Same term as the 
unexpired tern of the mortgage and should bear interest at the time of issuance 


ata rate equivalent to the Current rate on Government bonds. It was further 
suggested that the Federal National Mortgage Association or some similar 
Government-sponsored corporation be placed in readiness to purchase mortgages, 
Within appropriate limits, for the purpose of inaugurating and testing such a 





program (Appendix 3, Recommendation 2, ) 

The Subcommittee on FHA and VA Housing Programs and Operations origi- 
ally recommended that loans insured under Section 221 could, at the option 
the mortgagee, be assigned to the Federal Housing Administration at the 
end of 20 years in exchange for debentures equivalent in amount to the scheduled 
outstanding principal balance. They proposed that these debentures, as well 
as those issued in event of default, should bear an interest rate determined at 
time of issuance equivalent to the current yield of Government bonds of com 
le term and that lenders should be covered completely against any loss by 
of foreclosure expenses rhese recommendations were not accepted by 

the Advisory Committee (Appendix 1, Exhibit 15.) 


2. To meet the continuing housing needs of low-income families, and pending 
demonstrated progress of other programs recommended by the Committee de 
signed to stimulate through Federal Housing Administration mortgage insurance 
the private production of housing for low-income families and the rehabilitation 
of obsolete structures in decaying neighborhoods, the Committee recommends 
a continuation of the public housing program as contained in the Housing Act 
of 1949, with certain amendments summarized below. The Committee believes 
that determinations as to the size of the program and the method of financing 
it are responsibilities of the Administration and the Congress. The Committee 
is unanimous in its belief in the objectivity of a more effective operation of the 
private housing market so as to steadily lessen the need for direct subsidies 
(Appendix 3, Recommendation 3; Attachment to Appendix 3.) 

3. The Housing Act of 1949 should be amended to provide that the presently 
authorized payments in lieu of taxes, by local housing authorities to local gov- 
ernments, up to 10 percent of shelter rents be made mandatory. Provision should 
further be made by statute that the local contribution to the operation of public 
housing projects through the method of tax exemption should equal at least 
20 percent of the Federal contribution. The Committee also recommends that 
where state law permits, and the localities so desire, public housing for low- 
income families may be subject to full taxation provided the locality agrees 
to pay in cash the difference between full taxation and 10 percent of the 
shelter rents so long as there is a Federal annual contribution. Where the 
local contribution is made through tax exemption the amount of full taxes that 
would have been charged if the housing were privately owned and the payment 
in lieu of taxes received should be made matters of public record. Lastly, where 
local contributions are made in the form of either tax exemption or cash, esti- 
mates of such amounts should be made a matter of public record prior to the 
conclusion of a contract between the Federal Government and a local housing 
authority for annual Federal contributions. (Appendix 3, Recommendation 7; 
Attachment to Appendix 3.) 

4. Preference for occupancy in public housing among eligible families is now 
given to families of veterans and families displaced by slum clearance. This 
preference should be extended also to eligible families displaced by other public 
improvements. (Appendix 3, Recommendation 6.) 

5. Wherever feasible, public housing should be built at lower densities, and the 
design of public housing projects should conform more closely to local dwelling 
patterns and construction practices. This recommendation is designed to avoid 
the institutionalized character of public housing and to facilitate the sale of 
public housing when no longer needed for low-income families. (Appendix 3, 
Recommendations 9 and 11.) 

6. After the capital cost of a public housing project has been amortized, net 
revenues from operation or proceeds from sale should be returned to the Federal 
Government and to the local community in proportion to their respective con- 
tributions. (Appendix 3, Recommendation 4.) 

7. Where feasible, existing sound structures, rehabilitated if necessary, should 
be used for public housing. (Appendix 3, Recommendation 8; Appendix 2, Recom- 
mendation 15.) 
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uid 
ed . More attention should be paid in public housing to the problems of the 
WU i, both in the design and size of dwellings (Appendix 3, Recommendation 
th 
hee 
he [. RECOMMENDATIONS DESIGNED TO IMPROVE THE ORGANIZATION OF FEDERAI 
il; HOUSING ACTIVITIES 
4 1. There should continue to be a single housing ageney headed by an Admin 
j tor appointed by the President by and with the advice and consent of the 
io j S te The Administrator should be relieved of the miscellaneous operating 
oa | onsibilities now assigned to his immediate office \ reassignment of these 
' | ions is proposed in Recommendation Number 3 below The Administrator 
— d, of course, be provided with necessary staff assistance which should 
le the new position of labor relations adviser. The Administrator should 
riven clear authority to supervise and direct, if necessary, the activities of 
e tuent agencies where any matter of basic policy is involved The Com 
a ee is convinced that, although the heads of constituent agencies should be 
responsible for the day-to-day operations of the programs of their agencies, 
Administrator must have clear and unmistakable authority to supervise 
ss tuent operations for and on behalf of the President. (Appendix 5.) 
a rhe major housing activities of the Federal Government should be consoli 
e into the following five constituents (Appendix >.) 
re he Federal Housing Administration. 
The Public Housing Administration 
; he Urban Renewal Administration, incorporating the functions of the 
5 ent Division of Slum Clearance and Urban Redevelopment and some of the 
= ions of the present Division of Community Facilities and Special Opera 
“s ! Both of these Divisions are now located in the Offive of the Adminis 
he fs 
- 4 Federal Home Loan Board responsible for the administration of the 
eral Home Loan Bank System, the Federal Savings and Loan Insurance Cor 
‘ on, and the National Mortgage Marketing Corporation. 
s A new Housing Management and Disposition Administration responsible for 
id inagement and disposition of Lanham housing, temporary defense housing 
= ructed under Public Law 139, 82d Congress, loans to the manufacturers of 
os ibricated housing, Alaska housing loans, and acquired property resulting 
it m the activities of the Federal Housing Administration and the National 
. tgage Marketing Corporation. 
: Miscellaneous activities and authorities now in the Administrator's office 
d he reassigned as follows: 
i. Slum clearance and urban redevelopment: This program, amended to 
f nsform and extend it into a broad program of urban renewal, should become 
r ileus of a new constituent known as the Urban Renewal Administration. 
i. ff of the Division of Community Facilities and Special Operations not other 
: e transfererd (see below) should be assigned to this constituent (Appen 
- Housing research. This program is now in liquidation and it is not recom 
: nded that it be reinstituted on the former basis At the same time, there is a 
ed for better current statistical data on the volume and types of residential 
: truction, mortgage financing trends, etc. Better data of these types should 
S tained through the Bureau of the Census and other data collection facilities 
C n the Department of Commerce and the Bureau of Labor Statistics, which 
encies have the facilities for collecting such information on a completely 
. bjective basis. (Appendix 5.) 


c. Community facility and special operations. This organizational unit now 
nudes a number of miscellaneous programs. The following disposition of 
hese activities is recommended (Appendix 5) : 
(1) Maintenance and disposition of defense public works. This activity repre- 
ts the windup of the Lanham Act publie works provided in World War II. 
lhe remaining workload is small, and should be liquidated as rapidly as possible 
staff transferred to the Housing Management and Disposition Administration 
(2) Advance planning of non-Federal public works. This activity is also in 
liquidation and should be expedited to conclusion by the new Urban Renewal 
| Administration. 
3) Defense community facilities and services. This is an emergency activity 
inder Publie Law 139, 82d Congress. The Committee is not impressed with the 
eed for continuing this legislation. It should be allowed to expire on June 30, 


ee ey | 
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1954. Staff transferred to the Urban Renewal Administration should wind up 
any remaining projects as rapidly as possible. 

(4) Alaska housing program. The Committee is of the opinion that the need 
for this program has passed. Any cases in process should be delegated to the 
Housing Management and Disposition Administration or to the Federal Housing 
Administration for handling, and no new business should be accepted. 

(5) Prefabricated housing loans. This program has properly been placed in 
liquidation. The servicing and disposition of outstanding loans should be as 
signed to the Housing Management and Disposition Administration. 

(6) College housing program. It is the conclusion of the Committee that this 
is not properly a housing activity It should be transferred to the Office of Edu 
cation, Department of Health, Education, and Welfare. 

7) School-construction program. It is the conclusion of the Committee that 
this is not a proper activity of a housing agency. It should be assigned to the 
Office of Education, Department of Health, Education, and Welfare. 

d. Disposition of Lanham Housing. Although responsibility for this function 
vests in the Housing and Home Finance Administrator, actual operations have 
been delegated to the Public Housing Administration. It is the opinion of the 
Committee that it is a mistake to merge a program of housing disposition with 
a program of low-rent housing. This activity should be transferred to the new 
Housing Management and Disposition Administration. (Appendix 5.) 

e. Programing of Defense Housing. It is the opinion of the Committee that 
this activity should be abandoned An extension of Public Law 139, 82d Con 
1 , iS not recommended Any activity necessary to the termination of this 
function should be delegated to the Federal Housing Administration. (Ap 
pendix 5.) 

Federal National Mortgage Association. The purchasing authority of the 
Federal National Mortgage Association should be terminated and the Association 
should be transferred to the new National Mortgage Marketing Corporation which 
should act as a liquidating agent to dispose of the Association’s portfolio of 
mortgages in an orderly manner (Appendix 5; Appendix 4, Recommendation 2.) 

g. International Housing Activities should be transferred to the Foreign 
Operations Administration. (Appendix 5.) 

4, In place of the National Housing Council, the Administrator of the reor 
ganized housing agency should be provided with a statutory Advisory Board 
composed of the heads of the five constituents above described and a representative 
of the Administrator of Veterans’ Affairs. The Administrator should be requirea 











to review with this Board all current major policy matters with a view toward 
arriving at the best possible coordinated decisions. It should be made clear, 
however, that in the event the Advisory Board is unable to reach a conclusion on 


particular policy questions or if the Administrator is unable to accept the con 
clusions of the Advisory Board that his own decision can be independently mad 
and enforced (Appendix 5.) 
». The Administrator of the Housing and Home Finance Agency, the Adminis- 
trator of Veterans’ Affairs, and the Commissioner of the Federal Housing Admin 
tration should be requested to work out an interagency agreement under which 
the Veterans’ Administration would contract for the Federal Housing Adminis 
tration to perform the technical functions of processing veterans’ home loan 
applications under the present home loan guaranty program. This recommenda 


tion is designed to achieve economy and efliciency by having one agency of the 
Federal Government, instead of two, charged with the administration of the 
technical functions of market analysis, land planning requirements, valuation and 
appraisal, 1 imum property and construction standards, and property inspection. 
To have such processing functions done by one agency should serve to eliminate 
the added costs of dealing with two agencies and in the long run to make more 


homes available to veterans at lower costs. Under this recommendation, the 
Veterans’ Administration would retain the basic responsibility for fulfillment of 
the preferential treatment provided for veterans under the terms of the Service 
men’s Readjustment Act, while at the same time eliminating the duplication and 
overlapping of technncal functions presently performed by the Federal Housing 
Administration for the mortgage insurance program and by the Veterans’ Admin- 





istration for the home loan guaranty program. (Appendix 1, Recommendation 
de.) 

6. The Urban Renewal Administration should be charged with the responsi- 
bility of advising the Administrator concerning the programs developed by the 
communities to comply with requirements that a workable prograin to attack the 
problem or urban decay has been submitted. Based on such findings, it will be 
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e the responsibility of the Administrator to certify to the Federal Housing 
, ninistration, the Public Housing Administration, and the Urban Renewal 
dministration those communities which are eligilble for the types of Federal 
ie tance which are conditioned upon such a certification (Appendix 2, 
imendation 9.) 


VII. TERMI LION OR MOOIFICATION OF 5 rt Y AUTHORITY 


j ritle VI of the National Housing Act should be repealed (with authority to 
mortgages for disposition of Government-owned housing and iit 

r routine and technical authorities being added to title 11). (Appendix 1, 
mmendations 11 and 1s.) 

ritle VII of the National Housing Act should be repealed. (Appendix 1, 
mmendation 19.) 

tle IX of the National Housing Act should be repealed (Appendix 1, 

umendation 21.) 

(he farm loan provisions of Section 208 (d) of the National Housin \ 
ild be repealed It is the opinion of the Committee that farm he ng can 
eparated from farm management and operation rhe Committee, therefore, 

ided that questions relating to farm housing programs should be left for 

mendation by the Department of Agriculture. (Appendix 1, Recommenda 

10.) 

rhe authority for loans and grants for defense community facilities und 
. e II of Public Law 139, S2d Conere should not be extended beyond 
p nt expiration date ( \ppen lix 1, Recommendation 31.) 
ritle VIII of the National Housing Act should be extended on a standby 
but not be used except upon the basis of firm estimates of need by the 


rtment of Defense. (Appendix 1, Recommendation 20.) 
Mr. Core. In my judgment, one of the most Iniportant features ol 
2 bill is represented by various provisions which are designed t 
| st in the improvement and conservation of our supply of e@XISLIng 
ne, Because ( f the housing shortages whi I developed 


rd the depression and war years, much of the Federal housing | 


lw 
ave tion particularly in recent vears has been cirected primarity 
on ard increasing the volume of new housing construction. 
Chis bill, likewise, contains a number of important provisi 
n { oned further to assist in achieving and maintaining a high an 
il volume of new housing construction \t the same time, 
ognizes that we need to direct more specific attention to the fact 
it, In our existing homes, we have a tremendous asset. It al 
ognizes that, by assisting families in their efforts to keep thei 

mes in good repair and to bring them up to modern standards o 

mfort and convenience, we can make an important contributior 
to the raising’ of national housing standards. 

Several provisions of the bill are directed toward this important ob- 
ective. With respect to the home repair loan program under title I 
| if the National Housing Act, the bill increase the maximum loan 
it from $2,500 to $3,000 and the maximum maturity from 3 to 5 year 

The latter provision would reduce the monthly charges required to 

ury such loans by about 35 percent. For example, the monthly 
5 harge required to carry a $1,000 loan, having a 5-year maturity, would 
“ be about $21, as compared with about $32 in the case of a 3-year 
ng maturity. 
in Certain changes would also be made with respect to title I loans to 
nance the improvement or conversion of existing structures used o1 
to be used as dwellings for two or more families. The present maxi 
mum of $10,000 for this type of loan would be changed to $1,500 per 
family unit, or $10,000, whichever is the greater, and the maximum 
matuy ity would be increased from 7 to 10 years. 


he 
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It is recognized, of course, that the FHA title I home moderniza 
tion and repair loan program has inherent limitations. Because they 


are usually unsecured character loans, = insurance of loans meeting 
the specified standards must be more or less automatic, the title ] 
modernization and repair loans must beanie and of short term. 

Phe result, of course, is that the title 1 home modernization and 
repair loan program, While most useful and helpful in financing rela 
tively less costly home repairs and improvements, is of limited assist 
ance to families of modest income who need to finance major hom 
provements or modernization work. Assistance for such work, 
therefore, must be on a relatively long-term mortgage loan basis which 
permits lower monthly carrying charges. 

Several « the Tr prov! ions of the bill are designed to help inl bette) 
maintenan sand fuller utilization of existing housing. The bill would 


eliminate the existing statutory disadvantages in the maximum loan 


to value ratios which now apply to FHA insured loans on existing 
housing, as compared with newly constructed housing. 

In his statement, Commissioner Hollyday will furnish two examples 
which clearly illustrate the desirability of this provision of the bill. 
The bill would also eliminate the present statutory disadvantage in the 
maximum maturity which now applies to FHA insured loans on exist 
ing housing regardless of its physical condition or durability. 

The FHA, of course, would not permit a maturity in connection 
with an existing house which was longer than warranted by the phys 
ical condition and the expected economic life of the particular hous 
involved. I believe that these provisions of the bill would be of mate 


rial assistance to families who desire to purchase good existing homes, 


well suited to their particular needs, and also to families who wish to 
enlarge or modernize existing homes. 

Senator Roperrson. Your new section 221 is, to a large extent, a 
private enterprise ns rtaking / 

Mr. Corr. Yes, s 

Sutatot Rorertson. You will finance the new homes for the dis- 
placed person, for $7,000, 100 percent guar: anteed, a 40-year mortgage? 

Mr. Core. Yes, sir. It provides for mortgage insurance on a ‘long 
term basis, with a low initial payment. 

Senator Rornerrson. That is a new experiment, Mr. Cole. If it 
works, it will take the place of the present public housing program ¢ 

Mr. Coin. Senator, I don’t believe that is so. It is not my idea 
that the section 221 proposed is a substitute for the present public 
housing program. We do not believe that section 221, or any program 
which will provide for economic rents, or the purchase of homes, can 
meet the oroblen of the lowest income groups. The proposal is sug: 
gested, frankly, again as I said, on an experimental basis to relieve 
the pressure upon the need for the public housing program. 

Senator Ronerrson. Is it contemplated that we will have this type 
program for people who can’t finance a new house, plus full-scale op- 
eration under the public housing program, too? 

Mr. Corr. No. The answer is no. If I understand what you mean 
by a full-scale public housing program— 

Senator Ronrrrson. That is what I was trying to get at; if this new 
section 221 works, won’t that be cheaper to the taxpayers in the long 
run than the public housing program ¢ 

Mr. Corz. In my judgment, without any question, it will be. 
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senator Ronertson. And it will be a private enterprise system, 
ereas some felt that the public housing program, if carried to its 
i} analysis, would lead us very definitely into a socialisti 
Mir. ¢ OLE. Yes. There isa oreat deal of comment along that line, 

ware well aware, 

nator Ronerrson, You know how I felt about it 
Vir. Cone. Yes. 

itor Ives. May I raise a question, Mr. Chairman 

Phe CirATRMAN. Senator Ive 
Senator Ives. I understand section 221 applies to domestic dwell 


Nin Con Ye 

Senator Ives. Small as well as large 

\ir. Cone. Yes: that is correct. 

Senator Ives. Existing as well as new ? 

Mir. Coir. Yes 

senator Ives. How would section 221, for instance, apply in New 
k City ? 

Mir. Coir. I am SOrry 

Senator Ives. How would section 221 apply in New York City? 
you going to develop your statement on section 221 as you ge 


/ 


nol 


Mii Cor. Yes. We W ill develop it. 

Senator Ives. I will withhold my questions for the time being, then. 

Phe CuarrmmMan. Maybe it might be well, since we have broken in, 

vet a little more explanation of section 221 right now, rather than 

ve it in the air. 

Mr. Corn. Either way. 

lhe Cuamman. I was hopeful that maybe you were going to begin 

he beginning of this bill. 

Mr. Corr. That is what we are doing, Senator. We are going right 

rough the bill, and will explain section 221. My statement will 
inswer all questions, of course, but I think when we complete our 
mony on FHA, we will have covered a great many questions that 

1} be raised. 

he CHarrman. We want a good explanation of every section of 
bill. 

Mr. Core. All right. I think it is not only in the statement, but 
Hollyday is here—— 

Phe Cuarman. This bill is very complicated. Of course, one of 
things that we want you to convince us of, if you can, and if it 
ie and actual, and that is that under the liberal terms of this 

|, the builders are going to be able to sell the mortgages. It isn’t 
¢ to do us any vood if we are not voing to be able to finance it. 

hope you will spend considerable time on that, to show us how you 

ing to be able to get the job done, not only build houses, but to 

land finance them. 

Senator Ronertson. The Government is going to cuarantee them. 

lif they pay a fair rate of interest, it will be pretty good. They 

ll be guaranteed 100 percent. , 

he Cratrman. In the past, the Government has been guaranteeing 

m, and we have found a shortage of mortgage money. 

Senator Ives. May I interrupt, Mr. Chairman ? 

The CHarrMan. Yes. 
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Senator Ives. I have to leave in about 10 minutes. I would like to 
have Mr. Cole follow that up a little bit. low, in light of the $7,000 
limitation | the mortgage is that going to apply in New York City? 

Mr. ¢ se Senator, it would not apply on Manhattan Island, except, 
senator, on existing housing, to be used for rehabilitation purposes, 
Phis section 221 for new construction, naturally, cannot possibly be 
built in high-cost land areas 

Senator Ives. Leite New York City merely because I happen to know 
about it. There are other cities in New York State where it would be 
ipplicable. 

Mr. Cour. That is right. 

Senator Ives. And many other cities in the country. 

Mr. Cour. That is right. 

Senator Ives. Aren't we Tone to have to have some kind of public 
hou Ing program for them ? 

Mr. Coir. We have said here a public-housing program is necessary 
to be continued until we find such other methods 

Senator Ives. I understand this bill doesn’t provide anything, does 
it, inthe way of public housing 4 

Mr CoLr. ‘J his bill ratey not proy ide anything for increased public 
housing, Senator. 

senator Ives. That was the purpose of Senator Maybank’s amend 
ment: was it not? 

Mr. Coxe. That would accomplish that objective. As you are well 
iware, the present law authorizes 135,000 units per year. 

Senator Ives. I understand. 

Mr. Corr. That is the reason it is not in this present law. 

Senator Ives. It would go out of existence if this law is enacted, as it 
tands. 

Mr. Corr. It would vo out of existence if the present limitation of 
the appropriation measure remains; yes. 


} 


The CrarrmMan. Let me ask is it necessary for this committee to write 


into this bill any public housing, because we had already passed the 
public housmg law, which act is still a law. It seems, however, from 


the ruling that we had a moment ago, here, that was placed into the 
record, that the \ppropriations (‘ommittee, by their action, nullified 
vhat we did some few years ago when we authorized, by legislation, 
800,000 public housing units. Therefore, unless the Appropri: ations 
Committee or the Congress, through the Appropri: itions Committee, 
has nullified our action here some 3 or 4 years ago, it isn’t necessary to 
write it in. 

Senator Ivers. Isn't that a good idea, Mr. Chairman, to rewrite the 
section into this law ? 

The Cuarrman. That is entirely up to the committee. I see nothing 


wrong with it. As I said, we placed Senator Maybank’s amendment 
in the record, and we will consider it when we start writing up the 
bill. 


Senator Lenman. Mr. Chairman, I am not quite sure that I heard 
Senator Ives’ question and your answer. 

Senator Ives. I am a little bit disturbed about cities like New York, 
and New York is not the only one in the country. 

Senator LenMman. I was going to ask what provision is there in this 
bill, for new public housing. 


j 
' 
i 
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Mr. Cone. There are no provisions in this bill for new public hous 
r, Senator, for the reason that no new basic legislation Is hecessar'y 


y opinion. The present law authorizes 135,000 units per year. 
committee, unless it wanted to expand the 155,000 to a greater 
mber, in my judgment, can or cannot act upon that present law, as 
vu see fit. That is w ithin the prov ince, of course, of this committee. 
Senator Lenman. As I recall it 2 years ago, 35,000 units were 
iorized. 
Mr. Coie. Two years ago; yes ir. 


Senator LeumMan. Last year 20.000: is that correct ? 

Mr. Coie. Not authorized, sir; that was through the Appropriations 
Committee. It was a limitation on the basic rate authorized in the 

ting substantive legislation. 

Che Cuarrm an. If the Senator will yield, so we may keep the record 
ight, this committee passed—and it is still existing law, the 
Housing Act of 1949—a law ealling for 810,000 public housing units 

he rate of 135,000 a year. That law has never been repealed, but 

is been controlled and pretty much nullified by the Appropriations 

Committee, and of course, later by a vote of the Congress, from year 

vear, and therefore, we didn’t think it was necessary to write any 
iblic housing legislation into this act, because it is already there. 

Senator Ronerrson. Mr. Chairman, we can only authorize any bill. 
\\ an’t appropriate. 

Phe CaairMan. That is mght. 

Senator Doveias. Mr. Chairman, following out your line of 

ought, is 1t not true that in the appropriation measures adopted last 

r, and in the debates, that the specific statement was made that 

further appropriations would be made for public housing unless 

e was additional authorization from Congress? 

Che CuatrMan. I don’t know that it was 

Senator Dovenas. I think the record will show this. 

The Cnarrman,. I will say this: Before you arrived, Senator May- 

nk introduced an amendment to this bill to cover public housing, 
ind placed in the record an opinion from the attorney for FHA that 
the action of the Appropriations Committee, later concurred in, of 

rse, by the Congress, nullified our legislation on public housing. 

Senator Douaias. That was my understanding. 

Che Caarrman. Therefore, if you are going to have any public 

ousing this year, or rather, have any legislation on public housing, 
we have to put it in this act. 

Senator Lenman. I think that is important to keep in mind. 

The CrarrmMan. The amendment has been introduced by Senator 
Maybank. 

Senator Ropserrson. There is another phase of section 221 that 
ould pertain to New York City. I am no expert on slum conditions 

p there, but I have seen some that are primarily apartment slums. 
Section 221, in this bill, provides for nonprofit corporations building 
partment houses, and it could be utilized there to tear down the 
old dilapidated apartments. When that is done, section 221 author 
zes aid to the city in providing recreational facilities, and rebuilding 
of schools and other things that will make a community attractive 
nd modern. That certainly would apply in New York, as anywhere 
else, because if they ean’t build apartment houses for less than $7,000 
‘unit, they are in a bad way. 

44750—54—-pt. 1 5 
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Senator Ives. May I observe in that connection that it might appl) 
in a sense, but the que stion IL am disturbed about is whether it applic 3 
sufficiently. 

The Cuamrman. Let me say this: What we are trying to do in this 
section, and frankly the thing that ] hope we can do, 1s to set up some 
sort of a system whereby people can buy their apartments, or their 
houses, over a long per od of time on payments about equal to that 
which they would pay as rent in public housing so we can get more 
people buying them. 
ator Ives. The question, Mr. Chairman, is whether the type of 
tenants you have in public housing today, with that type of person 
that would be workable. I doubt it would be. 

The Cuairrman. There are: = three kinds of people in the United 
States as far as ho using goes: The person who can buy any price house: 
the group that ) pay $50,000 or $75,000 a year; the ‘second group 
which can pay very little but are working and have some incomes, and 
that isthe group, of course, that we are trying to cover; and then there 
is the third group, of course, which have absolutely no income at all, 
which either the Federal Government or the State government or the 
city government or some other governmental agency must ti ake care of. 

Senator Ives. That is exactly my thought. Unless we have a dis 
tinct provision in this bill to take care of that group by way of public 
housing they will be utterly neglected. 

The Cuairman. That is the group that just have no income and 
society must take care of them. 

Senator Ronerrson. What group would you put those in that don’t 
work and never intend to work ? 

The Caiman. I presume you would have to put them in the last 
group that society has to take care of. That is generally what hap- 
pens. But we are trying to work out a plan if we can whereby the 
people with very, very little income, that are now living in public 
housing projects, can acquire their own house or their own apartment, 
even though the payments are very, very small, and even though 3 
might take 40 or 50 years to pay for them. We think it would be less 
expensive to the taxpayers and much better for the ccuntry as a whole 
if we handle it on that basis. 

Proceed, Mr. Cole. 

Mr. Corr. The proposed section 221 FHA program should be pai 
ticularly helpful in facilitating urban renewal programs in many com 
munities by providing housing for many of the families displaced 
from their te as a result of urban renewal activities. The en 
forcement of local housing codes to reduce overoccupancy, the reha- 
bilitation of housing, the clearance of slum areas, and other renewal 
activities generate needs for housing for relocation purposes, The 
relocation needs of the low-income families, particularly the minority 
group, are particularly acute and require special provisions. 

The section 221 program would make mortgage insurance available 
on very favorable terms so that displaced low-income families coul : 
buy these homes or acquire them on lease-and-purchase options. Th¢ 
maximum mortgage amount would be $7,000 and not in excess of 100 
percent of value for a single-family dwelling where the mortgagor 
is the owner-occupant. 

The Cuatrman. Will you yield a moment? We don’t seem to be 
following you. 
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Mr. Cote. Lam sorry ; lam on page—— 
the CHAmRMAN. Are you jumping around ¢ 
Mr. Coir. I did when we picked up the questions on section 221. I 
1 on page 27 of the printed statement, Mr. ¢ ‘hairman, 1 must apol- 
i mmtended to call it to the attention of the committee. In view 
» questions on section 221 1 thought it better to go to the part of 
itement dealing with that section, so we are on page 27. 1 apolo- 
for not informing the committee of that. 
itor Dougias. Mr. Cole, on what page in the bill is section 221 ¢ 
ir. Horntypay. ‘Twenty-five, sir, 1 think that is. 
tor Douguas. Thank you. 
the CHairMANn. You have a copy of this summary of provisions of 
Housing Act of 19544 

Mr. Cotr. Yes. 

Phe CHArrMan. I think if you will keep that before you and your 
will keep that before them, it will be he ‘Ipful here. We will 
copy of that before us, too. 

Mr. Corzx. A minimum cash outlay of $200 would be required. 

Builders would be permitted to obtain 85 percent loans to facilitate 

truction and financing pending subsequent sale to qualified owner- 
occupant purchasers under purchase contract or lease-option agree 
ments. The maximum term is fixed at 40 years. 

Mortgage insurance would also be provided under this section for 
the repair or rehabilitation of dwellings for use by 10 or more families 
as rental accommodations for qualified displaced families where the 
mortgagor is & non- profit corporation, association, or organization, 
public or private, which is regulated under Federal or State laws as 
to rents, charges, and methods of operation. The maximum mortgage 

ld be $7,000 per family unit and not in excess of 100 percent of 
value, with a maximum term of 40 years. 

There is one other matter about the section 221 program to which 
I want to call particular attention. It should be recognized frankly as 
an experimental program, 

Senator Maypank. You say regulated by State laws. Supposing 
there is some State that doesn’t regulate it? 

Mr. Coir, Senator, in such a case, they could set up such nonprofit 
organizations as are authorized—— 

Senator MaysanK. If some State did not have proper legislation 
on the books—I am just thinking out loud—they could, as you sug- 
gest, sell to private organizations ¢ 

MI . Cote. They coul d then be regulated by the FHA in my opinion, 
as 2 part of the insurance contract. 

Senator Maybank. How do you mean ¢ 

Mr. Coz. Through their regulations, through the authority which 
hey have. The FHA could do it as a part of the insurance con- 
tract and that would be pursuant to Federal law. 

Senator Maypank. The door wouldn’t be closed to any State because 

there isan FHA in every State ¢ 
Mr. Cotx, That is correct. 
Senator Maypank. Again, if I might congratulate the Adminis- 
itor and the officials of the Housing Authority on paying up ‘the 
FHA. It is certainly very close anyway. 

Mr. Cour. Yes. Mr. Hollyd: ay is very appreciative of that. 


tr 
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Senator Maypank. I understood that the Treasury was to be paid up 
by FHA. 

Mr. Hotiypay. That is correct. On Thursday morning we give 
them a final check for $16 million, which will take care of principal 
and interest, a total of $85 million. 

Senator Mayspank. Therefore, the FHA treasury owes no more 
money. 

Mr. Hotiypay. That is right. 

Senator Mayrnank. Do you remember in years gone by when we 
increased the FHA authorization and the Treasury was always go- 
ing to be stuck according to some people. , : 

Mr. Hotiypay. Yes, sir. 

Senator Maypank. We owe nothing after this week ? 

Mr. Hotiypay. That is correct, sir. 

The CrarrmMan. You will return to the Treasury all the money they 
advanced you? 

Mr. Houiypay. Yes, sir, plus $20 million worth of interest. 

Senator Doueias. I want to add my words of commendation to the 
Administration on this. This is a principle which I struggled for 
in connection with the Federal Deposit Insurance Corporation and 
which we got adopted by them. It has been adopted by one of 
the ais loan organizations in paying back their advances, with 
interest, and I want to congratulate the Administrator on that also. 
I think it is a sound policy. 

Mr. Hotiypay. Thank you. 

Senator Dovetas. We appreciate your work very much. 

Mr. Corr. There is one other matter about the section 221 program 
to which I want to call particular attention. It should be recognized 
frankly as an experimental program 

Senator Maynank. I want to repeat again for the record: If there 
is any State that doesn’t have State laws to cover what you are speak- 
ing about now, section 221, through the FHA, they can qualify? 

Mr. Corr. Yes. 

Recognizing it as such, I am strongly of the opinion that it is very 
necessary and a very worthwhile program. The development of : 
better supply of adequate housing for families of low income is one 
of our most important and pressing problems. The urban renewal 
program contemplated by this bill necessarily will displace many 
families of low income from the unsatisfactory dwellings in which 
they are now living. I do not propose to turn my back on this im- 
portant problem. That is why I feel so strongly that this section 221 
program ought to be tried. 

It is an effort to develop a practical means for making it possible 
to meet more of this particular need through private enterprise. 
But, to me, private enterprise means not only that the housing is 
built by private builders and owned and operated by individual fam- 
ilies or private long-term mortgage credit supplied by private lenders 
who obtain the necessary funds from private sources—not from the 
Federal Government. Section 221 offers every inducement to make 
this possible. It provides a means under which lenders can invest 
funds in such loans without risk of loss. It provides a means under 
which the income hazards of long investment at a fixed rate of return 
are minimized by permitting any such loan in good standing to be 
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luy ssigned to the FHA at any time after 20 years in exchange for 10- 
vear fully cuaranteed debentures. 

lve Senator MAYBANK. Do you have to hold it for 20 years ¢ 

ipal Mr. Cor. Yes. 

| Such debentures would bear interest at a rate equivalent to the 

lore | vield on Government marketable obligations of comparable maturity 


the time such debentures are issued. We are prepared to go even 
rther to make it possible for private enterprise to meet more of this 


we need. We are prepared to have FNMA agree in advance to buy any 
70 ch loans from the lender upon default, thus permitting the private 


der to obtain settlement in cash rather than in debentures. We 
even prepared, if necessary, to have FNMA purchase a modest 
rt of any such loan at the time of origination. 
Senator Mayspank. There again, FNMA can’t buy those before 20 
hey vears 4 
~ Mr. Coir. On default, at any time. 
Senator Maysank. That is what is worrying me. In other words, 


the i. group of private mortegagees get together and accept a lot of this 
fo iper, they can go in default and FNMA will have to buy it? 


Mr. Corr. They can buy it under this authority. 

Senator Maypank. We had so much trouble with FNMA, as vou 

ith ell know, in years gone by when the funds would run low. The 

bankers rushed in at the last moment when they heard they couldn't 
the portfolios from FNMA but had to hold all these mortgages. 

hy , 


l there any protection so that won't lappen again? 


Mr. Coir. J] think when we prepare our statement with respect to 
co kK NMA you will find this is— 
ed Senator MaysBank. Iam reading ahead of you. 


Mr. Corr. I want to say I believe we can say to the Senator that 
have met that to the best of the program possible. 


ere 
ak Senator Mayrpank. FHA authorization or FNMA authorization 
is about. to expire or to be used up, for example. very banker or 
rance agent—not everyone, but large numbers—would telegraph 
ery the members of the committee to extend or authorize a billion dollars 
f a ia litional. We eould he put in that same position with the private 
Ol per ple. They can dump them all, accord Y” TO that. They can go 
wal bankrupt, not that they would do that. I don’t mean that, but they 
ny could. T mean if you go broke the Government bails you out. TT] ut 
ich he substance of it. ; 
mM Mr. Corr. Iam saying that on default, on this section 221 
294 Senator Maybank. That is going broke. 


Mr. Cote. That is going broke with respect to a particular mort- 

hle vage loan. 
senator M AYBANK, What would stop some fellow from vroing broke ? 
We have all kinds of people in the world. What would stop some 


m- fellow from taking an unreasonable chance, believing the Government 
ers would bail him out ? 

the Mr. Cote. He would not be bailed out, in iy opinion, individually. 
ak The Government would take the property and he would lose the prop 
est erty. The Incentive, we hope, there is suflicient incentive here for 
Jer | private enterprise to see some means of profit and some method 

ae Senator Maynank. I don’t have to speak for private enterprise, 
- but I wonder how far they could go. 
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Mr. Cour. I don’t believe this would provide a bailing-out process. 
Senator Maynank. As a matter of fact, the other doesn’t provide 
for a bailing-out process. We have different laws in every one of the 
48 States as you so well know. When they would reach the limitation 
in FHA loans that is something else when they turn here for assist 
ance and if the authorization had reached a peak. naturally they would 
dump them. What is to stop these people from doing the same thing? 
Mr. Cole. Jeg pardon 2 
Senator Maynank. What is to stop private bankers from doing the 
Same thing —I mean mortgage bankers ? 
Mr. Corr. Under the provision of the bill relating to FNMA, it is 
up to have three principal but distinet function. First, what we 
call the true secondary credit facility. Second, the support program 
for such housing as the President may decide is required in the public 


Set 


interest. Third, management and liquidating functions with respect 
to the existing mortgage loan portfolio. 

I think the bill provides the best po ible to he devised, which will 
prevent the dumping process, but still provide support programs 
which are essential and necessary in the publie interest. Senator, we 

in never, In my judgment, propose a plan or law which will be perfect 
which will prevent people from taking advantage of you. 


Senator Maypank. I agree. I was hopeful that the law will stop 
] ~ y > y 
unnecessary dumping. We will use that word. 
Mr. Corr. I think it has considerable restrictions and limitations in 


that regard, Senator. We will be glad to discuss it with you when we 
get t that part : 

I believe we o ioht to try the ipproar h provided by section 271. 
because it mv belief and m\ hope that, in time, it could result in a 
substantial and vital source for the proy ision of adequate housing for 
families of lower income and could progressively reduce the pressure 


for public housing. In this connection I want to make it perfectly 
clear that we cognize, however, that until such alternate means of 
providi g adequate housing for low-income families can be estab- 
li hed ona practical and effective basis, federally assisted low-rent 
public housing provides the only present means that most cities have 
for rehousing the lowest-income families, and, as the— 

Senator MaypanKk. I am so glad to hear vou say that. That is 
what I had in mind when we started this meeting. ‘The President 
himself recommended 35,000 a vear for years. The President’s com- 
mittee, which has made such an able report, recommended 35,000 a 
year for 4 years, realizing two things: One, that a lot of communities 
had made arrangements to go along with public housing, and two, 
that until you got this cheap housing by private people, you had to 
have what we call an anchor to windward, limited. 

Mr. Cote. I agree. As the President indicated in his special hous 
ing message, it is an integral and very necessary part of the admin- 
istration’s overall housing program. 

Senator Dove.as. Mr. Chairman, I, too, want to congratulate Mr. 
Cole on this statement, but we have learned from bitter experience in 
this committee, as other committees have learned, that merely to pass 
an authorization does not at all mean the program is carried out. It 
has to be implemented with appropriations, and what has happened 
in public housing is that the Housing Act of 1949 has been from three- 
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ths to four-fifths stvmied by the failure to appropriate, which is 
the power of the Appropriations Committee. As 1 understand 
House » Subcommittee on Appropriat! ons, which deals with the 
ropriations for independent offices, is —— voing to be consider- 
the appropriation in your field. May I ask you if it is your inten 
to go down before that committee aaa k for an appropriation 
5.000 units of public housing? 


Mr. Cotxn. Yes, Senator, I have alré ady appeared before the com- 


s ator Dor GLAS. Ye ul ive appe ared bef re the committee. Did 


k for 55.000 units ¢ 


Mr. Cone. I think I am permitted to answer it in this way, because 


have—you see, ] was a former Member of this body, and Lam a 
cautious about executive sessions. The answer is “Yes.” I did 
the 35,000. Lasked for the removal of the limitation on enter- 
bo ck bra oO we in go thead with the 4 yeal program of 
ts a year which the President recommended. 
r Doueias. Thank you very much 
Mr. Cone. I am returning now the top of page 7 of the p rinted 
ent 
lly, as a further aid i fii ancing needed home additions or im 
nit , the bill we id aut! i ILA nsurance of advances to 
rivagor made pur Ssunant tO Provisions In an open end Is HA insured 
mortgage. Open-end mortgages are mortgages which provide 
the outstanding balance can be increased in order to advance 
onal loan fm Istoal iortgagor for improve ment, alteration, or 
rot the home cove red by the mortgage without the necessity of 
ng a new mortgage. This would eliminate the expenses of title 
h and recordings. Also, it would permit the homeowner to bor 


‘the improvements at the low rate of interest prescribed in the 
rigage and generally for a longer term than otherwise available. 
Senator Bricker. How would that eliminate a title search ? 
Vir. Cons In some States, Senator, it would not. It would depend 
the State law. The information I have is that in some States 
ere are provisions which would permit the elimination of title search. 
States whose laws I am personally familiar with would require 
r search. 
Che authority to insure open end mortgages would apply only to 
ired mortgages « overing dwellings for four families or less. 
| regard this authorization as an important forward step. How- 
. 1 want to add a word of caution. 
The CHairMAN. Woul | you want to give an example of how this 
would work? It might be well to place it in the record at this time. 
Mr. Corr. Yes. Assume that I have a mortgage of $10,000 on my 
home. I have paid $5,000 on the mortgage. I want to rehabilitate or 
modernize my home. I go to my lender and say, “I want an additional 
$5,000 to that which was the original principal of the mortgage.” He 
loans me the additional $5,000. It thus becomes a part of the debt 
secured by the original mortgage, and therefore I am not required to 
write or execute or record a new mortgage, saving considerable cost. 
The CuarrmMan. And it might well be for a thousand or five hundred 
dollars. 
Mr. Cotz. Yes. I simply used the $5,000 figure as an illustration. 
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Senator Bricker. Before that would become a prior lien on the 
property there would have to be a notation to search the record to see 
whether or not there were any intervening lens and a notation made 
upon the record at the courthouse. 

Mr. Coie. Senator, | am going to comment on some of the problems 
involved. Mr. Hollyday will also comment on it. We want to apprise 
the committee of some of the difficulties involved in this proposal. We 
do think. however, that in those States where the law does permit 
it, that it is an important and excellent step. This does have some 
problems involved in it: 1 want to—— 

Senator Braun. If the mortgage is recorded for $10,000, there are no 
notations made for the record that it isn’t still $10,000, is that correct ? 

Mr. Core. I think that is true in practically every State. 

Senator Braue. The only thing that would require a re-search 
would be if he borrowed more than the original sum. 

Mr. Cote. Under this proposal he would not borrow more than the 
original sum. 

The Ciaran. Under this plan you likewise extend the maturity 
date of the terms, don’t you! 

Mr. Corr. No. The maturity date and terms remain the same. 

The Cuairman. Payments would not be changed but the maturity 
date would be changed. 

Mr. Coin. Payments would be increased over the amount that the 
borrower was then, at that time, paying. 

The Cuairman. Yes. Would the payments or terms be extended a 
number of months or years? 

Mr. Cote. No. It would not be extended, Senator. 

The Cuatrman. In other words, the only change is you simply add 
the amount of the improvements and divide them by the equal number 
of months that the mortgage still has to run. and add that to the 
monthly payments ¢ 

Mr. Cote. That is correct. 

The CHarrmMan. — the other interest charges? 

Mr. Coir. Yes, s 

Senator Ta HMAN. ts I understand it there isa limitation, based on 
the original amount of the mortgage ? 

Mr. Core. That is right. 

Senator LeuMan. Supposing a man had a mortgage of $10,000 and 
paid it down to $2,000. He could come and ask for an additional loan 
of S8.000 ¢@ 

Mr. Cote. That is correct. 

Senator Lenman. Which would be added to the value of the house 
but he still would be limited to the $10,000 face value ? 

Mr. Corr. Yes, sir. I want to add a word of caution. The mere 
enactment of such a provision will not antediiieliny make it operate 
effectively. A great deal of work and study, both within and without 
the Government, must be done to assure that this provision does oper- 


ate effectively and that housing consumers have an opportunity to 
obtain its full advantages. So far as the Housing and Home Finance 
Agency is concerned, I want to say that all of us will do everything 
possible to see that what is required of us to accomplish this will be 
done. I realize also that there are some real problems to be overcome, 
particularly, I expect, in connection with the lien laws of the various 
If the Congress enacts this provision of the bill, it is my inten- 


States. 
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j 
j 
the ) , / ’ 
ons tion to request an appropriation ullicient to permit us to undertake 
- | jorough examination of such problems and the development of 
viel State legislation designed to eliminate such obstacles to the 
ffective operation of the open-end mortgage provisions as are iden 
din the course of such examination 
_ he bill would consolidate into a single authorization all existing 
We ; 
teage insurance authorizations with respect to all FHA programs, 
“es except the home modernization and lnprovel rent program under se 
_ 2 of title I. Mh ould greatly simp!l fy operations under the 
sent several separate insurance authorizations, and establish at 
7 mes the amount of the current mortgage insurance authority 
| ill programs. Che bill pre vides that the total authorization shall 
exce d the estimated amount of insurance in force and commit 
ts outstanding is of July l. 1954, pl s $114 billion, except f that 
e approval of the President such total authorization could be 
- { ised | nowt a i total of not to exceed $500 million. 
Senator Doucias. Whi: the present total amount of insurance li 
by { a? 
Vin CoLr. About S17 billion 
Senatol Dovel AS, This would raise the total to S1S8.5 plus addi 
ty tions between now and the Ist of July? 
Mr. COLE. Yes. 
, Senator Dovueias. What will be the total that you will have avail 


able if this becomes a law ? 
Mr. Cone. I will have Mr. Thornton answer that to clarify my state 
ment, if I may, Senator. 
Mr. Toornton. There is also about $2 billion worth of outstanding 
mmitments which would be added. 
Senator Doveias. Including what will be here by the Ist of July. 
~~ Mr. THornron. We have a turnover of outstanding commitments 
thin the insurance authorization which is used at any particular 
int in time so actually the total insurance authorization would 
run up to around $20 to $21 billion, which would inelude all of our 
mutstanding insurance, the unpaid balances of the insured mortgages 
I foree, and something like $2 billion to $2% billion worth of out 
[ inding commitments to insure, and then 
Senator Douguas. It was the opinion of the House to be in addition 
d to the $21 billion? 
n Mr. THornron. No: included within the $21 billion. 
Phe CHainman. What will your total authorization be, if this bill 
becomes a law ? 
( Mr. Coie. That is the $21 billion, is it not ? 
Mr. THorntron. Yes: it would be between S20 and $21 billion as 
July 1, 1954. 
Che Cnatrman. That is outstat ding at the moment ? 
Mr. THornron. No: the combination of the three amounts, out 
inding insured mortgages plus outstanding commitments plus the 


s2 billion that is proy ided by this proposed legislation. 
Senator Dovanas. Mr. Cole, may Lask you another question? What 
we the reserves of FHA of which we have assets against some $21] 
: illion of insurance guaranties ¢ 
Mr. Coie. I would like to have Mr. Hollyday answer that. 
Mr. Hotiypay. Senator, they are somewhat in excess of $300 million. 
[ do not feel qualified though to pursue that answer, by virtue of the 
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importance of the question and may I again refer to Mr. Thornton, 
please, sir ? 

Mr. Trornron. The protection of the insurance funds which FHA 
operates includes not only the value of the investments in the funds at 
the moment, which now exceeds $300 million in the combination of our 
several insurance funds—lI believe there are 8 altogether—but in addi- 
tion, includes the value of any properties which we take back at the 
time that we issue debentures. As a matter of fact, of course, the 
properties constitute the primary security. 

Senator Doue.ias. Suppose you had a general shrinkage of values 
which, of course, we hope we will not have, then you couldn’t protect 
propery A by selling property B, etc., so your reserve, as I understand 
it, in liquid cash is approximately 114 percent of the amount which you 
guarantee. 

Mr. THornton. Close to 2 percent. 

Senator Dovetas. That is right. 

Mr. Thornton. We have $17 billion insured. 

Senator Dovcias. Two percent, 

Mr. Trornron. We have set up through our actuarial studies as- 
sumptions of the losses which might be sustained in the event of a 
depression, and a serious amount of property acquisitions by the FHA. 
At the present time, if we were to start a depression tomorrow and it 
would approximate the seriousness of the depression we had in the 
thirties, and assuming that we were correct in all of our guesses as to 
the costs of operating the property, etc., it is our best estimate that 
the FHA title I] program might result in losses of about $120 million 
to the Treasury at the present time. It is because we cannot accumu- 
late reserves as fast as we want to that one of the provisions of this 
legislation will alter the management of the title IT insurance fund 
so that we can speed up the accumulation of reserves faster than is 
possible now. 

The Cuarrman. What is your total reserve at the moment ? 

Mr. THornron. A little over $300 million. That is in all of our 
various funds. 

The Crarrman. You figure if we got into a depression as severe as 
the 1930 depression with only a $300 million reserve it would only 
cost you an additional $120 million ? 

Mr. Tuornton. For the title Il program, under section 203. The 
other programs we have not been able to study with as much care, but 
probably another hundred million dollars would be the outside limit 
of losses under all of the rest of the programs combined. 

The Cuarrman. All the others combined would be $220 million. 

Mr. THornron. Something in that neighborhood. 

The Cuatrman. In addition to your reserve fund? 

Mr. TuHornton. That is right. 

The CHarrmMan. Your reserve fund, of course, is in Government 
bonds. 

Mr. THorntron. Most of it. 

Senator Leaman. What has your experience been with regard to 
repossessions ¢ 

Mr. THornton. Generally speaking, thus far the losses of the vari- 
ous insurance funds have been very, very small; under section 203 
our average losses has been about $500 per case for those on which we 
have acquired properties. Under section 603, if my recollection is 
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right, our average loss has been about $200 per property, and under 
608. where we have insured multifamily projects we have had no loss 
all for the properties that have been disposed of. Of course, we 
n't determine losses until after we dispose of the property, so that 
for those properties that we still have on hand we don’t yet know 
hat our losses will be. 
The CHAIRMAN. You talk about this $220 million possible loss, plus 
vour $300 million reserve. Just how do you arrive at that? Is that 
the basis that you are going to be ab le to reseil every repossession 
mu might have? : 
Mr. TuHorntron. Yes. We have made conservative assumptions as 
to how long we would have to manage prope ‘rties before we would 
me to a favorable time for disposing of the properties; the expenses 
it we would have in managing them and rehabilitating them; and 
o the income that we would obtain from the properties during the 
time that we are operating them; and then we made assumptions of 
being able to Raposs of the properties for the most part in the ne a 
hotel of 60 percent—60 percent to two- thirds—of the value whic! 
placed on the properties at the time of the insurance of the 
ortgage. 
The Cuatrman. That is $200 million on what, about $21 billion? 
Senator Bennett. It is $520 million. 
The CHamrMan. With the reserves. 
Senator Bennert. Yes: a loss of $520 million. 
Mr. THORNTON. Yes. 
The Caatmrman. That $220 million loss plus the $300 million re- 
rv Bees sg be $520 million ? 

. THornton. Yes. Mr. Hollyd: ay notes this takes into account 
the fact that in acquiring the properties, the FHA issues debentures 
rather than cash so we have a period of time while those debentures 
re outstanding for managing the property and liquidating the FHA 
i nterest in the property, in order to have some cash on hand for paying 
off the debentures when they come due. We have a time period of 
from 10 to 20 years for managing those properties under present law. 


Senator Do ual 1s. Gentlemen, as I hear these figures of reserves 
. ot only about 2 2 pe recent as contrasted to amounts that are shown, I am 
| ren ioe of Kipling’s poem about Tommy Atkins; when he spoke of 
‘The thin red line of ’eroes when the drums begin to roll.” I think you 
have got a very thin red line with which to protect a tremendous 
superstructure. 
The CrarrmMan. Do you think we ought to increase the percentage 
| 


of reserve ? 

Mr. THornton. We are proposing an amendment 

Senator Doveias. Stop, look, and listen. 

Mr. Coir. I would like FHA to comment on that. They have a com- 
ment, 

Mr. Trornton. We have proposed in the present legislation a 
change in the management of the mutual mortgage insurance system 
which will permit us to refrain from adding any more funds for the 
distribution of dividends until we have built up our reserves to the 
point where we feel that the Treasury is fully protected against possi- 
ble loss. 

Senator Dovetas. I think that is a very good step and I want to 
commend you all for taking it. 
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Mr. Tuornvon. It is, of course, an extension of what was started last 
year in the previous legislation. 

Mr. Coir. There are some very important aspects bearing upon the 
necessity for an adequate insurance authorization which I want to 
emphasize. To be an effective aid in housing and home financing, 
the FHA requires a considerable degree of flexibility in its operations. 
It should not be in the position of ane to close down insurance 
a because of the exhaustion of its insurance authorization. 
There is always a high degree of uncertainty over the volume of appli- 
cations whie h will be submitted by home builders and mortgagees. 
For this reason, it is impossible to forecast with precise accuracy the 
dollar amount of insurance authorization which will be required in a 
given period of time, because the volume can vary substantially and 
rapidly with changing conditions. I understand there have been 
8 or 10 occasions during recent years when the exhaustion of an insur- 
ance authorization has required that insuring operations under one 
or more of the active programs either be suspended, or placed under 
direct daily control of the Washington office. This is a very expensive 
process—both from the standpoint of the FHA, and from the stand- 
point of the builders and the lenders who rely upon the FHA. The 
FHA is intended to be a stabilizing influence on home building, but 
when its operations are cut off entirely by reason of insuflicient insur- 
ance authorization it seriously disrupts the home-building and home- 
financing industry. 

No one recognizes and ap prec iates more fully than I do the right— 
and the desirability—of the Congress to ¢ ‘ontrol the insurance li: ibility 
to be underwritten by the FHA. TI earnestly recommend to your com- 
mittee that the FHA be granted sufficient authorization to carry out 
its operations without interruption until the Congress has adequate 
opportunity and time to again review the situation and to provide 
for such additional insurance authorization as it deems desirable 
until the next succeeding period of congressional review and action. 

According to Commissioner Hollyday’s best estimate, the $2 billion 
provided for m this bill would be sufficient, with a reasonable margin 
of safety, to permit FHA to continue its operations without inter- 
ruption until June 30 next year. I strongly urge your committee to 
provide sufficient insurance authori ization to accomplish that purpose. 

There is a very real need for some adjustment and simplification of 
the various provisions of the National Housing Act governing the 
determination of the maximum amounts of mortgage loans which 
may be insured by the FHA. This is particularly true with respect 
to the FHA section 203 program relating to the insurance of mort- 
gages on 1- to 4-family homes. Also, since FHA or VA insured or 
guaranteed home-mortgage loans represent a large segment of the 
home-mortgage market and therefore exert a strong influence on the 
level of construction activity, it is vitally important to permit the 
terms of such Government guaranteed or insured home mortgage 
credit to be fully responsive to changing economic conditions. The 
bill seeks to meet both of these important problems. 

For example, in connection with the section 203 program on 1- to 
4-family homes, the bill would provide that the maximum amount 
of a mortgage which may be insured by FHA could not exceed the 
sum of 95 percent of the first $8,000 of value and 75 percent of the 
value in excess of $8,000, and in no event to exceed $20,000 for a 1- or 
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ise of a 4-family residence. These 
ounts would compare with the present 
or 2-family home; $20,500 for a family 
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mum mortgage loa amounts employing the hew simplified formula 


it ¢ tablishing the amounts below the various maxima permitted 
by the bill. 
Che CH AIRMAN, I think mavbe we ought to ] lace th ~ in thre record 
this point. Will someone hand the reporter a copy ¢ 
Mr. Coun. Yes. We will see that he gets it. 
(The table referred to follows :) 


ed and current schedules for marimum mortgage amounts 
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for maximum mortgage amounts for 1- to 4- 
Continued 
MORTGAGES (NEW AND EXISTING HOMES) 
y 4-family 
Current Proposed 9 Current '* 
Tax Loar Max Loar Maxi- Loan- 
mun slie 1 value mum value 
sured io i i ratio insured ratio 
mort r- T per ort (per- 
gare ‘ gaces ent) gages cent) 
$2 NN g9.0 $9. 100 91.0 $8, 000 | RO. ( 
g RO ano 9. RAD R945 &, BND | Ri). 
4 60 89.0 10, 600 RS. 3 9, 600 | SO. ( 
10. 40 80.0 11, 350 87.3 10, 400 RN. ¢ 
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29, Nor 8), ( 20,3 81.4 20, 000 80. 0 
2). AK gn. 0 
20, 50K 78.8 21,100 81.2 20, 890 | 8). ( 
2 ( 75.9 271, 850 80.9 21, 690 8). 0 
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ge 3a yf $2 for a 3-family structure, or $35,000 on 5 
80 | nt of appraised value, and not to exceed a mortgage of 
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f les an $ 00 value are eligible for insurance on the basis 
se schedules in order to conserve space, 
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rates, 


Mr. Cole, 
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te bewildering in the way it is thrown at us. Would you say on 

types of housing do you increase the mortgage authorization, 

what types of housing do you decrease it, and on what types do you 
eep it the same ? 


Mr. Core. Yes. I think that is ve ry important, Senator. I would 
» Commissioner Hollyday to comment and Mr. Thornton. 

Mr. THornvon. Your observation about the bewildering nature 
the list of maximum mortgages is illustrative of one of the main 
ons for suggesting the change in the maximum mortgage terms, 


iuse section 203 now contains a total of, I think, 8 or 9 different 
es for determining maximum mortgage amounts for various kinds 
properties, for new construction as against existing construction, 
he basis of various characteristics of the property, so the intent of 
e present proposal is to make a single formula for computing max}- 
m mortgage amount, which would be the same formula for all 
nds of structures, and for all valuations. 
Senator Dove.as. That is for repaired structures, as well as for new 
ctures ¢ 
Mr. THornton. For new or existing, yes, and repaired structures, 
the repairs are financed with mortgage financing insured under 
at 203, yes. The principal—it is difficult, of course, to summarize 
efly the changes th: at result from the new formula, but the principal 
inge is accomplished within the price range of $10,000 to $15,000 
$16,000 in value; below that point, the differences in maximum 


rtgage amounts would be slight, as between the new construction 
rt gages under the old formula and under the new formula. The 


w formula would provide a smoother transition of mortgage 
uunts between the lower ratios of loan to value at the high levels 
the higher ratios in lower value levels, than is possible under 

» present legislation. 

Now, for all properties that are existing construction, the maximum 

tios of loan to value under the proposed legislation would become 

e same as would be possible for new construction. 

Senator Doveias. Am I correct in inferring that for homes over 

$10,000, that the new percentage is higher than the present per- 


ntage ¢ 
Tuornton. The maximum permitted by the proposed legis- 
ition would be higher. Now. what the actual permitted ratio of 


an to value would be, that would be dependent upon Presidential 

tion, after the legislation is passed. 

Senator Doucnias. You are assuming the action would result in a 

gher guaranty in the upper priced homes? 

Mr. THornton. Yes. 

Senator Doveras. Well, we have been proceeding on the assump- 

nm, I thought, that primary aid should be given to the lower priced 
omes, on the gorund that those with homes, say, of $25,000 value 
resumably could only be limited by $10,000 a year, that they would 
ot need as much governmental assistance as the $50 a week or $70 

week or $80 a week clerk or mechanic. 

[ would like to get some argument on this point, as to why you 
think governmental guaranties are specially needed for this upper 
ncome group. Is there not a danger that you may undermine the 
nitiative and enterprise of these people by the extra protection which 
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you give them’ May you not be destroying something precious in 
their moral character ¢ 

Mr. Homntypay. Senator, the philosophy here, I think, is that the 
change proposed ts really moderate, in that you have in FHA an 
Insuring agency that has operated since 1934 with a ceiling of $16,000. 
We are only asking for an increase of from $16,000 to $20,000. The 
changes, frankly. are not primarily to get a moderately increased 
maximum amount, but to straighten out the very irregular curves In 
the series of mortgage amounts that you called attention to. 

RITA, in a did only 2 percent of its business above $12,000. 
So that we are really talking about. I think, a very moderate amount 
of our ent per I don’t believe there would be the danger that 
you mentioned. 

Senator Bricker. You mean 1952, instead of 1932, don’t you? 

Mr. Hornypay. Actually I was quoting 1952, because I happen to 
KNOW those fivures. 

The Cratrman. You said 1932 

Mr. Hotiypay. I'm sorry. I meant 1952. 

Mr. Dor GLAS, Everybody Wants to protect somebody else’s charace- 


ter. I notice people in the $12,000 range are anxious to protect the 
character of the low income groups from subsidization by the Gov- 
ernment. I tl or they ought to be interested in their own character, 


that it is not undermined by this undue amount of governmental 
assistance which can dry up the initiative upon which the American 
system is prope uty based. 

Mr. Coir. We think, Senator, that the experience of FHA indicates 
very clearly that it really will provide the assistance for the lower 
income people, as a practical operation. 

The bill would also place in the President authority to establish the 
maximum rates of interest on home mortgage loans insured or guaran- 
teed by the Federal Housing Administration or Veteran’s Administra- 
tion. The bill provides that such maximum interest rates would be 
established by the President from time to time, on the basis of reviews 
to be made at his request by appropriate officials of the Federal 
Government. Such reviews would be required to cover conditions 
affecting the mortgage investment market, and to take into consider- 
ation conditions in the building industry and the national economy 
generally. The maximum interest rate could in no event be estab- 
lished at a rate exceeding the average market yield on marketable 
Government bonds having a remaining maturity of 15 years or longer, 
plus 2, percent. 

I want to call particular attention to the fact that this latter provi- 
sion is not a formula, which requires the interest rate to be set at 24% 
points above the average yield. It is a ceiling limitation permitting, 
within that limitation, the essential flexibility required for appropri- 
ate adjustment of the interest rate to changing economic conditions. 

This provision for administering interest rates is in substantial 
conformity with the recommendations of the President’s Advisory 
Committee. IT should like also to emphasize ” at the Committee was 
of the opinion that no change was needed : this time in present 
maximum interest rates. I agree with this sels and would not 
recommend any change in interest rates under present market 


conditions. 
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If agreeable with the committee, L should hke to sucvest that Mr 


Hollvyday now present his statement. Mr. Hollyday brings to the 
tion of FELLA Commissioner an enviable record of successful mort 
rice banking experience Ile has also done an outstanding job of 
eering the field of rehabilitation and neighborhood conserva 
1 hela wh 1 the pending | would give Important new 
nsibilities tothe FILA, 
Phe Cramman. You may proceed, Mr. THollyday. 
Viv. Hoititypay. Mr. ¢ ha rman and members of the cominittee, mm 
Vy report, which | reoret has to cover some IS anda fra tion paces, 
found it impo le, or at least unwise, to cut out anything that I 
| re 


} 
' 


The gentlemen of the committee will note that in 1 or 2 mstances 
e will be repetition with what the Administrator has said. That 


perigtion seems TO nie to be desirable. in that tcovers sections ??0 and 


Iwh ch are hew, 

It 7 vilege to appeal today to discuss with you the portions 
f S. 29BS which pertain to FHA operations. The bill proposes two 
\\ KH \ mortyave mMsurance programs. It also makes a number of 


lifications In existing programs, consolidates existing insurance 


ogramis in several instances, and terminates some programs which 
her are Inactive or are no longer justified. It also includes several 
nical amendment STO refine, clarity, Ol simplify eXIst ing programs. 
\l] of the provisions are designed to enable FHA to serve the 
Nation more effectively in raising housing standards and conditions o1 
yenable FHA to perform its functions more effectively. 
The new mortgage Insurance programs are provided for in section 
3 of the bill, which adds section 220 and section 221 to the National 
Housing Act. Each of these programs has a specific and important 
e to play in neighborhood rehabilitation and urban renewal. 
The new section 220 program is designed to proy ide private finane 


i@ under insured mortgages for housing in the specific areas under 
rong rehabilitation. 

Before section 220 can become operative as to any community, the 
ommunity must have developed a comprehensive and practical plan 
to attaek its problem of urban blight and slums, the Administrator 

the He l sing and HLlome Finance Agency must have examined this 
lan and have certified it to be a workable plan. Pursuant to this 
plan, certain areas will be designated and approved by the Admini 
trator of the Housing and Home Finance Agency as urban renew ul 
rea Within such areas mortgage insurance for rehabilitation and 
onstruction of individual homes or projects may be made available 
DY FHA under section 220. 

Before issuing any commitments to insure mortgages under section 
0 the Federal Housine Commissioner must be satished that there 

al specific program of rehabilitation and conservation for the de 
neated area which will be effective in restoring the quality of that 

ea to a condition which would justify mortgage insurance, and that 
ere exists the necessary authority and financial capacity in the 
munity to carry out the established program. In short, FHA 
iust. be satisfied that action will be taken which will restore satisfac 
tory living conditions, property values, and economic strength to the 
iren which will endure throughout the life of the insured mortgage 
| HA, requirements will relate to publie facilities, public services, and 
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public areas such as streets, schools, parks, and playgrounds within the 
delineated areas, as well as to land uses and conditions of privately 
owned property. 

It should be borne in mind that many of the areas under which FHA 
would be authorized to insure mortgages under section 220 would be 
areas which would be rejected by FHA in the absence of the local 
community’s action under its urban renewal plan. It is the action of 
the community under its urban renewal plan which would warrant 
well, therefore, to enumerate briefly some of the basic elements in such 
a community plan: 

1. Continuing official general planning activity to supply the base 
upon which renewal programs are predicated. 

2. Suitable facilities for studying the condition of city areas and 
planning renewal programs. 

3. Adequate legislative authority to support regulatory measures. 

4. Sufficiency of local codes and ordinances and adequacy of their 
enforcement. 

5. Authoritative administrative machinery for carrying out entire 
program. 

6. Financial ability to support city’s expenditures for administra- 
tive functions and for public improvements. 

7. Feasible means of relocating persons displaced by all renewal 
program. 

8. Citizen participation and public education, both citywide and on 
specific programs, 

9. Followup program to sustain upgrading of renewed areas. 

Maximum mortgage insurance terms will generally be consistent 
with section 203 for small properties and with section 207 for projects 
of 12 or more units, with 2 exceptions. In order to provide a full 
range of coverage for the various types and sizes of properties likely 
to be found in such areas, home mortgage terms will be available for 
structures with from 1 to 11 dwelling units, instead of the section 203 
limitation to 1- to 4-family units. Multifamily project mortgages 
will be limited to 90 percent of value. 

It is anticipated that FHA processing of section 220 applications 
will generally parallel the processing of section 203 and section 207 
applications, with essentially similar eligibility standards. 

It is our opinion that the section 220 program can be an important 
aid to local communities which are interested in eliminating urban 
blight and restoring deteriorated neighborhoods while placing pri- 
mary dependence upon private ownership and private financing. It 
should be emphasized, however, that the effectiveness of the program 
depends fundamentally on local initiative and participation. 

It is our further opinion that mortgage insurance for such under- 
takings can be as successful with proper underwriting as it is in the 
types of activity to which other title II programs apply. 

Senator Dove.as. Mr. Hollyday, would it disconcert you if I asked 
you a question now ? 

Mr. Hotxiypay. I think it might be better if you asked it now, sir. 

Senator Dovetas. Thank you. 

Is your program primarily designed to remove slums or to prevent 
neighborhoods on the edge of slums from deteriorating further? 

Mr. Hotiypay. Section 220 is very definitely not a program to 
remove slums. We are the doctor, and the patient has a very bad 
arm. And that arm is going to get worse. We say, “Now, we can’t 
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ure you, but, Mr. Patient, if you will do thus and so”—and I spelled 
ut nine prescriptions that he should té ake—this will prevent further 
leterioration and will help a great deal.” Because as his arm gets 
etter, so will his shoulder and the rest of his body. 

Senator Dovetas. Is this a means of preventing slums from spread- 
ng, or is it a means of eliminating slums that already exist? 

Mr. Hounypay. Well, in some cases the man has to have his arm 

t off. His case is hopeless. You can’t restore an arm that ought 
0 i cut off. But there are other parts of the body that would be 
ffected, and section 220 will help a great deal in not only preventing 
ums but in holding out a reward to cities for helping this present 
lighted area. They will start studying their physical condition. 
Chose prescriptions that I mention are very hard to fulfill. 

Senator Dovatas. May I say, Mr. Hollyday, I have great respect 
for your good will ana for your intelligence and your devotion to the 
public. 

Mr. Hotiypay. Thank you, sir. 

Senator Dovueias. This problem is not an academic one for me 
because I live in a community which formerly was an upper-middle- 

iss community and is now on the verge of a slum, which is deteriorat- 

g, and naturally we want to preserve it. 

But if you deal with the central source of infection—the slum itself— 

am not satisfied that your program copes with that because of this 

ason: That when you get a city slum which sprouts over a number 

f square miles, to try to rehabilitate it house by house, or even block 

by block, is a very difficult procedure. It has always seemed to me 

iat the slums in some of a cities have progressed so far that they 

re in effect cancers and that major operations are badly needed. 
Chat is why we use the term in the 1949 bill “slum clearance and urban 

edevelopment.” 

I notice you avoid the term “slum clearance” and you use the term 

urban renewal,” and so forth, apparently with the idea — you are 
nat merely protecting the areas on the verge of the slums, but that you 

| that this could be a development within the slum itself. 

"] would not object to your program as part of an overall program. 

Mr. Houtrypay. It is. 

Senator Doveias. But I would warn you not to be too optimistic 

bout the central cancer itself. 

Mr. Hotiypay. Senator, anybody that has worked for 7 or 8 years 

slums, I think, would take to heart that warning very carefully. 
7 am speaking spec ifie ally to one section of this bill, and the iad. 
trator, I think, will cover the larger picture. I am very anxious not 
to overdo what I think can be done. 

Senator Doveias. As long as you do not try to—and I am sure 
you, as an honorable man, would not—as long as you do not try to 
ell this to the American public as a means of curing slums, well and 
good. As long as it is merely a part of a program to prevent or 
reduce the danger of slums spreading, that is fine. But please don’t 
let the American public get the idea that that is a cure for the cancers 
which lie at the heart of most of our great cities. 

Mr. Hotiypay. I wouldn’t dare do it. 

Senator Doverias. That is fine. As long as the record is clear on 
that. point, it is excellent. 
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Mr. Coir. Senator. may I further comment that when we discuss 
the slum-clearance redevelopment, urban renewal programs, | hope 
that we will have tied them in sufficiently to satisfy the Senator. 

May | comment once more with respect to one more part in connec- 
tion with section 220 that it will assist, we hope, in many cities in the 
rehabilitation and redevelopment of those areas which have been 
cleared. It can be used in those areas. too. 

Senator Dovuaguas. Let me erant this to show you that I am not 
solely critical: In those « ities, where the slums are scattered in hlocks, 
which sometimes has been true of sections of Washington, there I 
errant you that vou could take blocks out here and there and effect 


an improvement. But in cities like my own, in Chicago, where we 
have a blighted slum area of many square miles in extent, and in other 
cities like, | think, Birmingham, Ala.. and Atlanta, Ga.. it doesn’t 


seem to me that this vets at the real cancer. 

Mr. Corr. At this stage, may | point out that we are definitely 
not abandoning slum clearance as part of redevelopment. 

The Cnarmrman. May I say this, that if you don’t have some such 
plant as this, then you will continually get shims. You must have 
a plan to rehabilitate what might be termed old houses, which are 
good, and in food neighborhoods. 

Senator Doveras. Tam not op posing this proposal, T am merely 
saying don’t place too much reliance upon it, and don’t sell it to the 
American public on the ground that it is a substitute for slum clear 
ance, and for handling people who are displaced from these areas and 
who, because of income or other factors, cannot get suitable housing. 

The CHatrman. I think if it was properly carried out, it might keep 
slums from developing, not eliminate existing slums. 

Senator Doug as. May I file a dissent to the good Chairman on that 
point. But that is all right. 

The Cuatrman. I want to say this at this point: T shall introduce 
at the proper time an amendment that I think will do as much as 
anything to eliminate slums in the future. That will be an amend- 
ment to this bill, whereby the Federal Government will give he Ip to 
industry and cities, and States and counties, in eliminating smoke, 
because it is primarily smoke and dirt and filth, created by industry, 
that caused many of these slums. 

Senator Dovetas. I join the chairman in an antismoke campaign. 

The ¢ ‘HAIRMAN. It will be an amendment whereby the Federal Gov- 
ernment will assist cities in eliminating smoke that causes the slum 
conditions. 

Senator Doveras. Does that mean that you are going to stop the 
smoke in political propaganda, Mr. Chairman? 

The Cuatrman. That would be impossible. 

Mr. Hotriypay. Mr. Chairman, before I proc ‘eed with the new sec- 
tion, Which is section 221, I don’t want to impose upon the commit- 
tee’s time, but this question is so important, I think Senator Douglas 
would like to hear what Iam about to say. 

This is a very stiff prescription. We in FHA believe it will work. 
I believe there is no city right now in the United States that is fully 
prepared to take that prescription, but cities throughout America are 
asking and crying for guidance, and this will be something for them 
to shoot at. 
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Senator SPARKMAN. May I ask, is this in effect an appli ation ona 
itionwide scale, of what you have experimented with for 
any years as the Baltimore plan ¢ 

Mr. Hotiypay. Yes, it is. It was written in our office. 
Senator SpaRKMAN. And it is intended as a supplementary pro 


i eood 


im, you might say, an in bet ween program, rather than a substitute 
for slum clearance / 
Mr. HoLiypbay. senator, this is absolutely 


arance of slums. 


no substitute for the 


Senator SPARKMAN. I say it is really an in-between program, be 


een your regular housing program and slum clearance. 


Mr. Hotiypay. I would say it is complementary, very definitely, 


t has a possibility that is very great, indeed. Now that the busi 
ssmen at least have awakened to the price that they are paying for 

egliecting b lohted areas, here is an Opportunity for them. 

Senator SPARKMAN. | want to say to you that I have been very 
Cl impressed W ith it. ] do think that we ought to make certain 
it people do not think of it in their minds as a substitute for shim 
earance programs, and furthermore, that they realize that it is 
nething that must unfold more or less gradually. It is not going 
take hold, I don’t believe, like wildfire, all at once. I think it is 


yhe to require a lot of hard work anda lot ot patient endeavor to 
nititover. 

Senator Doveéias. I want to compliment Mr. Hollyday for the 
tegrity of that reply. 

Senator SPARKMAN. You mean the reply I made? 

Senator Doucnuas. No. T want to compliment you, but for the 
oment I was complimenting the witness, not my colleague. That 

a very honest and very sound position, and I want to compliment 

. sincerely. 

Mr. Hotnypay. Thank vou, sir. 

Senator Dovetas. I don’t think you ever appeared before our com 
ttee, urging this as a substitute for slum clearance, but a great many 
eople did appeal and urge the Baltimore plan as a substitute for 
um clearance and for public housing. | do not question their vood 
faith in the slightest, but I am delighted that the man who was bearing 

e burden of the battle. down in Baltimore. and who originated 

S plan, carried the heat of the day, does not make the claims for 

- plan which other advocates have made. 

Mr. Houiypay. I wish I could be as charitable as you are about 

e people who use the Baltimore plan under the theory that they 
vere trying to help people who lived in the slums, because the people 

ho misused this plan have caused those of us who are working for 
t more trouble than anything we could possibly think about, 

The CHairMan. It is not intended to take the place of slum clear- 
ince; it is to prevent slums. No one writing the bill, or offering the 
bill, or in any of the discussions we have ever had was it ever intended 
to take the place of slum clearance. It is to prevent slums, and I 
think it a very, very excellent idea, and I think it will work quite 
satisfactorily. 

I again want to say I will introduce at the proper time an amend 
ment to give some help in this bill to industry and cities that want 
to try to eliminate their smoke, because it is really smoke and dirt 
that causes slums. It isn’t going to do us any 200d to go out here 





76 HOUSING ACT OF 1954 

and build new additions, shiny new houses with shiny roofs, and 
then have a factory on the next bill, or down in the valley, pouring 
smoke on top of it so that in a year’s time it looks like it had been 
built 10 years and all the paint has gone. 

I think we have to give some thought to eliminating smoke, if we 
are going to do the proper job of eliminating slums. I think it can 
be done, and we will offer an amendment to this bill to do it. 

Senator SpARKMAN. Let me ask Mr. Hollyday a rather short tech 
nical question : Let’s assume that you are engaging in an urban renewal 
program—that is what you call it, isn’t it ? 

Mr. Hotuypay. Yes, sir. 

Senator SparkKMAN. And that involves one block, for example. 
Now, you have to have the cooperation of the individual property 
owners in there, don’t you 4 

Mr. Houtypay. Yes, sir. 

Senator SpaRKMAN. How are you going to get that, unless they 
are violating some sanitary code or ordinance, or something of th: at 
kind ? 

Mr. Hotiypay. Senator Sparkman, this is called a neighborhood 
program. Now, a block is not a neighborhood. 

Senator SPARKM ¥F Of course. I realize that. 

Mr. Houiypay. I didn’t mean to be technical. 

Senator SPARKMAN. Suppose in that area you had a block in which 
some of the neighborhood would not cooperate. 

Mr. Houiiypay. Section 220 cannot be applied in a city until some 
very important things happen first: The city must have a workable 
plan for the whole city, for the whole community, in the opinion of 
the Administrator of the Housing and Home Finance Agency. Then, 
when the Administrator says to FHA, oo have looked at this program, 
and it is workable,” then, and only then, can we go to the city and say, 

“Now, Mr. Mayor, we don’t want to te 5 you what to do, but if, in this 
partic ular delineated area, which we will work out with your plan- 
ning organization, you will do these things”—and they are very difli- 
cult, indeed, to do—— 

Senator SPARKM. an. Yes, I have looked them over. 

Mr. Hotiypay. Then we say, “If you will do that, and if you will 
enforce the laws that will restore to that particular area the health 
that should be there, and will remove the causes—the livery stable, the 
flashing electric light, the traffic, the congestion”—numerous articles 
that I have spelled out somewhat in a condensed form in here—“*Mr. 
Mayor, if you will do = ge things, then we will come in, because it 
will be economically sound for the First National Bank of Birming- 
ham to lend their money, and we will guarantee they won’t lose.’ 

Senator SPARK wAN. In other words, the initiative has to be on the 
part of the city itself in working up the plan ? 

Mr. Houiypay. If the citizens and the city hall are not really 
anxious for it, we are wasting our time. 

Senator Doveras. Having been a city alderman, may I say that if 
you eliminate this flashing electric light, you have to effect a greater 
change in the procedures of our city council, as great as it would be if 
we changed the whole proc — of the Senate and the House of Rep- 

resentatives and turned over a great deal of administrative power to 
the folks downtown. And thi at is true of variations in zoning ordi- 
nances, too. 
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Mr. Hotiypay. Zoning, of course, wasn’t spelled out specifically, 
ut zoning against such things in a residential neighborhood is, of 
ourse, fundamental. 

Senator Doucias. Permitting variations and permitting business to 
reep in, in one case, to a residential neighborhood, like a hotdog stand 

a little basement grocery store, and letting an electric sign creep 
{ff a main street into a side street, and so on—that is done by special 

dinances passed through the city council, with the understanding 
iat. all the aldermen scratch each others’ backs, as is sometimes done 
n the rivers and harbors bill up here. 

Mr. Hottypay. Section 221—this is the new section—is designed to 
provide privately financed housing under insured mortgages for fam 
lies displaced by governmental action in a community with a workable 
irban renewal plan. ‘These will be low-income families—generally 
families who have been living in.substandard housing in substandard 
eighborhoods. ‘They are being forced to move. These families must 
find decent homes. Unless the y are i —— e ly housed, the p roblem of 
overcrowding and blight is not solved; it is just moved from one part 
of the e ity to another 

Some of these displaced families will be able to find decent homes 
n the existing housing inventory of the community. Many of them 
ill not. Having come from substandard housing, they might be 
forced again into substandard housing unless public housing were 
made available—or unless some way can be found to bring privately 
financed housing within their means. That is what section 221 is for. 

Section 221 is designed to bring privately financed housing within 
the reach of at least some portion of these families by applying the 

ured-mortgage system on the most liberal terms deemed feasible 

don a frankly new and untried basis. 

That is applicable only to the people who have been physically 
displaced by Ora action. 

| might add in this connection that, while section 221 is a new 
ap _ wh to the problem of rehousing families displaced from blighted 

FHA has had some very limited experience with 100-percent 
a mortgages in disaster areas. That experience, though limited, 
has been good. 

[ believe section 221 is an intelligent approach to a very serious 
problem. Let me briefly summarize its spec ific terms. 

Section 221 is to be available only in communities which have been 
certified by the Administrator of the Housing and Home Finance 
(gency as having workable programs for the elimination and pre- 
vention of urban blight. It would be available only for housing 

be built or rehabilitated for families being displaced from their 
homes by governmental action in such communities. It is intended 
for use in those situations where there is an insufficient supply of 

table housing available from other sources to take care of such 
displaced families. 

The maximum mortgage under section 221 would be $7,000 per unit, 
This limit is designed to insure provision of housing within the finan- 
cial means of a substantial portion of the modest-income families 
being displaced from urban renewal areas. The maximum term would 
be 40 years and the mortgage insured by FHA could be as high as 100 
percent of value. The properties covered by the insured mortgages 
under section 221 could be single-family homes for sale to eligibile 
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displaced families or ay be projects of 10 or more units to be rehabili- 
tated by nonprofit organizations for rent to such families. Morteage 
financing is also available for single-family homes built for sale in 
amounts not to exceed 8d percent of value, to assist in the construction 
and provide financing pending subsequent sale to a qualified-owner 
occupant. 

The ceiling of $7,000 for home mortgages to be insured under section 
2?1 has been proposed on the basis of several considerations. In the 
light of past experience under both section 208 and section 8, it 
appears that new houses with at least two bedrooms can be built to 
minimum section 203 standards in the cheapest land areas of most of 
the metropolitan communities in the country within the $7,000 mort 
gage amount proposed in section 221. In all communities, urban as 
well as suburban, the $7,000 ceiling should be effective in assisting 
rehabilitation or purchase of existing homes adapted to the needs of 
disp laced famuli les. 

Senator Dove as. You speak with great confidence on that point. 
“ vou really feel that confidence, that you can build new houses with 

t le: ast two be drooms on che ap land areas within the $7,000 mortgage 
Sas 

Mr. Hottypay. No, sir. They could hardly ever be built within a 
blighted area, because of high land values. You would have to go 
outside of the blighted areas to take care of these people with a new 
home. 

The confidence comes, Senator, where I refer to the fact that on the 
rehabilitation of existing homes, I think that $7,000 ean be used. 

Senator Dovenas. But the preceding sentence speaks with confi 
dence, where you say that new houses with at least two bedrooms can 
be built. 

Mr. Houiypay. I think you will find, sir, I use the term “cheapest 
land areas.” And I said in most communities. 

Now, in Chicago, I take it you would have to get pretty far out in 
order to get land that would make it possible, but I would like to call 
your atte ntion—— 

Senator Dovetas. You would get so far out, you would never get to 
your job. 

Senator Leaman. Mr. Chairman, may I ask a question? 

The CnHarrMan. Yes, Senator Lehman. 

Senator LenmMan. You may have already explained this during the 
time I was out of the room, and if you have, I will withdraw my ques- 
tion. But one thing is not very clear ~ me. I think your proposal 
here is certainly a very interesting one, but I was wonder ing why you 
limited these $7,000 houses merely to people who have been displaced 
from urban blighted districts, and did not make them available to 
other people, when it is established that the supply of suitable housing 
is not available from other sources. 

Mr. Hotiypay. Senator, I did not explain that while you were out. 

Section 203, here, will be available to everyone, up to a 95-pereent 
loan, with an $8,000 ceiling, just as it will be for these people. But 
where we went to a 100-percent loan, we felt the $7,000 ceiling was 
desirable. 

Mr. Coir. May I add, too, Senator, as Mr. Hollyday has explained 
in his statement, the section 221 program is, frankly, an experimental 
program. There are some questions about it in our minds, and in the 
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nds of many people. We think it is an lnportant step to attempt 
experiment. ‘Therefore, as one of the limitations during the 
ng of it, and its applicability to meet the problem, it was a limi 
on which we decided to put upon the program at this time. 

We are confident, on the basis of all the information we have, that 

vill develop into a satisfactory program, but it was one of the limi 


ons we decided to place upon if during the experimental stage. 
Senator Lenman. Thank you. 
Senator SpaRKMAN. May I ask a question relating to the last sen 
ce on page 5 (reading) : 
Mortgage financing is also available for single-family homes built for sale in 
ounts not to exceed SO percent of value, to assist in the construction and pro 
le financing pending subsequent sale to a qualified owner-occupant 
Does that mean the financing goes to the builder, to assist him in 
Iding ? 
Mr. Hotnypay. Yes, sir. 
Senator SpaRKMAN. And that has no effect upon the eventual mort 
rage ¢ 
Mr. HWotitypay. No,sir. That was to try and bring the builder into 
he picture, with the hope that that type of financing would help cre 
¢ the houses for people who could purchase. 
Senator SparKMAN. Purely temporary financing, to aid in build 
v and to carry until a sale? 
Mr. Hotiypay. Yes, until the purchase. 
Phe Cuarmman. A man could rent it for 10 or 20 years, couldn’t he ? 
Mr. Hotitypay. That would depend upon the terms made by the 
Ider. I would assume the objective is to get the man who is dis 
laced to “vo in and take the house that is built by the builder, and 
upy it, with the hope of being able to own it within a reasenable 
eriod of time. 
Senator SparKMAN. What I mean is that that loan goes to the 
uilder, rather than to the eventual owner of the property 4 
Mr. Hotiuypay. Yes, it is an endeavor to stimulate his interest, if 
sible. 
The Cuatmman. What do you say we recess until 10:30 tomorrow 
orning. It isafter 4 0’clock now. Has anyone any objection to ow 
at which time we 


/ 


tanding in recess until 10:30 tomorrow morning, 
ll meet in our regular committee room in the Senate Office Building 
Chen we will meet at 10:30 tomorrow morning in the regular com 
mittee room. 
Thank vou very much, gentlemen. 
( Whereupon, at 4:05 p. m., the committee recessed, to reconvene at 
:30 a. m., Wednesday, March 10, 1954.) 
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WEDNESDAY, MARCH 10, 1954 


Unitep STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY. 
Washington, D.C. 

Che committee met, pursuant to recess, in room 301, Senate Office 
suilding, at 10:30 a. m., Senator Wallace F. Bennett presiding. 

Present: Senators Bricker, Ives, Bennett. Bush, Payne, Goldwater, 
Maybank, Robertson, Sp: kn an, and Douglas. 

Senator Bennerr. The he aring will come to order, and, Mr. Cole, 

imay proceed on any basis that you wish. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY B. T. FITZPATRICK, DEPUTY ADMINISTRATOR AND GENERAL 
COUNCIL, HOUSING AND HOME FINANCE AGENCY; GUY T. 0. 
HOLLYDAY, ADMINISTRATOR, AND ALLAN T. THORNTON, DI- 
RECTOR, RESEARCH AND STATISTICS DIVISION, FEDERAL 
HOUSING ADMINISTRATION; WALTER W. McALLISTER, CHAIR- 
MAN, AND WADE HARRISON, GENERAL COUNSEL, HOME LOAN 
BANK BOARD; CHARLES SLUSSER, COMMISSIONER, AND LAW- 
RENCE BLOOMBERG, ECONOMIST, PUBLIC KOUSING ADMINIS- 
TRATION; AND J. STANLEY BAUGHMAN, PRESIDENT, AND 
ROBERT N. REID, GENERAL COUNSEL, FEDERAL NATIONAL 
MORTGAGE ASSOCIATION 


Mr. Corz. Thank you, Mr. Chairman. 

If satisfactory with the committee, we would prefer to begin now 
vith the testimony with respect to the appointment of conservators 
ind receivers for Federal savings and loan associations. That begins 
m page 38 of my statement. 

Senator Bennerr. Are you going to continue to make the statement 
personally ? 

Mr. Corr. Yes, sir. 

Senator Bennett. You may begin. 

Will you identify the gentlemen who are at the table with you? 

Mr. Corr. Yes. To my left is Mr. Walter McAllister, Chairman of 
the Home Loan Bank Board; and to his left, Mr. Wade Harrison, 
General Counsel, Home Loan Bank Board; and to my right, Mr. 
Fr itzpatric ‘+k, Deputy Administrator and General Counsel, HHF A. 

The Home Loan Bank Board has been conferring with managers 
and representatives of Federal savings and loan associations for a 
number of years on various legislative proposals governing the en- 
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forcement of the Board’s supervisory authority and its powers with 
respect to the appointment of conservators and receivers for these 
associations. Under broad statutory powers, the provisions for the 
ap a at of conservators and receivers have always been incor 
porated in the regulations for the Federal savings and loan system. 
Because su ‘h regulations can be changed from time to time by the 
Board, representatives of the institutions supervised by the Board 
have felt it desirable that the gp tessa should be clearly set out in 
the statutes as they are in the National Banking Act, the Federal 
Reserve Act, the Federal De ‘posit Insurance Act, and in the statutes 
in most of the States. 

The bill would give the Board the authority needed to protect the 
welfare of Federal associations and their members, and at the same 
time provide more orderly procedures for the exercise of the super- 
visory powers of the Board. It is my understanding that these pro- 

visions of the bill are satisfactory to the re presentatives of the savings 
and loan industry, as well as to the Board. 

Presently. the Board has rather broad powers with respect to the 
appointment of conservators and receivers. However. even under these 
broad powers, the Board presently has no means, except through the 
appointment of a conservator or receiver, to enforce the laws and 
regulations under which Federal savings and loan associations operate. 
The bill would, therefore, provide a method for the enforcement of 
law and regulations without the necessity of the appointment of 
conservator or receiver, and would also establish standards and pro- 
cedures for the appointment of conservators and receivers. 

It provides that, in the event of a violation of law or regulation, 
the Board will give the Federal association concerned, notice of such 
violation, and 30 days in which to correct the same. At any time 
during the 30 d: wys, either the Board or the association is given the 

right to apply to the United States district court for a declaratory 
rik nt, an injunction, or other relief. If, after 30 days, the viola 
tion has not been corrected, the Board will give the association 20 clay 3’ 
notice of the time and place of a hearing which will be held in the 
judicial district where the association is located, unless the association 
consents to another place. 

After hearing and adjudication by the Board, the right of appeal 
is given as is provided by the Administrative Procedures Act. and 
court review is upon the weight of the evidence. The Board is spe- 
cifically given the access to the courts for the enforcement of its 
adjudication and orders. 

The bill also provides standards and procedures for the appointment 
by the Board of a conservator or receiver. and gives the Board exclu 
sive jurisdiction to make such an appointment. The grounds for such 
appointment are: (1) Insolvency: (2) violation of law or regulations: 
(3) concealment of books, records, or assets: and (4) unsafe and 
unsound operation. 

The bill provides that a conservator or receiver shall not be ap- 
pointed until arene notice and an opportunity for an administrative 
hearing held in accordance with the provisions of the Administrative 
Procedures Act . that such appointment shall be subject to court review 
as provided in the Administrative Procedures Act, and that such 
review shall be upon the weight of the evidence. 
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However, the bill further provides that, if the Board determines 
it an emergency ex Sts requiring immediate action, the Board may, 
out notice and hearing, appoint a supervisory representative 1 
iarge who shall have all the powers of a conservator or receiver. 
uch a supervisory representative may hold office for not more than 
nonths, or until a conservator or receiver is appointed and takes 
irge, or until oO clays after the final proceed ngs of a heat no, o1 
ntil 60 days after final termination of any litigation affecting uch 
porary appointment, whichever ts longest. 
In my judgment, these provisions of the bill retain in the Board the 


thority and power needed for the proper dis harge of its r¢ Sp n 


ilities, and, at the same time, give adequate protection to the 

tutions supervised. 

[ believe this represents a fine example of the results of industr) 

| Government working together to develop a constructive solution 
toa particularly vexing problem, I think Mr. McAllister, the Chair 

in of the Home Loan Bank Board, who is here with me, and whe 

ll be glad to answer any questions you ventlemen may have, is to 
e congratulated for his work in connection with this matter. 

senator Bi NNETT. Do you wish to stop it that porit 

Mr. Coir. Yes, sir. 

Senator Bennetr. Are there any questions, Senator Maybank ¢ 

Senator Maypank. No. 

Senator Bennerr. Senator Sparkman 

Senator SparkMAN. No, sir. 

Senator Bennerr. Senator Bush. 

Senator Busu. How have you been handling this question at thi 
present time, and in the past, respecting the emergency requiring 
the appointment of a conservator ? 

Mr. Corr. I would like to have Mr. MeAllister answer that 

Senator Busu. Yes. How does it work today? How did it work 
last vear, et cetera ¢ 

Mr. McAur ISTER. We endeavor to get the stitutions to complh 
In the event the institution does not comply, we will say it is entire 
solvent; our only recourse is to take charge and put in a conservator 
It seems utterly ridiculous to put a solvent institution in the hands 
of a conservator. 

Senator Busnm. You have influence over that ? 

Mr. McAuuister. I think we could use considerable influence as fat 
as that goes. I don’t know to what extent our general counsel would 
say we are strictly on safe grounds. 

Senator Busu. This would seem like a real improvement in the 
situation; this formalizes the machinery, and there can’t be any pos 
sible question about your authority, then. Is that the purpose of the 
bill @ 

Mr. McAuutstrer. That is one of the purposes. The other purpose 
s to protect the institution and management from the capricious and 
irbitrary acts of the Board. If the Board were to simply make up its 
mind it wanted to take a certain action with regard to an institution. 
they could cause that institution and management considerable embar 
rassment, if not loss and cessation of business. 

Here, reasonable erounds are determined, and under what eond 
tions we would proceed and the institution is given fair protection. 


/ 
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Senator Busn. That is why you provide for the court procedure ¢ 

Mr. McAuuisrer. Yes. 

Senator Busn. I think it is a good regulation. 

Senator Bennerr. Mr. McAllister, 1 think it might be well for the 
record if you could point out to us the existence, or the type of ques- 
tion or the type of disagreement that might have existed between the 
Isoard and the industry, which led to the development of this program. 

Mr. McAuuisrer. We have a well known ease, that of the Long 


seach Federal, Long Beach, Calif.: that has been in the courts for 
about 7 years, and they have had various kinds of congressional hear 
ings. 

It is my honest belief that if that statute had been in force at 


that time, that the difliculty could have been avoided. 

Senator Maysank. Let me ask you this, if I may, Mr. Chairman: 
This statute, of course, couldn’t apply to that case. 

Mr. McAuuisrer. No, sir. I am hopeful that that case will be dis- 
posed of. 

Senator Maypank. I feel as you do, and I think you made a step 
forward. The reason I asked that was because I happen to have been 
around here when you had all this row in this committee 2 or 3 years 
ago, with two factions, so to speak. I presume that would be the 
right way to term it. 

As you say, we had congressional hearings and they have had court 
hearings, and the thing has been doing on for 7 years. They haven’t 
gotten anywhere. You do hope, now, that the court action is going 
to get somewhere ? 

Mr. McAuuisrer. I see termination in the horizon. 

Senator Maypank. Thank you. 

Senator Bennerr. I think Mr. Cole testified that there was no dis- 
agreement, either within the industry or between the industry and 
the Board with respect to this particular proposed solution. Is that 
so’ Is there any other proposed solution that has been presented to 
you from the industry ? 

Mr. McAuuisrer. This, I think, is a meeting of the minds. I do 
not know of any industry opposition. As far as the Board is con- 
cerned, we believe it is fair and gives us adequate and proper power. 

Senator bennerr. Do you have any comment, Mr. Cole? 

Mr. Corr. Yes, Mr. Chairman. 

This is the result of conversations over a considerable period of 
time between the chairman and other members of the Home Loan 
Bank Board, counsel, people in the industry, and with others involved 
in these problems. We think it is an excellent solution to the prob- 
lem. It protects not only the savings and loan, but it also, in my 
judgment, protects the public adequately and protects the Govern- 
ment in its interest. I think it is an excellent example of a settle- 
ment of a very difficult problem. 

Senator Bennerr. Senator Douglas, we have just finished discus- 
sing proposed changes in relationship between the Board—the Federal 
Home Loan Bank Board—and the individual members with respect to 
occasions requiring conservators and receivers. 

Apparently there is no disagreement with respect to the proposal 
within the industry, and no questions of disagreement have been 
raised by the committee. Would you like for us to hold this matter 
up while you have a chance to study it? 
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Senator Dovenas. No; thank you, Mr. Chairman. 

Senator Bennetr. We will go on to the next section, then. 

Senator SparkKMAN. Mr. Chairman, may I ask a question or two 
hat point? It may come up at a later time. Maybe while Mr. 


\llister is here he can tell me. 
the savings and loan business carrying along a vigorous program 
he home mortgages / 

Mr. McAuuister. Unquestionably. Last year, I should say, the 

nes and loan business provided the financing for 2 out of every 
ome loans that were made 1n the « ountry. 

Senator SparkMaANn. I think that has been largely true, year by year, 

Is somethi v l don’t believ ] generally understood by the peo 

e of this country the extent to which the sav ings and loan industry 

charging its responsibility in home financing in communities 
cross this country of ours. 

I have been part icularly impressed in the past, and I am sure that it 

ntinues to be true, with the large amount of the GI loan program 

it they have carried. They continue to maintain a high level in 
it, do they not ? 

Mr. McAuuisrer. Yes, sir. As a matter of fact, the percentage of 

I loans last year was increased. 

Senator SPARKMAN. Over the past year / 

Mr. McAuuister. Yes, sir. 

Senator SpaRKMAN. I think that is a very good thing to have on the 

cord. 

Senator Bennetr. Senator Goldwater, do you have any questions 

this point ? 

Senator GoLtpwater. No, sir 

Senator Bennerr. We have just finished a discussion of the pro 
osed changes in the method of setting up receivers and conservators 

r the building and loan societies, and apparently there is no disagree 

ent in the industry. 

Senator GoLtpwarter. I have no questions. 

Senator Bennerr. Mr. Cole, will you proceed ? 

Senator Maypank. I would like to ask Mr. McAllister if he could 

t in the record the regions in which the veterans loans have been in 
cre ised ? 

My purpose in asking that is because I have in the past gotten 

iestions about it, and I understand it is more difficult for veterans 

certain sections to borrow money than in other sections. If it isn’t 

o much trouble, I would like to have it in the record. 

For instance, people in Oklahoma have written me about veterans’ 
loans and in the Boston area they seem more able to obtain them. 
lf you could put that in the record, [ would appreciate it. 

Mr. McAuutster. I will do that. 

Senator SparKMAN. As a matter of fact, Mr. Chairman, it seems 
to me it might be appropriate, if it is available, to have a rather brief 
statement. showing the extent to which the industry is making loans of 
all types in our home financing. I assume representatives of the 
issocliations will be here later and will give that evidence. I thought 
f you would put this in, it might be you could include a table showing 
the program generally. 

Mr. McAuaistrer. Thank you. I will be very glad to include a very 


rief statement as to amount of savings invested in savings and loans, 
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amount of withdrawals made and net gain in savings, amount of 
mortgages that were made last year, and then specifically, as the Sen- 
ator aa for, information with regard to the amount of GI loans. 
(The information requested follows :) 
As of December 31, 1953, all savings and loan associations in the United States 
had assets of $26.8 billion They had $22.1 billion invested in home mortgages. 
Home mortgage financing in the United States in 19583 amounted to $19,747.- 


000,000. Over 37 percent of this amount was invested in such mortgages by 
savings and loan associations 


Savings and loan associations at the end of 1953 held GI loans totaling 
$5,972,000,000. In 1953 they made GI loans totaling $853 million or 28 percent 
of the total of all such loans during the year. Also such associations have 
made 28 percent of all GI loans since the inception of the GI program in 1944, 

On the savings side, during 1953 new savings totaling $9.4 billion were placed in 
savings and loan associations. Withdrawals amounted to $5.8 billion, leaving a 
net inflow of savings of $3.6 billion into these institutions. 

Senator Maysank. On Monday, we are going to start the appro- 
priations hearing on the armed services bill of some $30 billion. I 
won't be able to be around here very much after this week, which | 
extremely regret. In the next few days, I intend to ask you gentlemen 
if you will cooperate as much as possible, because I have to be with 
Senator Ferguson on the subcommittee. That isa month’s hearing, if 
it runs like it did last year. 

Senator Bennerr. All right, Mr. Cole. I think there are no more 
questions. 

Mr. Coie. Mr. Chairman, if agreeable, then, I would like to turn to 
page 36 of my statement, with respect to low-rent public housine. 

Senator BENNETT. Se mator Maybank was anxious to 

Senator Maysank. If the chairman will permit, Mr. Cole, I notize 
your insistence to reserve public works. I wanted to ask a couple of 
questions. I assume priority on this would be given to defense areas, 
so to speak. 

Mr. Coie. Yes. It would seem to me that it would be appropriate 
to consider giving a preference to impacted defense areas. You under- 
stand, however, Senator, that applications must be made by the locality 
to the Federal Government. 

Senator Maysank. Of course. I mean, your housing situation 
would be worse in these areas than elsewhere, wouldn't it ? 

Mr. Coir. You are speaking of public works, now ? 

Senator Maypank. Your houses. 

Mr. Cote. Of course. 

Senator Maypank. Your houses are shorter and I presume these 
public works would be sewers, mains, water works, and things of that 
nature. ‘They would also be worse in those sections 4 

Mr. Coir. No question about it, Senator. 

Senator Mayspank. That would cover it. Public works would cover 
purely housing and allied facilities, such as you handled in the past. 
It wouldn’t have anything to do, for instance, with public roads ? 

Mr. Corr. It would not have anything to do with the public roads 
program as such. 

Senator Maypank. You could build a road, for instance. in an 
atomic energy plant in Idaho, New Mexico, or South Carolina, or 
wherever it might be, that you decide should be done? 

Mr. Corr. This, Senator, is a local public works—State and local. 

Senator Maysank. It would be in cooperation with the highway 
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partment or the town or the water commissioners, or whatever it 

chtbe. Iunderstand that. It could be extended. 

Mr. Core. The answer is yes. 

Senator Maysnank. What about fire service, and those ? 

Mr. Coir. The same is true. 

Senator Maysank. What about police service ? 

9 Coir. Yes; in the sense of making plans for the construction of 

‘e stations, barracks, and so forth. 

Senator Maypank. Some years ago, and if I am not correct, I wish 

be corrected, several years ago, in conference, we eliminated police 

vice. 

Mr. Coir. Yes; under defense community facilities. 

Senator Maypank. We didn’t have police service. 

Mr. Cotz. This is not, as you know, Senator, the proposal for the 
xtension of the defense communities facilities service. This is a 
rogram to aid the planning of local public works. 

Senator Maysank. Public works program with the cooperation of 

‘local identities of government, whatever they might be. 

Mr. Core. That is right. 

Senator Maynank. It wouldn’t entail the police department of the 
community ¢ 

Mr. Cote. Senator, it does not provide for the employment of police- 
en. It would, as a local public work 
Senator Maypank. You could make the study. 

Mr. Core. It would permit Federal grants to prepare to provide 
facilities for the housing of the police department, for example. 

Senator Maybank. The police department would be hired locally? 

Mr. Coxz. Yes. 

Senator Maysank. The reason I ask that is, you well remember in 
the House in those days we had an argument and conference that went 
on until 2 or 3 o’clock in the morning some 2 or 3 years ago. 

[thank you. As I understand, it doesn’t have anything to do with 
employment of anybody, but merely a cooperative action in public 
works of necessities between the local communities and the housing 
agency. 

Mr. Core. That is correct. 

Mr. Chairman, I have with me, now, Mr. Slusser, Public Housing 
Commissioner, on my left. On his left, Mr. Bloomberg, with the 
Public Housing Administration. 

[ am now turning to page 36 of my statement. 

In order to permit public housing to serve better its overall objec- 
tives, the President’s Advisory Committee recommended certain 

hanges in the basic legislation, and the bill includes the provisions 
ecessary to carry out those recommendations, 

The program of slum clearance and urban renewal contemplated by 
it will, of necessity, result in the displacement of many thousands of 
families through the demolition of slum areas, the rehabilitation of 
blighted areas, and the enforcement of building, health, sanitary, or 
other codes prohibiting or reducing the occupancy of particular 
dwellings. 

In addition, thousands of families are being displaced each year in 
our cities by public improvement programs “such as new thorough- 
fares and street widenings, and the construction of public buildings 
and improvements. Many of the families displaced from their homes 

44750—54—pt. 1 7 
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by these public undertakings are in the lowest income groups. An 
adequate supply of housing must be available for all the families 
displaced by these various programs. 

The Advisory Committee pointed out that about half of the families 
displaced by the present slum clearance and redevelopment programs 
hi ave incomes so low as to fall within the limits set for admission in 
public housing. The difficulties of relocation are particularly acute 
for low-income families in minority racial groups. 

In order that public housing may better facilitate urban renewal 
programs through the a ision of housing for displaced families of 
low income, preference in admission should be granted to all such 
families. 

At present, first preference in admission is limited to families dis- 
placed only by low-rent housing — or by public slum clearance 
and redevelopment projects. The bill would extend the preference to 
families who are to be displaced through other public actions, thus 
permitting public housing to facilitate all types of public undertak 
ings involved in the total process of urban renewal. 

Also, in order to permit proper coordination of relocation activities, 
the bill would permit local housing authorities to grant special pref 
erence as to any of the projects or actions entitled to the general 
preferences. Veterans would continue to have a first preference 
within all preference groups. 

The bill also contains provisions to assure that the payments in lieu 
of taxes, which local governments expect from their low-rent proj- 
ects, will be made on a contractual rather than on a voluntary basis. 
These payments in lieu of taxes will, with certain exceptions, be equal 
to 10 percent of the shelter rents charged in the various low-rent 
projects. 

A further change recommended by the Advisory Committee is de- 
signed to make public housing projects self-liquidating to the maxi- 
mum “ges extent. The bill provides that, as soon as the capital 
cost of a project has been repaid, future net revenues of the project 
would be used to repay to the Federal Government and to local gov- 
ernments the contributions made by them to the project during its 
earlier life. 

Senator Maypnank. Mr. Chairman, if the chairman will permit me, 
these communities up to date have pretty well amortized whatever 
loans they have gotten from the Federal Government, have they not? 

Mr. Corr. Yes. 

Senator Maysank. In other words, there have been no delinquencies 
to speak of ? 

Mr. Coir. No; there have been no delinquencies. 

Senator Maynanx. None whatsoever? 

Mr. Corr. On the bonds; no. 

Senator Maysank. That is what I meant. And the communities, 
too, have all paid up their 10 percent. 

Mr. Corr. I think that is true. 

Senator Maynank. I mean, 10 percent in lieu of taxes. The com- 
munities are paid up by schools and different facilities that they have 
made available? 
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Mr. Suusser. That is right. 

Senator Mayspank. There has been none of that? 

Mr. Coir. No delinquency. 

The Advisory Committee also made a number of further recom 

endations for the improvement of the low-rent housing program 
for the elimination of certain weaknesses. These recommenda 

ns relate to such matters as the rehabilitation, where feasible, of 


existing sound structures for low-rent use; the development of public 

housing projects at lower densities with less crowding of project sites; 

the provision of smaller projec ts with great use of scattered sites; 
y 


l 


ind greater conformity to local dwelling patterns and construction 


practices, 

hese recommendations have real merit, and are heartily concurred 

by Mr. Slusser, the new Public Housing Commissioner, who is here 
with me. 

Mr. Slusser is already demonstrated a keen ability to manage the 

(fairs of his agency in a businesslike manner. He has inspired well- 
merited confidence that he will take the necessary administrative steps 
to improve the operations of the PHA along the lines recommended by 

e committee. He advises me that no legislative changes are needed 

this connection. 

That finishes our statement. 

Senator Bennett. Are there any questions with respect to this part 
of the statement ? 

Senator SparKMAN. May I ask just a couple of brief questions? 
You say the veterans preference is carried on. Is that a continuation 
of the present veterans preference ? 

Mr. Stusser. Yes, sir. 

Senator SparkMAN. It just continues over the life of this legisla- 
tion ? 

Mr. Suusser. That is right, sir. 

Senator SparKMAN. Now, with reference to the payment of the in- 
debtedness on these buildings, I assume that in the bookkeeping, there 
is a depreciation charge allowed each year ? 

Mr. Suusser. Yes. I am certain there is, sir. 

Senator SparkMAN. I assumed there was. It seems to me it is 
important in connection with this particular provision to make certain 
that the properties are going to be kept in good shape or that funds 
will be there for putting them in good shape at all times. 

Mr. Suusser. There are funds available, set aside in a reserve fund 
for operation purposes, maintenance, repair and upkeep of the prop 
erties. 

Senator Maypank. That is all. 

Senator Bennerr. Senator Douglas. 

Senator Douetas. May I ask how many families and persons have 
been displaced by slum clearance projects ? 

Mr. Coie. Senator, I think we would have to supply that for you. 
We will be glad to supply it for the record. 

Senator Doveias. Thank you very much. 
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(The information requested follows :) 


Of the projects which had reached the final planning stage or the redevelop- 
ment stage as of December 31, 1953, it is estimated that more than 71,000 families 
may be displaced in title I project areas. Approximately 40,000 families, or 
55 percent of the total number of families that may be displaced, are eligible 
for low-rent public housing. Of the title I projects which as of December 31, 
1953, have been approved for loan or capital grant allocations, it is estimated 
that over 36,000 families in the title I project areas will be displaced, of which 
more than 19,000 families, or 53 percent of the total families that may be dis- 
placed, are eligible for low-rent public housing. 

The provisions relating to relocation in title I are not to be changed under 
S. 2938. The enactment of S. 2038, however, will extend the relocation require- 
ments to the broader urban renewal area so as to encompass the relocation of 
families displaced not only through slum clearance operations but also through 
rehabilitation and conservation measures such as the displacement resulting 
from the elimination of overoccupancy. The provision pertaining to relocation 
is section 105 (c) which reads as follows: 

“Sec. 105. Contracts for financial aid * * * shall require that * * * (c) there 
be a feasible method for the temporary relocation of families displaced from the 
project area, and that there are or are being provided, in the project area or 
in other areas not generally less desirable in regard to public utilities and public 
and commercial facilities and at rents or prices within the financial means of 
the families displaced from the project area, decent, safe, and sanitary dwellings 
equal in number to the number of and available to such displaced families and 
reasonably accessible to their places of employment * * *” 

In order to carry out this provision of the law, the Division of Slum Clearance 
and Urban Redevelopment requires that the local public agency in its initial 
application for surveying and planning funds give assurance that it can fulfill 
the relocation requirements. Before the execution of a loan and grant contract, 
the local public agency must submit for approval a workable plan for the reloca- 
tion of site occupants. Generally, it is necessary for the local public agency to 
establish an administrative organization to render relocation services for the 
benefit of the families that are to be displaced by the clearance operations. The 
local public agency must survey the needs of the families to be displaced and the 
availability of housing accommodations; it must establish standards for decent, 
safe, and sanitary housing needed for relocation purposes and prescribe policies 
and procedures for assisting site occupants in locating appropriate accommoda- 
tions. Families that are to be displaced must be given reasonable notice of the 
program of relocation and must be afforded reasonable help. In general, the 
relocation program is operating fairly satisfactorily. 


Senator Doveias. May I ask you if you have a rough estimate as 
to what proportion of those who have been displaced have been re- 
housed in public housing? These are very crucial issues, I may say. 

Mr. Cote. We don’t have that. We will furnish it for the record. 
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(The information requested follows :) 


Table showing extent of relocation in low-rent public housing of families 
displaced by reason of title I clearance operations 
As of Jan. 31, 1954 


Percentage | Percentage | Percentags 





Locality of displaced of displaced) of cligible 
families families familie 
eligible rehoused rehoused 

for public in public | in public 
housing housing housing 
Percent Percent Percent 
Lake Meadows 27 27 | 100. ( 
Gratiot : 44 34 | 79.0 
Rock 43 8} 18. 5 
AS le 68 31 | 45.6 
rfreesboro 92 25 | 27.1 
yk 75 54 | 72.0 
10F 
Vaverly 44 8 18.2 
Broadway 42 24 | 57.1 
rity: | 
rgory-. 44 26 | 59. 1 
ane 34 18 | 53. 0 
vy York City (total 53 26 419. 0 


Senator Dovueias. May I ask how many of the slum clearance 
projects: 

Mr. Corr. Senator, may I amend that? Mr. Follin, Director of 
the Slum Clearance and Redevelopment Division, suggests that a 
rough figure is about 50 percent. 

Senator Dovetas. Fifty percent of those who need to be rehoused, 
or 50 percent of those who are displaced 

" Me Foun. Fifty percent of those displaced are found to be eligible 
for public housing. 

Senator Dovaias. How many have actually been rehoused ? 

Mr. Fortin. I doubt if there is enough experience, Senator, to give 
you a figure which would stand up over the long run. 

Senator Douatas, This is a very crucial question. What is hap- 
pening is you are clearing areas and this creates a public obligation 
which we recognized in the Housing Act of 1949. To see that these 
people are offered an opportunity, if their incomes were not sufficient 
or if they were forced, because of rates, to be adequately accommo- 
dated in public housing. If that is not being done, slum clearance 
while removing an esthetic blot upon the community—some health 
blights, and so forth—is working an injustice upon the most helpless 
groups of all. 

Mr. Foun. If you will permit, we would be glad to file a state- 
ment and give the information to date. 

Senator Dovetas. I would like to pursue the question further: Have 
any of the slum clearances or urban redevelopment sites been made 
available for public housing ? 

Mr. Four. In a few instances. 

Senator Doveias. How many instances? 

Mr. Foutrn. Probably 3 or 4. 

Senator Doveras. Out of how many? 

Mr. Foti1x. How many out of how many projects ¢ 

Senator Doveas. Yes. 
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Mr. Fouurn. There are 52 projects that are under contract. 

Senator Doucias. Almost all the projects have been cleared and 
then have been used either for business or for residences for upper 
income groups, but the people who were displaced from these areas 
are not rehoused in the areas themselves ? 

Mr. FOxuuIN. Oily to some extent. 

Senator DoucGuas. ‘To a very slight extent. 

Mr. Fouurn. Yes, sir. 


(The information requested follows :) 


Data from local public agencies covering 85 of the projects involving a residen- 
tial reuse indicate that 51,000 new dwellings may be built on the land designated 
tor residential reuse under the proposed density standards. It is expected that 
at least 98 percent of the new housing units will be built by private redevelopers, 
with about 5 rental units contemplated for every 2 sales units. Much of 
this privately built housing is intended for low-income and middle-income 
families. Public housing will be the predominant use in only 2 of the projects 
but some public housing is to be provided in 8 other project areas. Thus, some 
public housing will be built in 10 out of the 85 projects. 

It should be noted that the determination as to whether the project area shall 
or shall not be used for public housing is made locally by the local public officials. 
It isa matter of local choice as to whether any part of a title I project area shall 
be used for low-rent public housing. The Division of Slum Clearance and Urban 
Redevelopment has not rejected redevelopment plans providing for the use of 
the cleared land for public-housing purposes. ‘The predominant reuse of the 
areas for housing built by private enterprise is consistent with the declaration 
of national housing policy contained in section 2 of the Housing Act of 1949 
and also with section 105 of such act which provides that contracts for financial 
aid shall require that the governing body of the locality make a finding, among 
others, that the redevelopment plans for the redevelopment areas in the locality 
will afford maximum opportunity, consistent with the sound needs of the 
locality as a whole, for the redevelopment of such areas by private enterprise. 

The declaration of national housing policy states that “The policy to be 
followed in attaining the national housing objective hereby established shall 
be: (1) Private enterprise shall be encouraged to serve as large a part of the 
total need as it can; (2) governmental assistance shall be utilized where feasible 
to enable private enterprise to serve more of the total need. * * *” 

In certain localities, such as Chicago and New York (which incidentally have 
extensive public-housing programs), local officials have not utilized any title I 
project area for the construction of public housing. Apparently, such local 
officials have concluded that the title I project areas can best be utilized for 
purposes other than public housing. New York City, it is my understanding, 
attempts to get the highest return from the project land by making residential 
land available solely to private enterprise. In such cities as Philadelphia, 
Norfolk, and Jersey City the local officials have concluded that the use of por- 
tions of certain title I project areas for public housing is consistent with their 
local planning objectives and needs. 


Senator Dovcetas. Therefore, if they are rehoused at all, they must 
be rehoused where, on the periphery of the city ! 

Mr. Fouuin. Not necessarily, sir, because many of them are rehoused 
in public housing projects and they may be anywhere in the city. 

Senator Dovuctias. What, in effect, you are saying in this recom- 
mendation of lower density, et cetera, is that the public housing should 
be conducted on outskirts of cities. In other words, the rings around 
the central business district, which are the blighted areas, shall not be 
lived in by the people who now live there, but shall be either used for 
business purposes or for higher residential groups? 

Mr. Coir. No, Senator, we don’t say that. 

Senator Doueias. You don’t say it, but that is the inference. 

Mr. Cox. We don’t mean to even infer that. That is not the pro- 
gram at all, sir. The statement as to lower density to which you 
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ferred was intended to suggest that we should not permit public 
wising projects, wherever built, to make too intensive use of the 
d—not so many dwellings per acre, and so forth. There are cities, 
course, where you cannot possibly move the people out to the 
riphery, and that the whole program of slum clearance, urban 
levelopment, the program which we are presenting here, will, 
judgment, to the greatest degree possible, tie in the needs of the 
le—the needs of the people in the low incomes, needs of the 
eople who have higher incomes and by reason of certain restrictions 
unable to secure housing. It will take into consideration all of 
se needs and the need to house right in the very neighborhood, 
rnt on the very site those people who have been removed by reason 
f clearance. 
Senator Doucias. All I am saying is, if out of 52 sites which have 
a ared, there are only 3 instances in which you have erected 
‘ housing to take care of the people disp ls iced from those sites, 
S aa ious that the new uses which you are developing for these areas 
to house low-income groups, but to house those in upper-income 
roups, or higher-income groups, and for business purposes, the pub- 
housing, therefore, of necessity, must be located elsewhere. 

I would like to ask why you have come to that decision. 

Mr. Coir. We have not come to that decision. 

Senator Dovetas. That is what has happened. I realize you have 
been in office only a year and what I am taxing you with—and I am 
not really taxing you—it has been a policy development of the previous 
administration, as well as by yours. So I don’t want you to think 


that I am being personally critical of you, but certainly when we got 


the original bill through Congress, it was the intent that a considerable 


proportion of those displaced were to be rehoused in the areas which 
were cleared and the debate, itself, was very clear on that point. I 
can remember Senator Cain, of Washington, taking me to task on the 
matter. I got a written statement from the then administrator that 
these areas were to be used and it was on that promise in large part 
that we got the bill through. 

Mr. Coix. I would agree with you heartily, sir, ~_ much of the 
discussion with respect to slum clearance was tied in with the need 
for public housing, and a great deal of the acceptance ral public hous- 
ng was based upon the need of those people who were displaced by 
reason of slum clearance in urban redevelopment. 

Now, may I comment on that? I certainly feel that by reason of 

fact that we do have a slum clearance and urban redevelopment 
and rehabilitation program, people will be displaced from those areas 
[I feel that it is the responsibility of the Federal Government to see 
to it that the people who are displaced are rehoused in decent housing. 
We would all like to see that they are rehoused in the area, if possible 
but not all of that is possible, sir. In part, it is by reason of limita- 
tions which are placed on public housing. In part, it is by reason 
- some of the redevolpment plans which are proposed by the locality, 
but having in mind all of the program, and the well- integrated part 
of the program which is serving the needs of the people, serving the 
objective of the law, which is to develop good housing, for all of the 
people, then we certainly intend to, and will c: Ty out to the best of 
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our ability that objective: namely, that upon redevelopment, the needs 
of these people in low incomes must be given a preference. 

Senator Doveras. May I ask you this: Do you have any figures on 
the number of people—perhaps I am asking the question over again— 
who have been displaced in these 52 slum clearance projects? 

Mr. Coir. We think we can develop that, sir. 

Senator Dovcras. If you should find that the vastly larger number 
of people have been displaced than Congress and the administration 
have offered opportunity for rehousing, then the system is out of 
balance. 

Mr. Corer. I think it is—— 

Senator Ronertrson. I think clearance in Virginia has been a little 
more favorable than the national average. We don’t have many mil- 
lionaires in Virginia. We have our poor people, but maybe not as 
many slums as some places. It is my understanding in our biggest 
slum clearances and projects in the Norfolk area, plans have been made 
or are in the process of being made to house every one of the displaced 
persons. Isn’t that true? 

Mr. Coir. Yes. Thatistrue. The present law requires that. 

Senator Ives. What are you going to put them in? 

Mr. Corr. Are you talking about the specific case he mentioned ! 

Senator Ives. The displaced persons you are talking about. 

Mr. Corr. Sir, the problem of displaced persons and the relocation 
of these displaced persons is one of the most complex, difficult, and, 
may I say, sometimes almost insoluble problems. We are trying to do 
everything within our power, and I think that this program develops 
the best possible approach, under existing circumstances, which will 
meet the problem. 

The Senator, of course, is interested in New York City—— 

Senator Ives. Not alone New York. I am interested in every large 
city that has this problem. 

Mr. Corr. That means that those people who are displaced under 
this program will be given first preference in the public housing that 
is built. Personally, I do not believe that we aanitd say that the pub- 
lic housing program is the only program available, even to big cities, 
to relocate their people or relocate the displaced people. Certainly, 
the present law does not contemplate that. I think this bill does offer 
some assistance to the great cities in the great urban areas, to help 
relocate their people through first, public housing, secondly, through 
the rehabilitation of existing dwellings under 221, under the expansion 
of the 207 and 213 cooperative housing. 

Senator Ives. These people I am talking about wouldn’t be able 
to do anything under cooperative housing. 

Mr. Cotr. Some of them would, sir. 

Senator Ives. I have a table in front of me, “Incomes of Families 
Admitted to Public Housing.” You have probably seen it. 

Mr. Core. Yes. 

Senator Ives. It comes out of the President’s Advisory Committee, 
your own Committee’s report. 

Mr. Corr. I am familiar with it. 

(The table referred to follows :) 
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Senator Ives. It shows that the average income of families living 
in public housing today is around $1785. 

Mr. Coir. Senator, may I say, though, that if my memory serves 
me correctly, that 16 percent of those now living in public housing 
pay a rent of $50 or more a month. 

Again, I don’t say to you that this will solve all of the prob lem 
This is not a perfect piece of legislation. What we are saying is we 
are maki va long step In the right direction. 

As I said to one of the other Senators here, I do not accept the 
theory that the only means of reloc: 7 people displaced from slum 
areas is through public housing. I don’t accept that. I do say to 
you, ‘and to those who approve and disapprove of public housing, that 
when we have a program of slum clearance, urban redevelopment and 
development which will displace low-income people not able to buy 
« house or pay a big rent, then the Federal Government does have a 
responsibility to assist those people. How it is done— 

Senator Ives. You haven’t worked that out yet ? 

Mr. Cote. I have presented a problem; if you are talking to me 
about the numbers of public-housing units, then that is another prob- 
lem. 

Senator Ives. You have a problem on your hands that you have to 
face and solve. You have these people that can’t afford to pay rent. 
They can’t afford to buy in cooperatives. The only answer I know 
is pub lie housing. 

Senator Roserrson. What is your plan—to build houses in New 
York for the Puerto Ricans who come to New York that don’t have 
a hole in the ground like a fox or a nest in the tree like the birds? 

Senator Ives. Would you like them to come to Virginia ? 

Mr. Corr. We are interested in meeting this fairly and honestly 
and not backing away from it. We are saying to you we are recom 
mending public housing and we think public housing is needed and 
that is one method by which we suggest it be met. 

Now, if the Congress believes that we need more that 35,000 a year, 
Congress would approve that. Quite truthfully—I am being very 
frank about it—I don’t know whether Congress would permit more 
than 35,000 units a year. We are not putting the burden back upon 
the Congress. 

Senator Ives. I am not trying to find out what the Congress will 
permit. I want your thoughts on it, Mr. Cole. 

Mr. Corr. My thought are these, very honestly. My thoughts are 
if we are permitted to build 35,000 units a year for the next yi years, 
we will have met the basic bedrock problem, even in New York City, 
sir. We will not have satisfied everyone involved. We will not 
have done a perfect job with doing it, but my approach is to do 
the best that we can under the existing circumstances, to accomplish 
the things which you want to accomplish. 

Senator Ives. You will not have met the problem. You will have 
started to meet it. 

Mr. Coir. Senator, I would like to say to you that the problem can 
be and will be met completely and satisfactorily. I can’t say that. 
I am frank to say it isn’t a perfect answer to it. I just don’t. believe 
we have a perfect answer to it. I say to you on the basis of the 
information we have, we are trying to do the best job we can to 
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eet this objective. I think it will go a long way toward meeting it. 
nator Dovaias. Mr. Cole, I im not trying to bait you—— 
senator BENNETT. Senator, before you Start again, we have nearly 
the members of the committee present, and this is a cood time to 
ounce that the afternoon session will be held at 2:30 1n roon 
(47-16, which is in the Interstate and Foreign Commerce Committee 
ng room. It is on the gallery floor of the Senate wing of the 
Capitol, iunmediately behind the Senate Chamber to the west. 
Phat is at 2:30,G-16. Thank you very much. 
Senator Douvanas. Mr. Cole, the Housing Act of 1949 authorize 


tal of SOO.OO housing units, public-housing units, be distribute 


] 
i 
| 
era pel iod of 6 years. How m un have actually been constructed 
ad are now vecupled 2 
Mr. COLE. And are now be Ing occupied I can tell] you first how 
ny will have been constructed at the end of this fiscal year W th 
under construction: it will be around 400,000 under the entire 
wram—not under the 1949 program—under the entire public 
ing’ program. 
Senator DouGias. I mean under the 1949 program. 
Mr. Snusser. Under the 1949 program, 118,686. 
Senator Douguas. 118,000 ¢ 
Mr. Suusser. 118,686. 
Senator Douanas. 119.000, let’s say. 

Mr. Corr. Approximately. 

Senator Doue.ias. Construction will have been completed ¢ 

Mr. Stusser. Those are completed. There are under construction 
MY O00 
Senator Douanas. Additional ? 

Mir. Stusser. Yes. 

Senator DouG.as. 59.000 are under construction. That makes 
S000, 

Mr. Suusser. 177.999. 

Senator Dovuaias. Concede me one, will you ? 

Now, how many have been authorized, funds allocated, all red tape 
eared, but construction not started ? 

Mr. Stusser. On December 30, 1953, 49.230. On June 30, 1954 
(after this year’s construction allocation is completed), 35.810 will 
remain under annual contribution contract but not placed under 
construction. That is December 30. 

Senator Dovetas. Or a total of 227,000, plus 100 or so. 

Mr. Stusser. Yes. All of these are completed, under construction, 
or under contract. But construction cannot be started on 35.810 of 
them. ‘| hus the fioure would be 191.419. 

Senator Dougnias. Those probably will not be completed before June 
10, 1955: is that right ? 

Mr. Suusser. There will be left 35.810 units that are under annual 
contribution contract. 

Senator Bennett. Let’s start over again on that. 

Senator Douetas. I am working on a somewhat different basis. Of 
the 49,000 for which funds have been set aside and all red tape 
cleared, but construction not started, those will not be finished be- 
fore 15 moriths, will they? So that it is safe to say that the full num- 
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ber of 227,000 will be finished on the Ist of July 1955, but no more 
than that number, in all probability ? 

Mr. Susser. That is right. If we are given authorization to put 
under construction the 35,810 units which will be under contract but 
not under construction on June 30, 1954. 

Senator Doveras. I would like to point out, if I may. that we au- 
thorized 810,000 to be completed by the Ist of July 1955; that this was a 
solemn decision on the part of Congress; that in practice, only about 27 
percent of the program will have been fulfilled. 

There has been a tremendous gap between the promises held out in 
1949 act and the actual performance. 

Mr. Cole stated that he believed that this 227,000, plus the 35,000 
for each of the 4 successive years, or a total of 140,000 more, which 
would bring to 367,000—what he is saying, in effect, was that the 
Housing Act of 1949 overshot its mark; that it provided a larger 
number of housing units than were actually needed by the Nation. 

I have great respect for you, Mr. Cole, in spite of the passages at 
arms Which we have had in the past. I want to say that I think the 
Housing Act of 1949 was correct; that we had, at a minimum, 3 
million people living in conditions of squalor, physical degradation, 
and a major surgical operation was needed, and that it was the solemn 
intent of Congress to do this. 

The will of Congress has been balked by the appropriations com 
mittees, by certain changes in political climate which have occurred, et 
cetera, but I want to say that I, personally, stand on the Housing Act 
of 1949 and the goals of the Housing Act of 1949. While I don’t 
impugn your good faith at all, I am sorry to see that you think that 
Housing Act of 1949 provided for at least twice as much housing as the 
basic bedrock needs. 

Mr. Corie. Senator, may I comment? 

We had a discussion about a year ago on somewhat of this same 
issue. 

Senator Doveras. That is right. 

Mr. Core. It is not my position at this time to question the 810,000 
authorization. The decision to suggest to the Congress that 35,000 
units be constructed each year for the next 4 years is not based pri- 
marily upon that consideration—by that I mean is not based upon a 
disapproval or disagreement with the Congress’ decision to permit 
the 810,000 units. 

Senator Doveras. What was it based on? 

Mr. Coxe. There were a number of reasons, sir. One of the reasons 
is that in this program, we now have a new approach. It will not 
meet some needs in some cities; it will not meet many needs of many 
people. ' 

Senator Doveras. You mean section 221? 

Mr. Coxe. Section 221, plus other things. 

Senator Doveras. I would like to point out, if you don’t mind be- 
ing interrupted, because that is an unfair method of exercising a 
Senator’s privilege, but I was much interested in the testimony of Mr. 
Hollyday yesterday, who is the father, really, of section 221, in which 
he said that was in no sense a substitute for public housing. 

Mr. Coxe. I said so, too. We have never suggested or implied that 
section 221 is a substitute for public housing. 
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Senator Doveras. If it is not a substitute, why not go through on 
he 1949 program ¢ ei 

Mr. Core. It is not a substitute for it. What is more, we say It 1s 
an experimental program, but if it works successfully, sir, it is my 
judgment that it will relieve the pressure on some of the needs of 
public housing. How much, I don’t know. There isn’t any way for 
me to tell you until we have it under operation for a while, to deter 
mine. It is the only thing which we are presenting here, however, 
to assist people in low incomes to secure housing. We think that 
part of the problem is merely the business of getting housing to 
people—people in this Nation who need housing, who are above—a 
ittle bit above the low-income class, the lower middle-income class. 
We think that there are provisions and tools in this bill which will 

ist those people to obtain housing and thus supply greater housing 
for the needs of the people. 

We think the rehabilitation program will assist in providing 
housing. 

None of these, Senator, will answer the entire problem, but that is 

ne basis upon which we have made the decision. 

May I also say that while this is not the primary, or the basic 
reason, the 35,000 unit was one which had been accepted prior to the 
time that we came into office. It was one which I believe the Public 
Housing Administration can live with. By that, I mean in their 
organization they have the staff to handle it. The 35,000 figure is 
one which quite frankly and truthfully that I think is about the 
h oh) firure that would be accepted. It is an effort to take publie 
housing out of the political football field and try to say, “We recognize 
his problem. We are not walking away from it. We are attempting 
to do a job within the ability which we have, within the limit: ations 
vhich we see in the future, to do the best we can to accomplish it.” 

That may be complex and involved, but it does show the Senator 
that it was not any single one of these things which was controlling 
in making this decision—it was a combination of many things; trying 
to reconcile various differences of opinion and trying to present to the 
people a program which would be generally acceptable, which we 
could all get behind and say, “This doesn’t answer the problem, but 
this isa step. This isa trial. This is an effort.” and I am sure the 
Senator agrees with me that today the issue, the controversies, tht 
vreat controversies of the past have settled down somewhat. 

Senator Doveras. They have settled down, because those who 
objected to the program have won the battle. Naturally, if you win 
the battle and swallow the baby, you don’t question—— 

Mr. Corr. I am sorry, I don’t agree with that, if I m: Ly respectfully 
disagree. I think ix settled down because people for some public 
housing are now beginning t¢ realize there is a need in this field and 
t is recognized and we want to move forward as fast as we can to 
ecomplish the objective. I see it because I have t: alked to thonsar ds 
‘f people in the last year all over this country of ours, and I see a 
creat desire on the part of the peop ile to really accomplish this coal, 

nd I think we have made a step. I think we have made a long step. 

Senator Doveras. Mr. Cole. why wouldn’t it be a good idea if we 
had more flexibility to this provision? The original bill provided 
that within a total of 810,000, an average of 135,000 units a year, you 
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could go up to 185,000 in years of business contraction or rolling read- 
justment or down to 85,000 in years of high prosperity. 

Mr. Corr. That has been 

Senator Dovetas. Why not, having a flat 35,000, why 
not have a provision thi at you could go up to 100,000, or down to 20,000, 
upon the decision of the President ¢ 

Mr. Core. I think is a very interesting proposal, 
been in the thinking of many people. 

Let me put it this way: We are trying to get housing to people who 
need it by reason of their lack of housing and on the basis of need, 
and really that is a primary reason for public housing. 

I have resisted somewhat the idea of placing public housing on the 
basis of a countercyclical program. Fundamentally it seems to me we 
should put it on the basis of need and what we can accomplish. 

Senator Doverias. If you are only meeting a small amount of the 
need with the flat appropriation, whv not have it flexible so you could 
possibly kill 2 birds with 1 stone? Certainly you would alleviate real 
needs and second, counter some countereyclical performance. 

Mr. Cote We might obtain considerable support for that position. 

Senator Doveias. I hope so. I hope we may have your support. I 
think it would strengthen us very much if we did. 

Mr. Coir. You are very kind tosay so. Iam not sure it would help. 

Senator Bricker. Have you a breakdown as to where these public- 
housing units have been built ? 

Mr. Coir. All of them, sir? 

Senator Bricker. Yes. 

Mr. Coie. Yes. 


Senator Bricker 


inste ad of 


sir, and it has 


Will vou put that in the record ? 
Mr. Cotx. Yes. We will be elad to. 


(The information requested follows >) 


Low-RENT Pustic Houstnc UNDER PROGRAMS OF THE PUBLIC HOUSING 
ADMINISTRATION AS OF FEBRUARY 28, 1954 


The following listing contains the locations of all low-rent public-housing 
projects built or being built under programs administered by the Public Housing 
Administration, as of February 28, 1954. This includes units under the original 
United States Housing Act of 1957 and units under the Housing Act of 1949. 

The number of units given for each location includes all units allocated to be 
started during fiscal 1954, as well as those in operation or under construction on 
February 28, 1954 


Number of low-rent public housing dwelling units completed or under 


construction as of Feb. 28, 1954 


Number of 


Alabama: units 


Anniston ‘ HOS | 
Athens aig 100 
Auburn ; : Th 
Bear Creek 6 
sirmingham 

Boaz a 

Boston ee 

Brookside 

Calera 

Carbon Hill 

Collinsville 

Columbia 

Columbiana 


Number of 


Alabama—Continued units 


Cordova__- ea 60 
Cottonwood__ 

Cullman 

Decatur 

Dothan_ 

Elba -_-_-_ 

Fairfield 

Florence_ 

Fort Payne 

Fultondale 

Gadsden . noe , 000 
Georgiana 5S 
Guin ; nea ; 36 
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Vumber of low-rent public housing dwelling units completed or under 
construction as of Feb, 28, 1954—Continued 


Number of 

\labama—Continued units California 

Hackleburg Antioch 

Haleyville nannies Arvin 

Hamilton etedpowt Bakersfield 

Harpersville : Farstow 

Hartselle i ‘ beaumont 

Helena 26 | Belvedere 

Huntsville ‘ y Benicia 

Jasper Brawley 

Lanett , inn é Brawley area 

Leeds . - ‘ Brentwood 

Luverne i soanee ob | Bryte-Broderick 

Millport ~—- -- : Calexico 

Mobile ‘ = Calexico area- 

Montevallo ‘ Ceres 

Montgomery ’ Chino 

Moulton . Colton 85 

Oneonta Delano 62 

Opelika | hl Centro 50 

Ozark Esparto 16 

Phenix City =| Eureka . 100 

Phil Campbell u Firebaugh ; 100 

Red Bay OO | Fowler 20 

Reform Fresno 966 

Roanoke oy | Gonzales 20 

Russellville ‘ Gridley 183 

Selma Guadalupe 16 

Sheffield Highway City ; 24 

Svlacauga ‘ Holtville ; 30 

Talladega | Huron 24 

Tarrant v. Imperial 12 

Tuscaloosa Indio 239 

Tuscumbia 

Union Springs 

Vernon 

Vincent 

Wilsonville 


Inglewood 300 
Kerman 10 
Knights Landing 10 
Lamont 295 
Linnel 377 


Winfield oe Live Oak 30 
Arizona : 
Avondale Los Ang 
Casa Grande 
Flagstaff 
Glendale 


Lompoc 10) 
les 9, 2OUO 
Los Banos 

Martinez 

( Mendota 

Marico} a Merced 

Maricopa Co ‘ Modesta 

Mesa Needles 

Phoenix Newman 

— sae North Long Beach 

Stanfiel North Richmond area 


i Pucson Oakdale 
rkansas: Oakland 


heme my Orange Cove 
an oe € Oxnard 

art en Paso Robles 
Conway Pattersom 
Fort Smith Pj sburg 

Little Rock ‘ ane ure 

Lonoke ne Pittsburg- Port Chicago 
Magnolia area 

North Little Rock Porterville 

Texarkana Port Hueneme 
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Number of low-rent public housing dwelling units completed or under 
construction as of Feb. 28, 1954—Continued 






Number of Number « Georg 
California—Continued units Florida—Continued units D 
Rediands rte Tees 125 | ENB vi siiiciniomngtiis ls. 500 E 
Reedley . ihn 20 | Melbourne Area__.______ 28 E 
Richmond... _ Den . 500 | Merritt ieiand....« seis, 25 E 
Riverbank ae 30 | ie iitcmimindb si Bo. 2, 292 E 
Sacramento City 710 | Mian Beach... ii dece 50 F 
Sacramento County _--_- 168 ii scnttipenanniiningielse 30 F 
Salinas sited 269 | DOW BM FTNG eect ceuss 46 C 
San Bernardino ; ii 570 PUNO igs inde apccctisinnciicincacte SE 1, 090 G 
San Buenaventura a 100 PMO kets wecgrattenisamm a balk 501 C 
San Francisco ere 4,023| gi |, ee 200 ( 
Sanger Fak £BB con 5» 35 POR AG ccna 612 ( 
San Joaquin wibietatediee 28 | PONG dint wtevriansiin nk Sis 8316 I 
San Pablo ‘ i 100 | SO anon ertttrinrceicasinense asked 250 I 
Selma incase : 25 | DAP s cise ae, 160 I 
Shafter a 543 | St. Petersburg............ 446 I 
Soledad 26 TRG ice ements Sy, 362 | 
Soledad area 98 | NN OA rita ncic aterera peandstnn nites 30 ] 
South San Francisco 4() | West Palm Beach _____-__ 368 ] 
Stockton i 400 | Georgia: J 
Thornton 146 | Bet Sctewetendciktnis 28 ] 
Tracy i 60 Sie. — ede 2 56 ] 
Turlock 30 BIRO ci ccetrmantdibndl 18 I 
Upland 100 ADR W oot sre lbaits 5&6 ] 
Wasco iis 254 RiGIOUs gs ate aral 200 ] 
Westley as 275 Andersonville. ooo es sce 10 1 
Westmorland ai 12 DB on cdeilin 24 
Winters area é 244 De bein 56 
Woodland : bike 233 Pe a HR 566 ' 
Yolo i 10 BIR > a a oR Oy ae 
Yuba City ras 369 Awuste ices nace TA Me) SE! 926 
Colorado : RI 6 i ene FL 22 
Denver site . 8,050 Og |, en en ae ee 105 
kort Lupton a 290 | TO oe is oli ie 80 
Pueblo bee 22 Bia UNONS oo oe 32 
Connecticut : Pare oo pee a 85 
tridgeport ena ‘ 2, 539 DN ee sie 2} Dt 38 
Bridgeport-Stratford 32 Brunswick____-_____ oa 472 
Bristol ; ‘ 200 | i 70) 
East Hartford___ 100 | Calhoun...--.. GR 
Greenwich . 110 | Camilla : 50 
Hartford sabas 2, 4709] Carrollton e ire 112 
Middletown 190 | Cartersville a 110 
New Britain 500 | Cave Springs 20) 
New Haven 1,605 | Cedartown 154 
Norwalk - 356 | Clarkville.__. Se 18 
Norwich -- 75 | Clayton ows - 22 
Stamford__- ‘ E 672 | Cochran + the ies» 64 
Waters dataandadi vin, 400 | Colbert____ 12 
Wwamantic.... ........sdees 100 Columbus... » 1,620 
Delaware: Comer __. j a 2() 
ee OR ie cciiich Sid 760 Commerce______ ” 50 
Florida: Cordele____- rei 225 
I siden nc tnene se 84 Cornelia_____ —_ 25 
MAND ia ictcnarde ti 914 | Dalton 7 1 ie 100) 
Bradenton. ne ce 120 | Danielsville__. Site = 18 
Gane) Poisits. saul .ccuutes 177 | Dawson swiconchicagbicaa 75 
Cocoa__- ‘ ensisnatiin sl 70 Decatur_____-_ cate — 200 
Daytona Beach____-___.-- 499 | CO carat testes Ht 12 
Fort Lauderdale____...-_- 258 | NE clerk Aaah nce eral eatin 18 
Pmomestead........cccnss “ 386 Douglas esas = 110) 
Jacksoaville______._- es ap ee Douglasville____- : 4 36 
Key West_- neni 337 | Dublin a ‘ 200 
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Vumber of low-rent public housing dwelling units completed or under 
construction as of Feb, 28, 1954—Continued 


Number o Number of 
Georgia—Continued units Georgia—Continued units 

Duluth 16 Valdosta S 100 
Eastman ti Villa Rica 88 
East Point 2K Wadley 34 
Eatonton : Ov Warrenton 28 
Elberton 7 a 105 Waycross 296 
Fitzgerald 12h Waynesboro 100 
Flowery Branch 2 West Point 50 
Gainesville 200) Idaho: 
Gifard.......... 6 Caldwell 261 
Glennville 50 Nampa 75 
Greensboro 15 Twin Falls 4 
Griffin 200 | Illinois: 
Hahira 16 Alton i o7() 
Hampton 25 Bloomington 200 
Hartwell 5 Brookport 26 
Hawkinsville 5G Cairo * 399 
Hazlehurst 6 Carrier Mills aida nainiedl 24 
Helen 10 Champaign - 140 
Hogansville 64 Chicago sive 12, 823 
Jesup 76 | CRICGKRO HESS occmenncn< 52 
La Grange 420 I aia... cdameiaaiiienn ands 75 
Lakeland 20 Collinsville aaihieiciiadinesiticcne 100 
Lavonia 36 Danville ieairapediiialininieien 529 
Lawrenceville : 40 Decatur aaadeneiel 134 
Leesburg 26 Dixon cieniaaimaes SO 
Leslie a 22 East Moline ioueeteiiiadeahan 147 
Lumpkin - 30 Se ee 1,108 
Lyons 50 | Alene seat treet 64 
Macon 760 | BI cir os gnats * 135 
Manchester 50 Galatia_ tid ainsi LO 
Marietta a 502 Georgetown iiomaimeas 30 
McRae Ss 30 | Gillespie aipiiedienen 20) 
Meigs ; 46 | REE: SOT ...... .. arastntaseasennes 451 
Midville : aa 8 Harrisburg deuiiiididiniphien 116 
Monroe 80 Havana Senne nen satnes HO 
Moultrie__- Behl 250 | ee. 50 
Nashville ‘ aa 85 Hoopeston map eirinere 50 
Newington 14 Joliet nia 16 
Newman 100 Kewanee sm capa 187 
Nichols 20 A BN iss cn os acne 110 
Omega 24 I  asenmne oan 100 
Pelham és 70 Litchfield a 75 
Plains 24 | Madison aiaenaetee 164 
Quitman 60 Marseilles poteeaneetaeieoests 20 
Ray City 12 Metropolis nanereres 70 
Remerton 26 Moline_ eamaa LS4 
Richland amenities 20 Oglesby sepeupearnslabaieg 10 
Rockmart 6d | Pana 64 
Rome 499 | Pekin___- awmennaw 100 
Roswell 32 Peoria aadbieameeal 1, S47 
Royston 54 Petersburg - 1 
Sardis - 14 Pinckneyville 26 
Savannah dcebiniad 1, 433 | Quincey 249 
Smithville 2) Rantoul LOO 
Statesboro on iy &8 Robbins 100 
St. Marys edible 30 Rockford 280 
Sugar Hill visienaae aia 18 Rock Island 152 
Swainsboro cialis 100 Springfield ) 
Sylvester el aaa 60 Sterling-Rock Falls 125 
Tallapoos: ae 15 Streator 60 
Thomasville ee 380 Summit Oe) 
Tifton 100 Urbana-_-___- 125 
Toecoa SS Venice__ IST 


44750—54—»pt. 1 8 
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Vumber of loir-rent public housing dwelling units comple ted or under \ 
construction as of Feb, 28, 1954—Continued 





Number o Vumber « 

Indiana: unite Maryland: uniter Mississ 
Evansville 471 Annapolis a 308 Ha 
Fort Wayne z 283 | Baltimore ee He 
Gary > ogee Cumberland - me 155 La 
Hammond 100 Frederick a 178 Me 
Indianapolis - 748 Hagerstown Sie 250 Mi 
Kokomo 200 | Massachusetts : Pi 
Muncic 470 Boston iecveniaann a ee Ri 
New Albany sei 522 Brockton oir 100 Tt 
Tell City 35 Cambridge : 893 DD 
lerre Haute 4 Chelsea ena 200 D 
Vincennes 83 Fall River abate 879 W 

Kentui ky: Framingham 125 WwW 
Covington TOS Gloucester alt 100 Y: 
Danville 70 Holyoke ; 386 Misso' 
Frankfort S6 Lawrence 500 K 
Henderson 200 Lowell S54 S 
Hopkinsvill 180 | Lynn 300 Monts 
Lexington 1, 169 | Malden ; . 250 A 
Louisville $, 509 Medford 150 r 
M idisonville 160 New Bedford 900 Kk 
Maysville LOO) Northampton 50 C 
Middlesborough 100 Quincy 180 I 
Newport B25 Revere 100 Ss 
Owensboro 502 Somerville 216 Nebri 
Paducah OND | Taunton 150 Neva 
Paris 74 Woburn e 100 New 
Richmond ao Worcester ¥ 600 I 
Somerset S41! Michigan: 
Winchester__ eiiaoet 100 | Albion 100 ] 

Louisiana - Alpena 1s New 
Abbeville : (% Baraga 10 
Alexandria ; 148 Belding ee 1) 

Bogalusa : 21) Benton Harbor_-- 180 
Bossier City 154 | Bessemer ae 30 
Chureh Point 30 | Bronson sel 21) 
Crowley 100 | D>troit -_ § 271 
Kast Baton Rouge 170 | Hamtramck 300 
Kunice a 100 Pontiac a 400 
Guedan : 14 | River Rouge 100 
aplan mnie aie aera 5} | Saginaw : - 236 
Lafayette —— 106 South Lyons af ait 20 
Like Arthur pee ” Ypsilanti ‘i 100 
Lake Charles as 145) Minnomota : 
Mamou eee . Chisholm 38 
Marksville marie r 4{) | Duluth.____- ; Xx)) 
Monroe veo Hibbing 100 
Morgan City ' a Minneapolis_ . 648 
New Iberia 170 St. Paul_- ; 832 
New Orleans 10, 275 Virginia * 110 
Ovkdale LY Winona enemy 160 
Rayne--_- 6 Miss mri: 
St. Martinsville Bay St. Louis saan 36 
Shreveport . 454 Biloxi a 488 
Ville Platte ss 90 Sacmininhe a 
Welsh . . 20 »00 0 ' -- ion s 
: Brookhaven oer big 134 

Maine: : 150 
Fort Fairfied 36 Canton__--~-------------- = 
Portlan 200 Clarksdale ss asses iah ae 160 
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Vumber of low-rent public housing 
construction as of Feb 


issippi 
Hattiesburg 
Holly Springs 
Laurel 
MeComb City 
Meridian 
Picayune 
Richton 
Tupelo 

Do 

Do 
Waynesboro 
West Point 
Yazoo City 


lissouri: 


Kansas City 
St. Louis 


itana: 


Contiiuned 


Vumber of 
240 | 
60 | 
149 | 


r OF 1954 


dwelling units completed or under 


28, 1954 Conti 


New Jersey or 
Union City 
West New 
W or dr dge 


nued 


ntinued 


York 


"60 
566 


1,148 


5, 569 | 


Anaconda 130 | 
Butte 295 | 
Fairview 14 | 
Great Falls 156 | 
Helena 32 
Sidney market area 10 
raska: Omaha 1,178 
vada: Las Vegas 100 
Hampshire: 
Dover 124 
Manchester 102 
Nashua 100 | 
v Jersey: 
Asbury Park 33 208 | 
Atlantic City 896 | 
Bayonne 196 | 
Beverly I 71 
Burlington 90 
Camden 1, 938 | 
Elizabeth S28 | 
Florence no 
Garfield 150 | 
Guttenberg 42 
Hackensack 144 
Harrison 268 
High'ands 30 
Hoboken 695 | 
Irvington 125 | 
Jersey City 2, 806 | 
Lodi 100 |} 
Long Branch 356 | 
Morristown 94 
Newark 7, 386 
New Brunswick 260 
North Bergen 172 | 
Orange 280 | 
Passaic 500 | 
Paterson : 1, 200 | 
Perth Amboy as 510 | 
Phillipsburg 150 | 
Plainfield . 128 | 
Princeton nelle 50 
Rahway 76 | 
South Amboy 75 | 
Trenton sas 1, 287 | 


New 


New 


Nort 


Ohi 


Mexico: 
Alamogordo 
Clovis 

York: 

Albany 
Binghamton 
Buffalo 
Elmira 
Herkimer 
Lackawanna 
Mechanicville 
New York City 
Plattsburg 
Port Chester 
Saratoga 
Schenectady 
Svracuse 
Tarrytown 
Troy 

Tu kagoe 
Utica 
Watertown 
Yonkers 

h Carolina: 
Asheville 
Charlotte 
Clinton 
Concord 
Durham 
Fayetteville 
Goldsboro 
Greensboro 
Havelock 
High Point 
Kinston 
Laurinburg 
Lumberton 
Morehead City 
New Bern 
Raleigh 
Rocky Mount 
Salisbury 
Tarboro 
Wayne County 
Wilmington 
Winston-Salem 
Ne 

Akron 
Barberton 
Cincinnati 
Cleveland 
Columbus 
Dayton 
Humilton 
Lorain 
Portsmouth 
Toledo 
Warren 
Youngstown 
Zanesville 


Springs 


LO5 


100 
150 
288 


144 
nO 


=i 


60 


2, 152 


150 
120 


ind 


220 


, 009 


70 
606 
99 
213 
200 


Y65 


358 


120) 


9°? 


ADO 
219 
, 418 
~ O85 
, 491 
141 
2O%0) 
395 
, 440 
224 
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Number of low-rent public housing dwelling units completed or under 


T OF 1954 


construction as of Feb, 28, 1954—Continued 


f 


Number o 

Oklahoma: units = | 
Enid i ina SO 
Oklahoma City——~-- 304 

Oregon: 
Athena 20 | 
Hermiston 16 | 
McMinnville 142 | 
Milwaukie 100 | 
Newport Area 
Nyssa 
Oakland 
Oregon City 
Portland weal 4 
Reedsport 
Riddle 
Roseburg 
Toledo - 

Pennsylvania: 
Allentown < ‘ 426 
Alliquippa bitin mld 254 
Ambridze : 172 
Beaver Falls i 202 
Bethlehem nthe 1, 102 
Lrownsville aie er 100 
Braddock 5 vad 282 
Canonsburg 32 
Chester ‘ . 590 
Clairto hiss 278 
Connellsville ‘ 250 | 
Darby Township 52 | 
Donora ‘ 110 | 
Duquesne r ‘ 265 
East Bethlehem sabe 10 
Kaston é 228 
Ellwood City_—.---- 100 
Erie ~ hiss T64 
Farrell ahaa F 20 
Harrisburg 1, OSO | 
Johnstown dn hice 511 
Lo} alsock 7 250 
Masontown ‘ 100 
McKeesport 704 
MeKeesrocks 434 
Mercer-Borough 30 
Midland nt AG | 
Monessen . a ‘ 150 
Mount Union ne i 100 
Philadelphia i ; 8, 785 
Pittsburg 7 7,011 
Pottstown : oat 
Rankin 7 242 
Reading oud. 926 
Redstone Sut 100 | 
Reynolds Village : 76 
Robinson Township__- 100 | 
Sharon m 100 | 
Seranton 490 
Sharpsburg 66 


Sharpsville 60 | 
South Fayette Township 150 | 
Sonth Union Township 240 | 
Upland Borough 100 | 





Number of 


Pennsylvania—Continued 
Union Town_- » eam 


Upper Dublin Township. oa 


Washington .- Se 
Wayne 2 eens 
Williamsport 
York 

Rhode Island: 
Newport- 
Pawtucket 
Providence 
Woonsocket 

Soufh Carolina: 
Abbeville 
Aiken 
Belton —- 
Blacksburg 
Calhoun Falls 
Charleston _ 
Columbia - 
Cowpens —_-_- 
Darlington ___ 
Donalds os 
RN i 
Iedeefield 
Fountain Inn 
Gaffney 
Greenville 
Greer 
Health Springs 
Honea Path 
Inman 
Iva 
Johnston 
Jonesville 
Landrum 
Laurens 
Lowndesville 
McCormick 
Pacolet 
Pendleton 
Saluda 
Seneca 
Spartansburg 
Trenton 
Westminister 
Williamston- 
York 


Tennessee: 


Clarksville 
Clinton 
Fayetteville 
Jackson 
Jefferson City 
Johnson City 
Kingsport 
Knoxville 


La 


units 


150 

50 
146 
112 
242 
338 


538 


600 


85 
124 
34 
44 
24 
817 
298 
54 
71 
14 
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Vumber of low-rent public housing die lling units completed or under 
construction as of Feb. 28, 1954—Continued 


Number o 


essee—Continued 
Manchester = 
Memphis 
Murfreesboro 
Nashville - 
Paris 
Pulaski a a 5 
Rockwood 
Sweetwater 
rrenton 

lahoma 


Union City 

Alamo 

Archer 

Austin 

Avinger 2 


Ballinger - 
Bay City 3 
Baytown 

Beaumont 


Bells ‘ 
Bonham 

Borger 

B City 





Bridgeport 
Brownsville 
Prownwood 
bryan 
Bryson 
Burkburnett 
Caldwell 
Canyon 
{ 
Commerce 
Coop r 
Corpus Christi 

rsicana 
Cove 
Crystal City a 
Daingerfield ‘a 
Dallas 
De Leon ye onli betes 2 = as 
Del Rio _ 
Denison 
Dublin 
Ragle Pass tai 
Ector 
Edinburg ; 
Edna “ ne 
Electra : ‘ 
Kl Paso adie 
Ennis ete a ae 
Fort Worth__ 
Galveston ___- 
Gilmer i : 
Gladewater______- pres 
Gonzales —. Sh - 
Hamilton_ 
Harlingen —__~_- 
Figakel} 5.1... 
Hearne i on 
Henderson........... ble 





units 
26 
4, 413 
200 
4,503 


125 


t( 


oo” 


LO8 
165 


2 
ol 


16 


100 
10 


100 | 


30 
1S 


1, 320 | 


90 


S02 


930 | 


60 


io] 


20 


150 | 


50 


60 | 


io 


Texas—Continued unal 


2 9872 | 
20 | 
126 | 
200 | 
50 | 





Number of 
Henrietta ‘A = 30 
Hico 





Honey Grove 26 
Houston 2, 563 
Howe 12 
Jefferson 0 
Killeen 7D 
K ngsville 92 
Knox ¢ ity o2 
Ladonia IS 
La lo 2i2 
Leonard 16 


Lubboc} ‘ 130 


Luling 66 
McAllen 209 
MeGregot o6 
McKinney 100 
M -rcedes 100 
Mission SU 


Mood) 14 
Munday 30 
New Loston 0) 


Olney > 
Orange 300 
Overton 30 
Paducah 0 
Pari i 1) 
Pharr ie 75 
Pittsburg 60 
Port Arthur 300 
Pottshbore 10 
Quanah 455 
Ranger : 0) 
Rockwall 14 
San Antonio 4,699 
San Benito 100 
San Marcos . 60 
Savoy . 6 
seymour D0 
Sinton ‘i 242 
Sweetwater > 100 
Taylor 70 
Temple 1°26 
Texarkana 602 
Texas City ae +) 
Victoria 130 


Vidor b+ 
Waco 392 
Waelder J 18 


Waxahachie 104 
Weslaco . 244 
West Dallas 3, 500 
West Orange 20 


Wichita Falls__- 500 
Wolfe City i belied LS 
Wortham -—- ; 16 


Virginia: 


Alexandria 69 
Bristol —__- er alae. Af 344 
Danville b did Sa i ait le 250 


Hopewell — Sores 196 
Newport News 1, 352 





LOS HOUSING ACT OF 1954 


Vumber of low-rent public housing dwelling units completed or under 
construction as of Feb. 28, 1954—Continued 


Number of | Vumbe 
Virginia—Continued units Hawaii: units 
Norfolk tases? Ey: ae Hilo : Sa a ‘ 150 
Portsmou ae Honolulu__ Sige ot 1, 259 
Richmon -minddvincvamee! ip 08 | Uerta Bice: 
Roanoke . sii 600 Aguadilla 199 
Washington: Aibonito____-- 160 
Aberdeen noob 46 Anasco-___- sews LGO 
\sotin iad 10 Arecibo__ 5 544 
burn 60 Arroyo_- : : 150 
50 Barceloneta_. ais 74 
er 600 Bayamon_ 5 
ston i oh 40 Cabo Rojo 
tt 400) Caguas 
Grand Coulee 11 Camuy-_-— 
Hoquiam 50 Carolina 
Kalama A 16 Catano 
Kelso 50 Dorado 
Kennewick eye 25 Fajardo_- 
rt Angeles ; 70 Guayama 
8 Guaynabo 
Hatillo- 
f Humacao 
Tacom: 5g Isabela 
Walla Walla Loiza__- 
White Center-Lakewood Manati 
West Virginia: Mayaguez 
Charleston DUI sche recesses 
Huntington Ponce__---~- 
Martinsburg Rio Grande 
Mount Hope Z Rio Piedras__ 
Wheeling Sabana Grande 
Williamson San Juan 
Wisconsin : Santa Isabel____- 
Menominee GO | Toa Alta_- 
Milwaukee Toa Baja 
ar Milwaukee Utuado 
superior , 
District of Columbia: Ve Ba aun. 
Fe a Vega Baja 
Washington id : 
Alaska : Yabucoa____- 
Anchorage 50 | Yauco 
Fairbanks Virgin Islands: 
Juneau Market area oo f Charlotte Amalie- 
Ketchikan ; 5O | Christiansted___~_-_- 

Senator Bennerr. Senator Sparkman. 

Senator SpARKMAN, I have 1 or 2 questions. Have you commented 
yet on the necessity, or the desirability of the amendment that Senator 
Maybank said yesterday he proposed to introduce ? 

Mr. Corn. Of course, there would be no objection on our part for 
such anamendment. May I add that we have agreed that in the execu- 
tive branch, that there is sufficient authorization in the present law. 
Therefore it is a problem for the Appropriations Committee to deal 
with. That isa matter that Congress is going to have to decide. From 
our point of view we have agreed that there is sufficient authorization 
and therefore we see nothing else to present besides the recommenda- 
tion for 35,000 units a year for 4 years. 

Senator SpaRKMAN. Of course, the matter of setting the policy 
though should be one for the legislative committee rather than for the 
Appropriations Committee. 
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Mr. Coir. Senator, I thoroughly agree as a former Member of Con 
Ss that substant ive leoislat ion should be and is properly W ritten and 
ommended and presented to the Congress through substantive 
mmiuttees. 
Senator SparkKMAN. When the cutoff came last year there were a 
at number of smaller towns which had just gotten their program 
rway. Of course, it was late coming in. I know in my State 
re were some 32 or 34 projects that were cut off. 
What will be the status of those projects in the event new authoriza 
omes through ? 
Mr. SLUSSER. Senator, those would be rey iewed, and would become 
art of the program. 
Senator SparKMAN. In other words, they are not dead. They would 
ce up right where they left off, subject to review ? 
Mr. Siusser. As of now they are being liquidated. That is the pre 
inary loan contracts but we would review those, as, if and 
new program is presented to the Age ney. 

Senator SparKMAN. That is all, Mr. Chairman. 

senator IvrEs (presiding). Proceed. Mr. Cole. 

Mr. Coir. The next. then, Mr. Chairman, is returning to the FHA, 
Mr. Hollyday. Mr. Hollyday was partially through with his state 

ent yesterday and will pick up at this point. 

Senator SparKMAN. Mr. Chairman, before we start on that may I 

k Mr. Cole this question: Awhile ago you referred—while Mr. 
McAllister was there—to one provision that was agreed on as between 
the Home Loan Bank Board and the HHFA. 

Is there any other provision relating to changes in the home-loan 
bank law ? 

Mr. Coir. No. In the law? 

Senator SPARKMAN. Yes. 

Mr. Coir. No. 

Senator SparkMAN. I understood when the message came up or 
when the advisory committee report came up there might be something 
with reference to revising the supervision, Is that included in the 
legislation ? 

Mr. Cote. Senator, are you commenting upon a possible reorganiza 
tion plan? 

Senator SpARKMAN. Was that to be included in the overall reorgani- 
zation ? 

Mr. Cotx. There will be, as the Senator knows and as the President 
announced in his message, a reorganization plan submitted. 

Senator SparKMAN. That is not included in the legislation ? 

Mr. Cote. That is not included in this legislation. 

Senator Ives. Will you proceed ¢ 

Mr. Hotiypay. Yes. 

Senator Ives. Do you want to summarize up to this point where you 
are so we will catch up with you? You can do it very briefly, I think. 

Mr. Hotxypay. Senator, the most important item that I covered, 
I believe, in the consideration of the committee, had to do with section 
220, which is the neighborhood and rehabilitation program and I had 
just started discusing section 221, which has to do with low-cost. hous- 
ing for people displaced by public improvements. I actually read 
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down to the end of the first paragraph, on page 6. With your permis- 
sion I would like to start at the top of page—— 

Senator Ives. Do you want to start there on page 5, section 221? 

Mr. Hotiypay. Yes, sir. That would be the second paragraph on 
page 5. 

I believe section 221 is an intelligent approach to a very serious prob- 
lem. Let me briefly summarize its specific terms. 

Section 221 is to be available only in communities which have been 
certified by the Administrator of the Housing and Home Finance 
Agency as having workable programs for the elimination and preven- 
tion of urban blight. It would be available only for housing to be 
built or rehabilitated for families being displaced from their homes 
by governmental action in such communities. It is intended for use 
in those situations where there is an insufficient supply of suitable 
housing available from other sources to take care of such displaced 
families. 

The maximum mortgage under section 221 would be $7,000 per unit. 

Senator Ives. Right there I would like to ask a question or two. 
What kind of a house would this be? 

Mr. Hotrypay. I have just talked to our supervisor in the New York 
area and he tells me that there were a reasonable number of houses 
built under title I, section 8, which started in 1950—1,359 such houses 
were built in the New York suburban area. They were essentially 
2-bedroom houses but of a stand not equal to section 203. 

He tells me that the difference between what you could get for $7,000 
and the section 8 mortgage ceiling, which in the majority of those 
houses was $4,750 and only raised last year to $5,700, and the program 
wasn’t very active last year due to the stringent situation of the money 
market—that for that $7,000 you would certainly be able to have a 
better house than had been built with 2-bedroom accommodations in 
a suburban area of New York. 

The figure for the Detroit suburban area, during that same time, 
was 2,900 houses, so a 2-bedroom house we would expect on Long Is- 
land, let us say, or in the suburbs of Detroit, a 2-bedroom house that 
would be, I think, suitable for decent living for individuals displaced. 

Senator Ives. In that connection, what would be the carrying 
charge ? 

Mr. Hotiypay. Our estimated national average is $62.92. 

Senator Ives. What would be the rental if they were to rent the 
houses ? 

Mr. Hotiypay. Well, the rental usually, Senator, on these so-called 
low-cost, long-term housing, the rental is usually more than the pay- 
ment. for carrying charges, 

Senator Ives. It would be around $70 at least, wouldn’t it? 

Mr. Hotiypay. Yes, sir. I would think so. 

Mr. Cote. Would you pardon me just a moment ? 

Mr. Hortypay. The figure the Administrator calls to my atten- 
tion—the $62.92—does include utilities. That is an overall figure but 
I still think that when an entrepreneur rents houses you would expect 
a higher return than you would get. 

Senator Ives, That is $70 rental per unit? 

Mr. Hotiypay. $70 would be top, $60 low. 
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Senator Ives. In other words, this low-income group that I referred 
to in an earlier question I directed to Mr. Cole couldn’t afford to 
occupy these houses, is that correct ? 

Mr. Hotiypay. No, sir. I think that ought to be specified and 
spelled out a bit, which I am prepared to do here on the estimate of 
the number of people that would be displaced, and their ability to 
purchase. On this basis we would go as - as about $2,200 per year 
for income, and up to $3,000. 

Senator Ives. How could they pay rent if their income was no 
creater than that? How could the y pay a carrying charge like that 
and support a family ? 

Mr. Hotiypay. I was about to insert a statement which bears on that 
question. May I read it? 

Senator Ives. Will you read it? 

Senator Busu. I would like to have it. 

Mr. Houtiypay. May I interpose a brief additional comment con- 
cerning the $7,000 maximum mortgage amount under section 221: It 

our expectation that units produced within this limit would be 
generally acquired by families within the annual income ranges of 
$9 200 to $3,500, and mostly below $3,000. The estimated housing 
expense of about $63 monthly for such a house would amount to just 

ver a fifth of the income of the $3,500-income family, and a third of 
the income of the $2,200-income family. 

Families with incomes upward from $3,000 would more commonly 
desire higher priced homes which, under the terms of the bill, could 
be financed with section 203—that is our 1- to 4-family program— 
mortgages with 30-year terms and downpayments as low as 5 percent. 
Placing the mortgage ceiling for section 221 any higher than $7,000 
would run the grave danger of failing to place emphasis on production 
of units within the reach of families with incomes below $3,000 for 
whom the special advantages of 100-percent loans and 40-year terms 
are specially designed. 

Perhaps we should also mention that the mortgagee should look 
upon the transaction at its inception as a 20-year loan with monthly 
payments based on a 40-year term. 

Senator Ives. Well, I am very grateful to have that in the record, 
but I just want to point out again that this would not hit that average 
that I spoke about; the $2,200 is above that average. 

Mr. Hotiypay. Senator, this section applies only to those people 
who are physically displaced by improvements in an area that has 
been designated, in a locality with a workable scheme for the redevel- 
opment of their community—— 

Senator Ives. I realize that. The thing I am trying to establish 

, though, you can’t take care of these very low income families on 

this kind of a program. 

Mr. Hotiypay. Certainly not below $2,200. 

Senator Ives. Then you have to revert to public housing. I won't 
yet back into that. I want to ask one more question and I will subside. 

Does this section 221 include multiple units, too? 

Mr. Hotiypay. Yes,sir. Multiple units are provided for only, how- 
ever, where there is a nonprofit corporation, and the $7,000 mortgage 
per unit also applies, and it is very important to the rehabilitation of 
existing houses. I think I made a mistake in not bringing that out. 
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Senator SPARKMAN. Mr. Chairman. 

Senator Ives. Senator Sparkman. 

Senator SparKMAN. Mr. Hollyday, I notice you say that of the 
$2,200 bracket it would require one-third of this income. Don’t you 
think that is getting pretty high to expect people to put one- third of 
their income into shelter ? 

Mr. Hottypay. Yes, sir. There is no question of that. 

Senator SPARKMAN. I always felt 25 percent was just about as high 
as we could reasons ably expect them to go. If you applied the 25-per- 
cent level where would that strike ? 

Mr. Hoitiypay. Let me ask Mr. Thornton. 

Mr. THornton. About $3,000, 

Mr. Hotiypay. Senator, this point though is often overlooked, and 
that is that the prices that people pay in these neighborhoods for all 
commodities is very high, and in many cases, the shelter rent that is 
charged these people is higher than in a better neighborhood. 

Senator Dovetas. But, Mr. Hollyday, the fact that only a million- 
aire can afford to live on the scale a poor man can live doesn’t neces- 
sarily mean we should tolerate it. Is that true? 

Mr. Hottypay. Senator, I would like to give you a specific case of 
refinancing. 

These people are deprived of the knowledge of the use of credit. 
The access to credit is more important than the money that goes 
into it. 

I have in mind a man who was paying $102 for his dwelling. The 
wall bulged. It required a $700 repair expense. We brought in 
people who knew how to use credit and we consolidated his various 
bills. That man’s payments ended up at $82 a month in place of 
$102, taking care of the cost of the wall, showing the use of advice from 
these people who know how to use credit. Most of the families we 
are talking about—80 percent minority groups—these people’s income 
has increased from 1940 to 1950, an average of 256 percent, so par- 
ticularly lately there is more income available for these people to do 
something. 

Senator SparkMAN. Mr. Hollyday, I don’t think that answers my 
question. I was talking about a family that has income of $2,200. 
I realize that is your minimum. Now, if you take one-third of his 
income it leaves only two-thirds for him to live on, and I am just 
using your figures: Is one-third not unreasonably high for a person 
to be expected to put into rent alone? 

Mr. Horxypay. It certainly is. 

Senator SPARKMAN. I am just trying to look at it in a reasonable 
sense, following up what Senator ‘Tves brought out: That while it 
might be that you could get down to the $2,200 level, reasonably we 
might expect the number at that level to be rather small, and that 
really the starting point is about $3,000. In other words, it seems 
to me that most of yours will come in the $3,000 to $3,600 bracket. 

Mr. Horxiypay. The staff tells me ate that under section 203 in 
1952, new-home buyers with incomes of $2,400 to $3,000 paid an 
average of $68.90 monthly housing expense, and I believe the number 
of people—I think there is an overconservatism on your part as to 
the ability of these people to pay and earn. Their incomes have 
come up a great deal. 
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Senator SpARKMAN. I realize that. I am taking your figure of 
<2200. That is not up. That is a fixed figure that we are arguing 


Mr. Hottypay. And the number of people that have that is rela- 
\ small. 

Senator SpaRKMAN. That is what I was saying, and the number in 

inge that would buy houses would be rather small. 

\ir. Hotitypay. Yes. sir, 

Senator SparkMAN. Now, this may not be the proper place to 
¢ this in, but I may not be here when you talk about the insur 
features, and the regrouping, and so forth. Since you have 
ioht in title I, section 8 housing in connection with this, and 
section 203 housinge- by the way, there has been a oreat deal 
‘atively low-cost housing built under those two sections, hasn’t 
af And there will continue to be ? 

\ir. Honiypay. Not so much under title I, section 8, because when 
ive that a lift by various measures last year we were caught in 
money freeze. So the future of title hi section 8, 1s oreat in 
pal 501 to its past history. 

Senator SparkMAN. I had a letter the other day from a fellow that 
ed to me to make sense and | would like to throw this sugoestion 
ere: He said that title I, section 8 held a great potentiality for 
e low-cost housing—practical housing—but he said it would be 

1 h more useful if the debentures issued under that section could 
able under title IT. As I understand it, it is now restricted very 
ithy to that one section, isn’t it ? 

Mr. Hotiypay. We are following out his idea, sir. We are putting 

le LL 

Senator SparkMAN. Thank you. I won’t question you further on 


t 
it 


Senator Doveias. I want to get in a wisecrack, if I may, and I 
pologize to my colleague; at least I think it is a wisecrack. It may 
out not to be a wisecrack. Wouldn’t the $2,200 man really have 
ave the efficiency of a $20,000 purchasing agent to be able to pull 

s off on the scale that you suggest ¢ 

| just don’t see how a $2,200 man can pay a third of his income for 

t, with all the other problems which face him of sickness and high 
ces of goods and high interest rates. concealed interest rates, all 
ose things. I really think perhaps he would have to have the 
efliciency of a member of the National Association of Purchasing 
(gents, and if he had that efficiency he wouldn’t be a $2,200 man. 

Mr. Hotiypay. Yes, sir. 

This limit—the $7,000 limit that we were referring to—this limit is 
esigned to insure provision of housing within the financial means of 
. substantial portion of the modest-income families being displaced 
from urban renewal areas. The maximum term would be 40 years 
nd the mortgage insured by FHA could be as high as 100 percent of 
alue. The properties covered by the insured mortgages under sec- 
tion 221 could be single-family homes for sale to eligible displaced 
families or may be projects of 10 or more units to be rehabilitated by 
nonprofit organizations for rent to such families. Mortgage financing 
s also available for single-family homes built for sale in amounts not 
to exceed 85 percent of value, to assist in the construction and provide 
financing pending subsequent sale to a qualified owner-occupant. 
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The ceiling of $7,000 for home mortgages to be insured under section 
221 has been proposed on the basis of several considerations. 

In the light of past experience under both section 203 and section 8, 
it appears that new houses with at least two bedrooms can be built to 
minimum section 203 standards in the cheapest land areas of most of 
the metropolitan communities in the country within the $7,000 mort- 
gage amount proposed in section 221. 

In all communities, urban as well as suburban, the $7,000 ceiling 
should be effective in assisting rehabilitation or purchase of existing 
homes adapted to the needs of displaced families. 

It should be noted that a higher ceiling than $7,000 would be in 
danger of raising the housing costs beyond the capacity of many of 
the displaced families for whom section 221 is expected to provide 
housing. For those families which can afford higher-priced homes, 
other provisions of S. 2938 would authorize for both new and existing 
properties insured mortgages under section 203 up to 95 percent of 
the first $8,000 of value and 75 percent of value in excess of $8,000. 

To encourage private funds for section 221 projects, one of the 
terms of the insurance contract would provide that if the mortgage : 
in good standing, the mortgagee weal have the option at the end of 
20 years to assign the mortgage to FHA and receive in exchange deben- 
tures for the unpaid principal balance of the mortgage. 

As in the case of section 220, FHA processing of applications and 
standards of eligibility under section 221 will generally parallel the 
respective procedures of sections 203 and 207. 

Changes in the terms of mortgage insurance under various out 
standing FHA programs are provided for in a number of individual 
sections of title I of S. 2938. Section 101 modifies the propert; vy im- 
provement loan insurance program of title I by increasing the general 
maximum insurable loan from $2,500 to $3,000 and increasing the 
maximum permissible loan term from 3 to 5 vears. 

The same section also raises the present $10,000 maximum insurable 
loan for multifamily structures to $10,000 or $1,500 per unit, whichever 
is higher, with an accompanying increase in maximum term from 7 to 
10 years. All of these changes are intended to make the title I pro- 
gram more effective in financing modernization and improvement of 
existing residential structures. 

The expanded insurance program for multifamily projects is 
expected to be operated in a conservative fashion principally as 
a substitute for insured mortgage financing under other programs in 
those instances where existing indebtedness precludes use of the reg- 
ular mortgage insurance programs. 

Section 104 authorizes a simplified system of maximum mortgage 
amounts for section 203, raising the limits for 1- and 2-family struc- 
tures to $20,000 from the present limit of $16,000 which was first 
established in 1934 and raising the maxima for 3- and 4-family 
structures to $27,500 and $35,000, respectively, from present limits of 
$20,500 and $25,000. For both new and existing structures with 1- 
to 4-dwelling units, this section proposes as a single formula that 
maximum mortgage amounts be limited to 95 percent of the first 
$8,000 of value plus 7 75 percent of value in excess of $8,000. This 
single formula would replace a very complex series of maximum 
mortgage limitations applicable under the present law to a variety 
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f types of structure, sizes of units, and construction status of struc- 
tures. The single formula would also remove the present disad- 
vantage of mortgage terms for existing construction. As between 

roporties of equal value, there appears to be no sound reason for 

ffering mortgage limits. Perhaps I can best illustrate this point by 
or Z examples. 

lake a case where 2 houses—1 a newly constructed house and 1 

1: older house—are both appraised at $8,000. The newly constructed 

use may be a 2-bedroom house; the older house may be a 3-bedroom 

use. Under the existing law, the FHA may insure a loan of $7,350 

n the newly constructed house, so that a family could purchase it 
vith a downpayment of $650. However, one the older house, even 
though the appraised value is the same, the FHA could not insure a 
oan of more than $6,400. The family purchasing the older house 
would have to make a downpayment of $1,600—$950 more than would 
be required to purchase a new house with the same value. In such a 

se, it could well be that the older house with 3 bedrooms would 
better meet the needs of a particular family than the newly con- 

ructed 2-bedroom house, but solely because of the much larger down- 
payment required, the family might choose to purchase the new 2- 
bedroom house. 

Again, take the case of an existing house valued at $6,000 which 
with the addition of a bedroom and the modernization of the kitchen 
would be worth $8,000. Since FHA presently could not insure a loan 
of more than $6,400, or 80 percent, a family purchasing the house and 
making the additions and improvements would have a cash outlay of 
$1,600 as compared to $650 for the purchase of a new house of the same 
value. 

The proposed maximum mortgage limits are also intended to pro- 
vide a more consistent schedule of mortgage amounts. For example, 
, new home with a value of $11,000 is now eligible for a mortgage of 
$9,450, or 85.9 percent of value. Another new house of $11,800 would 
be eligible only for that same maximum mortgage amount, or 80 per- 
cent of value, and a house of $12,000 value is eligible for a mortgage of 
only $9,600, or $150 more mortgage than is available to the first unit 
vorth $1,000 less. More favorabe mortgage terms for existing home 
mortgages would also be effective in helping to sustain the market- 
ibility of new homes and the volume of new construction. 

Section 105 proposes a single maximum mortgage term of 30 years 
for application to all section 203 mortgages, replacing present varying 
limits ranging from 20 to 30 years. 

Section 106 simplifies the maximum interest rate provisions of sec- 
tion 203 and permits the Commissioner to allow in connection with 
section 203 mortgages, a continuing monthly service charge such as has 
been applicable under section 8. 

Senator Ives. We will have to desist at the present moment. The 
bell has rung. The afternoon session, as previously announced, will be 
held at 2:30, in room G-16 in the Capitol, the Interstate and Foreign 
Commerce Committee room on the gallery floor. 

(Whereupon, at 12 o’clock noon the committee recessed to recon- 
vene at 2:30 p. m., the same day.) 
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AFTERNOON SESSION 


Senator Bennerr (presiding). Ladies and gentlemen, let’s resume 
our hearings. Mr. Hollyday, will you tell us where to turn ¢ 

Mr. Houtypay. Yes, sir. It is the middle paragraph on page 9 
beginning with, “Kach of the changes proposed.” 

Each of the changes proposed in sections 104, 105, and 106 ean be- 
come effective only upon action of the President in keeping with the 
terms of these sections and of section 201 of the bill. 

Section 112 proposes that the terms of debentures issued under see- 
tion 203 and section 213 be established at 10 years instead of the present 
terms of 20 years for section 213 and 3 years after maturity of related 
mortgage for section 203. This would make the debenture terms con- 
sistent for all FHA programs and would improve the availability of 
funds for insured mortgage financing. 

Section 114 modifies the mutual mortage insurance system in order 
to increase the strength of the fund as a protection against the con- 
tingent possibility of payment of debentures by the Treasury. Fun- 
damentally, the changes proposed would combine the independent re 
sources of the 192 individual active group accounts in the present sys- 
tem into a single reserve system consisting of a general surplus account 
and a participating reserve account from which dividends would be 
paid, 

Under the present system, only the resources of the general reinsur- 
ance account stand between a deficit in liquidation of insurance for a 
single year’s mortgages in a particular group account and a call upon 
the Treasury for redemption of debentures issued. The present pro- 
posal would make all of the resources of the entire system available 
for redemption of maturing debentures before a call to the Treasury 
would be necessary. 

It should be noted that the risk of loss to FHA is most substantial 
at all times with respect to the mortgages most recently insured. The 
declining risk of loss with passing years reflects both the reduction 
in indebtedness through amortization of the insured mortgages and 
the accumulation of resources in the insurance system from premiums 
and interests on investments. 

The simultaneous accumulation of resources and decline in required 
reserves against losses in group accounts under the present system 
causes the individual group accounts to move rapidly from heavy 
deficits in reserves to a condition of credit balances in excess of required 
reserves during a short period in the life of the mortgages between 
about the 4th and 8th years. Under the present system, these credit 
balances in older group accounts can in no way be used to support the 
system’s losses with respect to more recent group accounts. 

Further aspects of the proposed revision are that management of 
the system can be accomplished at somewhat lower administrative cost 
if the group account system is abolished and that dividend distributions 
can be held to a minimum during the period of accumulation of 
adequate reserves. 

It is perhaps unnecessary to mention that the concept of required 
reserves for such an insurance system as mortgage insurance must 
always be based on an assumption that a real-estate depression could 
start in the immediate future. 
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In that event, heavy losses would alw ays be expected with respect 
recently insured mortgages. The reserve concept does not involve 
forecast of a depression at any particular time, but rather is designed 

have the system able to endure a depression whenever it may 
eur. 

lo the extent that a real-estate depression is delayed or mitigated, 
he insurance reserves will prove to be more than adequate and the 


excess will properly be available for return to the appropriate mort 


igors in the form of participating dividends. 

Section 115 of S. 2938 modifies the section 207 program of FHA in 
everal respects ; first, by extending the program to cover mortgage: 
for rehabilitation of existing structures in blighted areas; second, by 
making section 207 mortgage insurance available in Guam on the 
une basis as applies in Alaska: and third, by revising the maximum 
mortgage amount provisions to remove the present $10,000 ceiling and 
to allow mortgage amounts as high as $2,400 per room, or $7,500 pet 

it in projects with less than four rooms per unit, in projects of ele 

itor structures if FHA determines that construction cost levels 
require such mortgage amounts, 

The elevator structure increases are proposed in the light of the 
higher costs generally inherent in the fireproof or fire-resistant quali 
ties of construction required for these structures and the higher land 

ists typical of central-city locations where these structures are pro 

ded, including slum-clearance sites. It may be noted that these last 
hanges do not alter the basic limitation of thees mortgages to 80 per 
ent of FHA’s apraised value. 

Section 119 proposes to amend the maximum mortgage limits of 
the section 213 program in several regards: First, mortgages up to 
$25 million would be insurable for mortgagors publicly regulated or 

pervised as to rents, charges, and methods of operation; secondly, 
ncreases are provided in maximum mortgage amounts on a per room 
and per unit basis—to $2,250 per room, or $8,100 per unit for projects 
averaging less than four rooms per unit, with proportional further 
nereases for veterans’ cooperatives; third, additional increases in 
maximum-mortgage amounts are provided with respect to elevator 
tructures, to $2,700 per room, or $8,400 per unit in projects with less 
han four rooms per unit, with related further increases for veterans’ 
cooperatives such further increases to be dependent upon the neces 
ities of higher cost levels: fourth, mortgage limits are based upon 
ippraised values of properties instead of replacement cost, a for 
merly; and fifth, veterans’ preferential mortgage limits are made 
ivailable only to projects having 65 percent of the membership 
omposed of veterans. 

The inereases in mortgage amounts bring the section 213 maxima 
nto balance with section 207 maxima after allowance for the differ 
ences between the maximum permitted loan to value ratios. 

\s in the case of section 207, higher mortgage ceilings are proposed 
for elevator structures. Basing mortgage limits on appraised values 
nstead of replacement costs would increase the protection of the 
nsurance fund and would encourage elimination of any element 
of cost which do not contribute to value. 

The change in the formula for determining additional mortgage 
imounts for veterans’ benefits is proposed as a means of simplifying 
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the present complicated formula for determining maximum mortgage 
amounts for these projects. 

Senator Bricker. For instance—— 

Mr. Houiypay. For instance, in section 213 you bave the problem, 
Senator, of putting the cart before the horse in that ordinarily you 
build an apartment and then get your tenants together. In the 
section 2153 cooperative, there is quite a bit of a problem of getting 
organized and agreement over the conception of the project. It takes 
money in order to do that. The project has to have those funds 
available. It is a cost that is definitely necessary. 

Now, when you go over to a case of value rather than just the 
total cost, any unnecessary costs, I think, are not going to be included 
in the value. 

Undoubtedly, from the standpoint of the protection of the funds, 
to have a project based on value is greater protection than to have the 
mortgage based on its costs. 

Senator Maysank. Who is going to determine the value? 

Mr. Hottypay. Value determined by FHA basically you start off 
with cost and then 

Senator Maysank. This is an FHA mortgage. Some fellow owns 
a lot, for the sake of argument. He thinks it is worth so much. You 
have an appraisal committee that says it is worth so much. Do you 
have double check on those appraisals under this? 

Mr. Hotiypay. Yes,sir. You have to. 

Senator Maypanx. I know that. There have been many mistakes 
made in the past. Is there any improvement on the evaluation by 
the recommendation of this group the President appointed and in 
which I concur on so many things they have said ? 

Mr. Hotiypay. The improvement, Senator, would come by expe- 
rience and from some of the mistakes that were made in the past, 
we have evolved what we think is an excellent system of determining 
what values are. We have trained men who do nothing but that, and 
study the intricate and almost professional business of evaluation 
of real estate and land and income. 

We learn by experience but we think we have evolved a good 
system. 

Senator Maysank. I don’t question that. The only reason I asked 
you that was there has been, in my judgment, over a period of years 
some mistakes made. Maybe it is natural. I think you will agree, 
because of your own record. 

Mr. Hotxypay. I think it is natural. 

Senator Maypank. It is a very dangerous thing, unless you have 
the right appraisers. 

Mr. Hotiypay. Our whole concept is based on 

Senator Maysang. I can appreciate your concept. I was wonder- 
ing if there were any further safeguards. 

Mr. Hottypay. No, sir; I think there is no other safeguard than 
a study of what has happened and will happen. 

Senator Marsan. You can profit, as you suggest, by the mistakes 
made. I don’t have any suggestions. I was just curious to know. 

Mr. Hotiypay. We endeavor to do that as we get practical expe- 
rience. When we make a mistake we inherit the property and we 
learn. 
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Senator Bricker. Do you confer with the local appraiser boards? 

Mr. Hottypay. Quite a few of the men on our staff belong to the 
various appraiser societies and are quite highly regarded and fit into 
the local appraising fraternity. ‘There is an interchange between 
those who work for us and those who do the appraising for the Vet- 
erans’ Administration and those who do the appraising for the banks. 
(he appraisal system throughout the country, Senator, I think, 

n pretty high order. ‘They endeavor to maintain a professional 
status to 1. 

Senator Bricker. I wonder if you did confer with the local ap- 
praiser boards whose appraisals I think are generally taken as pretty 

ithentic. ‘They are used in court, of course, and condemnation pro- 
ceedings and the like and they have a pretty clear-cut understanding 

local values. 

Mr. Hottypay. There seems to be a very friendly and constructive 
relationship between the different specialists in practically all sections 
of the country. 

Senator Maypank. In some instances you don’t confer with them ? 
[ am not speaking personally. I mean it has been that way. 

Mr. Houttypay. My attention is called to the fact that on individual 
ises we do not, but-—— 

Senator Maybank. That is usually where the trouble is that I have 
heard of and it hasn’t been local at all. It has been general through- 
out the United States. There is no use to rehash that over a period 
of years but local people hadn’t been conferred with. I don’t know 
that there were even local people to confer with in some of these 
projects FHA had in various regions of the country, because of the 
mpact of war and defense and atomic energy, for instance. 

Mr. Hottypay. Well, sir; most of these people don’t get what they 
consider—— 

Senator Maypank. I am not trying to criticize. I am trying to 
nd out. There has been some criticism, as you know. 

Mr. Hottypay. I think it is inherent in the business when you turn 
omebody down who thinks his land is worth more than you think 
eee : 

Senator Maypank. And some fellow gets more than he is worth, too. 

Mr. Hottypay. We don’t often hear that. 

Senator Maysank. I have, unfortunately. 

Mr. Hotiypay. In our rising market that can occur. 

Senator Mayrnank. This is only constructive because I appreciate 
vhat you have done with the FHA. I think I have heard—most of 

have—about some projects in the United States, with the FHA. 
Not recently but over a period of time. 

Mr. Hottypay. In effect, I take it, you are saying these people are 
human. 

Senator Mayank. Yes. I was hoping you could tighten that up 
if youcould. You give thought to it. 

Mr. Hottypay. I couldn’t promise, but we will consider i 

Senator Maypank. | always remember the confusion I hi id when 
I was chairman when the people came from far away and told me 
of the land values that had been assessed at a project, which at that 
ime was an kHA project. I never followed it. It might have 
borne it out. 
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Mr. Hotiynay. I appreciate the constructive suggestion. 

Section 121 of the bill amends section 217 of the National Housing 
Act to consolidate all FHA mortgage insurance authorizations into a 
single limitation. With the increasing number of separate insurance 
programs and separate insurance authorizations, it becomes increas- 
ingly difficult to forecast with reasonable accuracy the authorization 
requirements of the individual programs. Consolidation of these 
authorizations is therefore proposed as a means of reducing admin- 
istrative workload and minimizing the necessary total amount of 
insurance authorization. It may be noted that the proposed language 
provides only sufficient authorization for operation of all FH A pro- 
grams through June 30, 1955. 

Senator Mayvnankx. What would be the total when you get this into 
effect after what we have authorized less what you amortize? 

Mr. Tuornton. It would be within the range of twenty to twenty- 
one billion dollars. 

Senator Maynank. Has that increased or decreased over June 30, 
last year? 

Mr. TrrorNToN. It is difficult to answer. I would say it is less. 

Senator Maynanx. If the amortization kept up with what you put 
out, I mean. 

Mr. Trornton. We have in the past had some of our authorization 
on a revolving basis and some of our authorization has been on a 
one-time-use basis. The combination of all of the authorizations has 
been in excess of $21 billion, but now if we put all of it on a revolving 
basis, which is the proposal that is made here, then the $21 billion 
would be a smaller total, but the active insurance authorization would 
be a little bit larger—perhaps as much as a billion and a half larger 
than what we have had. 

Senator Maypank. The gross guaranty of the United States 
wouldn’t be any more, though? 

Mr. THornron. About the same. It would be increased some. 

Senator Maysank. How much would it be increased ¢ 

Mr. THornton. About a billion and a half dollars. 

Mr. Hottypay. Section 125 authorizes the Commissioner to insure 
future advances under outstanding insured mortgages for purposes 
of additions or other property improvement, pursuant to so-called 
open-end provisions in the mortgages. In administering this author- 
ity, FHA will perform whatever appraisal, credit analysis, and prop- 
erty inspections may be necessary to assure the adequacy of the security 
to sustain the increased insurance liability. 

Charges for use of the open-end provision will be computed to cover 
both processing cost and insurance risk, and it is contemplated that 
the most effective form of charge may be a single charge at time of 
insurance. It is to be noted that the use of open-end provisions in 
insured mortgages would in no way alter the pesto of the 
mortgagee, in the event of foreclosure, to make available to FHA a 
satisfactory title in exchange for debentures. FHA will tackle the 
dev elopment of the open-end mortgage with determination. We rec- 
ognize, however, that there will be many problems and that time and 
patienc e will be required to make it a really effective tool in the housing 
program. 

Section 128 extends the section 803 military housing program to 
June 30, 1955. 
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A further modification of the operation of the FHA insurance 
programs is provided in section 201 of S. 2938, where authority is given 
to the President to establish interest rates and financing charges for 
various FHA programs. That section permits maximum interest 
rates for FHA-insured mortgages to be established within a limit of 
214 percent above the estimated average yield on outstanding Govern- 
ment bonds with maturities of 15 years or more. This is a maximum 
limitation which would have been adequate for all FHA operations 
in the past. A chart has been distributed to the members of the com- 
mittee showing the relation of this limitation to the actual maximums 
in effect under section 203 over a period of 10 years. The same chart 
also indicates that a similar maximum based on a 2-percent spread 
above the yield on long-term Government bonds would not have been 
adequate for much of the period from 1945 to 1950 to have allowed the 
actual limits to have been in effect. 
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Senator Maypank. Mr. Chairman, might I ask a question there? 
How far have you gone in solidifying the military housing program 
or putting it under FHA? I mean, for instance, on some forts the 
Army engineers built homes to be rented to officers and the FHA lent 

oney on the same basis. 

Is there any unification of that program as yet? 

Mr. Hotziypay. Mr, Cole, do you know? 

Mr. Coitz. Senator, you are talking about the so-called Maybank- 
Wherry Act, title VIII. 

Senator Maysank. That is right. 

Mr. Cotz. We are not attempting to justify the continuation of it. 
We do understand there are some problems in connection with it. The 
military will be testifying on this legislation. They have a number 
of installations in which they have been processing the problem of de- 
termining how many houses they may require. So far as the agency 
s concerned, we do not have sufficient firm information upon which 

e can justify a request for continuation of the program. That 

formation will be presented to your committee by the Defense 
Department. 

Senator Maypank. I know that. We spent a long time with that 

ll over here, as you know. The thought I had would be on places, 

you know, where the FHA had made a loan, and the houses or 

artments were built at far less expense to the Government than 
what the Army engineers had done, because you had your local con- 
tractors and constructors on the job. One place I know, I saw a house 
that cost $25,000 built by the Army engineers, that cost $15,000 on 
FHA, within, I would say, a half a mile of each other. 

Mr. Corn. Yes. I think the so-called Maybank-Wherry Act, in 
which the Senator was interested. 

Senator Maypank. At the time it was a good thing to get the land 
away. What we were trying to do was to get the land away from the 
engineers so houses could be built on it. Under that plan, as you know, 
FHA went in and also the engineers. In most instances that I have 
seen, the FHA did a better job than the Army insofar as money was 
concerned, 

Mr. Corr. What I started to say was that very thing: That we be- 
lieve the Maybank-Wherry Act was a very effective tool to provide 
housing for military installations. There may have been, and, of 
course, Were, as you were discussing with Commissioner Hollyday, 
some specific instances about which there was criticism. 

Senator MaypanKk. I didn’t mean to criticize exactly, but if you 
get the Army engineers 400 miles away to build a couple of barracks 
or houses, you couldn’t expect them to compete with the FHA peonle. 
You couldn’t do it. You are trying to consolidate it with the FHA 
loans wherever possible. 

Mr. Corr. Yes. 

Senator Maypank. The law is in to get the land. That was our 
idea, to get the land on the reservations. 

Mr. Corr. Yes, sir. 

Senator Maypank. I wish you would keep after that, Mr. Com- 
missioner, because wherever you operate you can certainly save money 
where you have got local people rather than bringing the Army engi- 
neers in. In one instance I believe they were brought in 500 miles. 

Mr. Corr. Yes, sir. 
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Senator Maynanx. That was some small job. It is different if you 
are going to build a “$15 million airbase or something of that kind. 
I don’t mean that, but where you have some $60,000 duplex apartment 
or something of that nature to be rented. 

Mr. Hotiypay. Yes, sir. 

Transfers and consolidation of insurance programs. 

In order to simplify and improve the effectiveness of FHA opera 
tions, several consolidations of insurance programs are proposed by 
S. 2938. In none of these cases is it intended to alter the character 
of the insurance programs consolidated. In the specific case of sec- 
tion 8, which is proposed to be absorbed by section 203, it is expected 
that the program will be improved by virtue of increased availability 
of mortgage money as a consequence of the consolidation. 

Section 8 is to be absorbed substantially intact into section 203. It 
is our intent and conviction that the program will be even more ef- 
fective if it is an integral part of our title IT operations. Legis 
latively, the only actions required are the termination of section 8 as 
provided i in section 103 of the bill and the provision for monthly serv- 
ice charges in section 106 of the bill. Other adaptations of section 
203 procedures with respect to property standards and case processing 
which are necessary in adapting section 203 to the section 8 program 
can be and will be accomplished by administrative action. 

It will be of interest to the committee that the recent improvement 
in the availability of mortgage money has already led to significant 
increases in section 8 applications and it is expected that consolida- 
tion of the program with section 203 would further expand activity. 

Section 110 of the bill provides for transfer of the disaster home loan 
operations of the section 8 program to section 203 without change. 

Section 124 transfers to title II, into a new section 222 of the Na- 
tional Housing Act, authority for insurance under section 203 or sec- 
tion 207 for all classes of mortgage insurance transactions presently 
authorized under section 610—publicly owned housing sold with pri- 
vate financing—insurance of refinancing mortgages under section 608, 
section 903, and section 908, and insurance of mortgages assigned to 
the Commissioner or acquired by him in sale of acquired properties. 
The authority to insure mortgages assigned to the Commissioner con- 
stitutes a new authority which is desirable in the economical liquida- 
tion of these mortgages without necessity for FHA foreclosure and 
sale of the property, when in the best interest of the Government. 

Senator Maypanx. Let me ask something if I might, Mr. Chair- 
man, with your permission: Would that cover the case of the letter 
that I wrote you, where the university desires to buy some property 
and pay more than the public housing has in it? 

Mr. Corr. No, it would not, Senator. 

Senator Maysank. Thank you. 

Mr. Hotiypay. In order to increase the efficiency of FHA opera- 
tions and terminate programs which are no longer justified, S. 2938 
proposes in section 108 the termination of special provisions for farm 
housing mortgage insurance under section 203 (d); section 126 pro- 
poses termination of special provisions for insuring prefabricated 
housing loans under section 609 and construction loans for groups of 
single-family houses for sale pursuant to section 611; section 127 pro- 
poses termination of the title VII program for insurance of the yield 
on equity investments in rental housing. 
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Che Title VII program has had no insurance activity in the 6 years 
e program has been available. It appears that any situation suitable 

‘yield insurance can be equaly well or better handled with a mort- 

ove insurance transaction. 

rhe programs provided by sections 609 and 611 have both had very 
ttle use in nearly 6 years and are therefore recommended for 
ermination. 

Che farm housing program of section 208 (d) has been virtually 
noperative for many years. In more than 2 years since January 1952 
nly 4 mortgages have been insured. 

Senator Maypank. Might I ask if there is any suggestion on your 
art why that has been the case? 

Mr. Hottypay. I think, Senator, the answer is easy in that the Farm 
Home Administration does the same job, and is in a position to take 
better care of the farmers’ interests 

Senator Maysank. What about the great reduction of HFA this 
ear’ For instance, as a member of the Appropriations Committee I 
m aware of the fact they have sent down a recommendation it be cut 
s414 million in operating expenses alone. I have had some talk with 
Senator Young, chairman of the agricultural subcommittee of appro- 
riations, of which I happen to be a member and we are quite con- 
erned about it. Do you think their reduction in force of $414 million 

ay bring back some of these or don’t you? 

“Mr. Hottypay. That must be the Farmers’ Home Administration. 

Senator Maypank. That is what I am talking about. They cut that 
$414 million. 

Mr. Hotiypay. I am not in position to answer that. 

Senator Maynpank. I wondered if those offices were closed up if some 
f it might come back to these titles in the housing bill. That is all 
right. I just was curious to know. 

Mr. Hotiypay. I don’t know, sir. 

Senator Bennett. I would like to ask a question, Mr. Hollyday, re- 
varding these prefab housing loans. Have we reached the point where 

it industry is able to stand on its own feet ? 

Mr. Houtuypay. Yes, sir. They are in excellent shape. There are 
ore than 50 prefabricators that belong to the industry. They are 
apidly increasing their service to the community. T he “y are ti aking 
ilvantage of tf his title I, section 8, and we are hope ful in FHA that 
they will be able to take care of the smaller communities that are in 
need—great need—of housing. I think that they are going to expe- 
ence—well, as they express it themselves, that they are about to pass 
hrough the sound barrier. 

Mr. Cotz. Senator, I know in addition to FHA insurance programs, 
hat you also have in mind the fact that Congress heretofore author- 
ed direct loans to prefabricated manufacturers, or manufacturers of 
refabricated houses. 

Senator Bennert. That is right. 

Mr. Coie. We terminated as of this year. We have not made any 
idditional loans, and we are now imjuriating the program. We don’t 
elieve—put it this way—we believe as Mr. Hollyday has said that 

the industry is now on its feet, and that there is no further need for 
iny Government loans to assist the manufacturers of prefabricated’s 
in the future. 
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Senator Bennerr. The loans originally were for the purpose of 
supplying capital out of which to build the manufacturing facilities. 
They now have those pretty well built ? 

Mr. Coir. Yes. We think so. 

Mr. Hotiypay. Yes, sir. I would be quite confident in replying 
in the affirmative. 

Senator Bennerr. What about this interim financing problem? 
Do they have that licked, too ? 

Mr. Core. It is the same thing. We are liquidating that. There 
are a few yet that have loans that are active—no additional loans 
are being made to them; it is a process now of project completion and 
most of them have been quite satisfactory. Some of them have not. 

Senator Bennerr. You no longer feel that it is necessary to main- 
tain provisions in the law specifically for the benefit of the prefab- 
ricated housing manufacturers ? 

Mr. Coir. If you are speaking of the direct loans, definitely no. 

Senator Bennerr. That is what I had in mind. Thank you. 

Mr. Hotiypay. Technical amendments and refinements of existing 
programs. 

The remaining provisions of title I of S. 2938 consist of technical 
amendments and improvements of various existing programs. 

Section 102 provides for closing the accounting records pertaining 
to title I property improvement loan insurance prior to June 30, 1939, 
and authorizes the investment of surplus funds of the revolving title I 
insurance fund in Government obligations, as is now permitted for 
surplus funds of all other insurance funds. 

Section 107 and section 116 limit the use of debentures for payment 
of premiums to the insurance funds which issued the debentures. 
This provision extends to the MMI Fund and the Housing Insurance 
Fund the same provisions which apply to all other programs but 
which have not in the past been applicable to these two funds because 
of an oversight at the time the second of these two funds was created 
in 1938 supplementing the single fund established under title II 
in 1934. 

Section 109 removes a requirement for a special certification in 
connection with each refinancing loan transaction stating that the 
holder of the existing mortgage has refused a refinancing loan on 
equivalent terms. 

Section 111 permits inclusion in home-mortgage debentures of (1) 
amounts paid by mortgagee for internal-revenue stamps on convey- 
ances required to obtain benefits of insurance; and (2) foreclosure ex- 
penses up to two-thirds of such costs or $75 whichever is greater for 
all mortgages covering 1- to 4-family dwellings, which allowances are 
now permitted only as to special programs; and (3) permits convey- 
ance of title direct to FHA by mortgagor or by trustee or by sheriff, 
rather than to the mortgagee and then to FHA, and thereby avoids 
duplication of conveyance costs. This would accomplish only a me- 
chanical change and would not change basic procedure or in any 
manner increase the liability of FHA under the insurance contract. 

Section 113 transfers from section 205 to section 204 a paragraph 
which is no longer appropriate to section 205 in view of the revision 
of that section provided by section 114 of this bill. 

Section 117 is a clarifying amendment to section 207 to remove any 
question as to the inclusion of necessary foreclosure costs, costs of 
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quisition, and costs of conveyance to the Commissioner in the cer- 
ficate of claim, consistent with the other rental housing programs. 

Section 118 extends to multifamily projects insured under section 
220 the labor standard provisions of section 212 which are now appli- 

ible to the other multifamily programs under the National Housing 
\ct. 

Section 120 removes from the National Housing Act the mandatory 
requirement that an Assistant Commissioner gor Cooperative Housing 
be appointed. This action is recommended to be consistent with the 
action of the Congress in terminating this provision with the follow- 
ng proviso in the Independent Offices Appropriation Act for fiscal 
year 1954 (reading) : 


Provided further, That the position of Assistant Commissioner, established 
pursuant to section 213 (f) of the National Housing Act, as amended, is no longer 

ithorized. 

Section 122 extends the provisions of section 219 of the National 
Housing Act to the section 220 Housing Insurance Fund so that 

ssets of various other insurance funds excepting the MMI Fund can 
be made available if required by the operation of this program. 

Section 129 terminates new insuring activity under the title [IX 
defense housing program. 

Section 802 of S. 2938 repeals the requirement for an annual report 
from the FHA Commissioner to the Congress and provides instead 
for the HHFA Administrator to make such a report. 

Thank you, gentlemen. I will be delighted to try to answer any 
further questions. 

Senator Bennerr. Let me take you back to page 17. I think the 
record might well contain some information about your experience 
with respect to foreclosure expenses. 

Section 111 now will provide that there may be included in the 
mount of the debenture, two-thirds of the foreclosure expenses, or 
+75, whichever is greater. 

How did you arrive at the $75? 

Mr. Hoitiypay. May I ask the staff to answer that, please, sir? 

Mr. THornton. The $75 figure is a figure which has been in sec- 
tion 203 with respect to mortgages insured pursuant to section 203- 
B-2-D, so we are merely making the same provision applicable to all 
mortgages insured under section 203. The $75 figure was put into 
the legislation in 1948 or 1950, and was intended to cover the fore- 

losure costs in the typical minimum cost state. It does not cover 

e foreclosure costs in a great many of the States, which in some 
States costs can run up to five or six hundred dollars in an individual 
Case, I believe. 

Senator Bennerr. Is this two-thirds alternative a new one? 

Mr. THornToN. No. That is the same provision that is also in 
section 203-—B-2-D. 

Senator Bennerr, Your experience over the years would also indi- 
cate it is adequate in one respect and not excessive in another? 

Mr. THornton. Yes. That is what we are trying to do, of course, 
to strike a proper balance. Retaining some measure of coinsurance 
so that the mortgagee has to carry some of the burden of loss in those 
cases where the FHA acquires the property. If the cost of foreclosure 
runs in excess of $75 then the mortgagee has to bear one-third of the 
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cost and in addition, any costs which we will not approve, and also any 
interest losses which they have. 


Senator Bennerr. If the cost runs—if $75 is higher than two-thirds 


of the cost, then the mortgagee has to pay the difference ? 

Mr. THornron. Only if there is excess above $75. 

Senator Bennett. Have you any way of knowing whether this $75 
is adequate or is excessive in most cases # 

Mr. Houiypay. I think, Senator, there would be no question it is 
inadequate in most cases. Quite a few of the insurance companies 
have advised FHA that they are not in the program because of the 
large costs that are involved in foreclosure, and that as compared, 
for instance, with doing VA business where the entire foreclosure 
cost is absorbed, that is quite a handicap or has been to operating in 
the FHA program. 

Senator Bricker. They are paid in cash, in the VA insurance, 
instead of debentures? 

Mr. Hottypay. Yes, sir; not only that, but although I am not too 
familiar, Senator Bricker, with the VA costs, I have been advised 
by several of the insurance companies of the very large disparity 
against doing business with FHA insofar as absorption of foreclosure 
cost by VA is concerned. 

Senator Busn. Senator, did the Commissioner give us these ? 

Senator Bennerr. They were referred to in the Commissioner's 
testimony. I can’t quickly identify the page. Maybe you can. 

Mr. Cote. This is the chart, Senator, having to do with the rates 
of interest, the statutory rates of interest, and the projection of the 
maximum rates of interest under the proposal with a ceiling at 21/ 
percent above the long-term bond rate. As Commissioner Hollyday 
explained, this chart discloses that if the rate had been only a 2-percent 
spread instead of a 214 epercent spread that there were a number of 
reriods here where the 2-percent spread would have been insuilicient, 
as Mr. Hollyday explained, to meet the needs of the market. 

Senator Busu. It hasn’t in the last few years. 

Mr. Cote. That is between 1945 and 1950. 

Senator Busu. There the FHA rate is favorable as compared with 
the 2-percent spread; is it not? 

If you follow that across, in the last 3 years the spread has been 
unfavorable to the FHA rate; is that right ? 

Mr. Corr. No. 

Senator Busn. If you are talking about the 2-percent spread being 
financed 

Mr. Corr. Only between 1945 and 1950. 

Senator Busu. So what this would lead me to conclude, is that the 
FHA rate at 414 percent is still unattractive on a historical basis. 

Mr. Coir. Except, Senator, as you notice, the chart shows a down- 
ward trend and there has been a definite improvement in the market 
since the first of the year, or even before that. 

Senator Frear. May this be put in the record, Mr. Chairman ? 

Senator Bennerr. Yes. The reference to this chart is on the bot- 
tom of page 14 of Mr. Hollyday’s testimony, and unless there is objec- 
tion, | would ask the reporter to insert the chart in the record at that 
point. (See p. 122.) 

Mr. Core. ‘The only purpose is to show that the 214-percent spread 
is necessary—the 214-percent spread suggested by the Commissioner. 
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Senator Bricker. The rate to be fixed by the President? 

Mr. Coie. For the ceiling; yes. 

Senator Busn. But actually, if the 214-percent spread were ob- 
served, this dotted line would be on top of the black line; would it not ? 

Mr. Cote. No. This is a ceiling, Senator. This is not a rigid for- 
mula for fixing the rate. This is the ceiling—the maximum. 

Senator Bennerr. This is the maximum ceiling to which FHA can 
raise its interest rates ¢ 

Mr. Coir. That is right. 

Senator Bricker. Within which the President would be able to ad- 
just the interest rate to meet the demand of the market. 

Mr. Cois. That is right. 

Senator Bennert. In the past we have had an ary percentage 
ceiling—currently 5 percent, even though the rates are below that. 

Mr. Cots. Five with a possibility of FHA Commissioner raising it 
LO SIX. 

Senator Bennett. Instead of making A fixed percentage ceiling they 
have made a movable ceiling by relating it to the rate that the Govern 
ment pays on long-term loans for its money, and this would allow 
them then to move within 214 percent above the maximum rate that 
the Federal Government paid at any time for long-term money, so it 
ves you a variable ceiling instead of a fixed ceiling. 

Mr. Coir. That is right. 
Senator Busu. It shows the mortgage rate is well within the so- 
called ceiling. 

Mr. Cour. Yes. 

Senator Bennett. It has been that way. 

Senator Busu. My point is—and I am trying to explain it—if the 
2 percent spread is considered to be a normal spread, we are well within 
that and the FHA rate isn’t attractive on a comparative basis to in- 
vestors. Is that what this is supposed to show? 

Mr. Corr. No. 

Senator Bennett. There has never been a 2 percent relationship. 

Senator Busu. That is right here. 

Mr. Cote. No. The only purpose of this is to show a 2 percent 
would have not been sufficient over this period of time: that a 2% 
percent spread is necessary to give the necessary flexibility. That is 
the only purpose of the chart. 

Senator Bricker. In 1950 it would have been adequate. 

Mr. Corr. Yes. There is a period there. 

Senator Bennett. It is an arbitrary assumption. This shows you 
what would happen if they recommended 2 percent as compared to 
what might happen if they recommended 21 

Mr. Corte. That is right. 

Senator Bennert. On the theory you had better have an adequate 
margin they are recommending 21% rather than 2 because there were 
times in the last 10 years when the 2 percent would have been in- 
adequate. 

Mr. Cotg. That is right. 

Senator Bennert. I would like to go back again to the question I 
started to raise with respect to the allowance for foreclosures. As 
this language is written—and, of course, this is an explanation of the 
bill, rather than the language of the bill itself—it would permit the 
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FHA to obligate the Government or obligate itself to pay up to two- 
thirds of the cost of foreclosure which might go as high as $400 or $500, 

Mr. Hotiypay. That is right. 

Senator Bennerr. In your opinion, is that reasonable or does that 
encourage some of these States to develop high foreclosure costs? 

Mr. Hotiypay. We do, about 25 percent of the new housing starts 
each year. I don’t believe FHA operations would influence materially 
the attitude of the States. I think what we have to be influenced by 
is the fact that the States are not inclined to change their foreclosure 
laws and that in order to and attract money to FH A second mortgages, 
it is necessary for us to say to the mortgagee, “We will absorb this two- 
thirds amount.” This has been tested out enough, I think, for us to 
know that in the opinion of the mortgagees, who do a great deal of 
business with us, that that is going to be necessary. 

Senator Bennett. What has been your experience with FNMA? 
They have a lot of foreclosures. You ought to be able to get an average 
cost of foreclosure there. 

Mr. Corr. Senator, FNMA is the next subject up. Mr. Baughman 
will be here immediately and will be glad to answer that question or 
if you prefer now he is right here. 

Senator Bennerr. Let’s ask the question while Mr. Baughman is 
on his way up. 

Mr. Bavcuman. Our fees in connection with foreclosures are con- 
tracted for with the individual attorneys in the individual States 
where the foreclosures take place. We negotiate a fee in connection 
with the foreclosures. We have established fees on the smaller un- 
contested foreclosures, and on the mortgages covering large scale hous- 
ing we negotiate the fees. 

Senator Bennerr. On the general run would your costs approxi- 
mate $75, or would they run substantially higher than that? 

Mr. BaucuMan. Some States are substantially higher than that. 

Senator Bennerr. Then, this is entirely controlled by the local 
State law over which you have no influence ? 

Mr. Baveuman. That is right. 

Senator Bricker. It isn’t controlled by laws. It is controlled by 
attorneys’ charges. 

Senator Bennett. I wasn’t going to say that because I am not an at- 
torney and I don’t want to embarrass the rest of the members of the 
committee. 

It is your feeling if you were to put a dollar limit on this thing that 
you would have difficulty in some of the States ? 

Mr. Hotiypay. I have no hesitation at all in saying that that is the 
case. We would have real difficulty in many States if we didn’t ab- 
sorb in our general operation this foreclosure cost. 

Mr. Coir. Senator, may I say, I think it works on an overall basis 
pretty well. There are some areas with which I am personally very 
well familiar where foreclosure costs are extremely low, and there are 
some areas where they are moderate, some where they are a little 
higher, but they are pretty well regulated on the basis of practice, by 
competition, by the local bar associations, and it would be very difficult, 
either for FNMA or for FHA to attempt to arbitrarily set a figure 
which would suit all of the local conditions throughout the country. 
That would be my judgment. 
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senator BRICKER. In most of the cities where you have foreclosing 
where there is need for housing of this character, where you make your 

urance. the foreclosure fee would be far in excess of $75; two-thirds 
of it would be far in excess of $75. 

Mr. Coir. That is right. 

Senator BeENNerr. Maybe the Government’s percentage is too high. 
Mavbe it should be a 50-50 deal. 

\ir. Coie. Certainly we are willing to reexamine it. 

Senator BrRIcKER. I think the local authorities in case of foreclosure 

ould be very reluctant to assume more than one-third of the fore- 

losure costs. 

Senator Bennett. I think it is well to have this information in the 

cord because we eventually will get to consideration of that par- 

lar section, 

| have no further questions, Mr. Hollyday. 

Senator Maypank. Mr. Chairman, I would like to ask Mr. Cole a 
question. This morning you had a recommendation in here for ad- 
vance planning of $10 million. 

Mr. Coie. Yes. 

Senator Maypank. I haven’t kept up with the House bil! and again 
I wouldn’t ask you to divulge anything because I know the friendly 
feeling between the House and Senate. I was talking to Senator Sal- 
tonstall this morning about the independent offices meetings and I am 
wondering if you all asked the House for funds for facilities this year. 

Mr. Cotn. For communities facilities? 

Senator MayBpank. Yes. 

Mr. Cotxz. No. 

Senator Maypank. You haven’t asked for any this year? Last year 
we appropriated on the Senate floor some $25 million to be loaned to 
communities. 

Mr. Corr. That is right—no loans and no grants. 

Senator Maypank. With the understanding the President was to 
designate an agency. 

Mr. Coxig. I did not quite understand that. 

Senator Maynank. My information is the President hasn’t desig 
nated any agency despite the unanimous vote. 

Mr. Coie. I didn’t understand. Is it small business or is it the old 
RFC public agency loan ¢ 

Senator MAypBank. No. It used to be there. We believe small 
business had nothing to do with it. 

Mr. Coin. Now I understand the program. 

Senator Maypank. It was that. We figured in the conference if 
smal] business was going to take part of their money and it was limited 
enough, in my judgment, that that would be a mistake so we left it 
fo an agency for the President to designate. I understand the Direc- 
tor, in his wisdom—recommended to the President not to designate an 
agency. 

Mr. Coir. I don’t know about that. 

Senator Maypanxk. That is what they told me. As a matter of 
fact, that is what they told Senator Smathers, too. What I am leading 
up to is this question: I have had numerous requests from communities 
in various parts of the Nation that are unable to sell bonds because 
of constitutional requirements, because of local laws, and so forth. 
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The clerk of the committee has the number, I believe. I sent them 
down. Most of them are in Florida, aren’t they? 

Mr. McMurray. A great number of them. 

Senator Maysank. They can’t sell these bonds. You have houses 
down there to finance. Since the law prohibits them from selling bonds 
to build sewer lines or water mains, and so forth, I would ask you 
this: That doesn’t enhance any of the property that you have got for 
any of your FHA loans because you have no sewers or water? 

Mr. Core. No. 

Senator Maysank. That is what I wanted for the record. Natural- 
ly, following that, you would agree that somebody ought to be desig- 
nated to enhance your property / 

Senator Bennett. Mr. Senator from South Carolina 

Mr. Coir. Do you want me to answer the question ? 

Senator Maysank. My friend wouldn’t say no because he knows the 
thing is right and the President knows it is right, too, but our friend, 
Mr. Dodge, has got this thing mixed up, as I said the other day, because 
Senator Bricker and Senator Capehart and everyone voted for these, 
where on certification they couldn’t borrow any money. The law 
stopped them from borrowing $25,000 or $15.000 to build a sewer or to 
build a road and if I have embarrassed my good friend I will with- 
draw what I said, Mr. Commissioner, but since your property is not 
enhanced and since the small towns in Florida need the sewers facil- 
ities to help the law along, we will put it this way—well, we will say 
it hasn’t enhanced the property. 

Mr. Cote. That is right. 

Senator Bennerr. The Senator from Utah is very much interested 
in this new philosophy that it is the obligation of FHA to enhance 
the property on the Government’s money. 

Senator Maynank. It is limited to $25 million. Our good friend 
said the FHA wouldn’t be enhanced very much—a billion and a half. 

Senator Bennerr. I call the attention of the Senator from South 
Carolina to a billion and a half that was defined as a little bit. Out 
in the West we don’t talk about a billion. We talk about 2 bits, so 
now 3 billion is 2 bits. 

Mr. Hotiypay. Does that have to stay in the record, sir? 

Mr. Corr. I am sure it was an offhand remark. 

Senator Bennetr. I am sure. It allows the committee a little 
relaxation. 

Does the HHFA have any evidence that there is a strong demand 
for this type of community loan which is not now being satisfied ? 

Senator Maysank. Mr. Chairman, there is not a strong demand. 
It is only 25 million for the whole United States. 

Senator Bennett. I will change my words. Are there many in- 
stances in which there are demands? 

Mr. Cour. There are some instances in which there is a demand, 
Senator. If the Senator would like, we would provide for the record 
a statement concerning those instances of demand. 

We felt in not recommending it that, truthfully, there comes a time 
when these sort of programs must end. 

Senator Maynank. No. He was talking about the loans. 

Mr. Corr. Not the community facilities? At first I thought it 
was defense-community facilities program. 

Senator Maysank. I questioned about the loans. 
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Senator Bennetr. I am talking about the matter raised by the 
Senator from South Carolina. 

Senator Mayrank. We appropriated $25 million for the President 
to designate. 

Senator Sparkman. Of course, only a very small portion of that 
would affect your program anyhow. 

Mr. Corr. That is right. 

Senator SparkMAN. He would not be prepared to speak for the 
olume because lots of them are not connected with housing at all. 

Mr. Corx. When I said we would furnish it for the record, I was 
hinking of defense community facilities. 

Senator Bricker. About the only place you would have any demand 
for community loans would be in the case of a small community, a 
rapid buildingup, due to the installation of war facilities? 

Mr. Corx. That is right. 

Senator Frear. That isright. I know of one. 

Senator Maypank. I might say these loans—there is only $25 mil- 

authorized, and they would be for waterworks, with surface 
irges put against the person who uses the water—are pretty good 
ans. The trouble with the towns, that they can’t float the bonds, 
s because it is against the State constitution or local law. That is 

e only reason, | am told. They have used up the identification—— 

Senator Bricker. Of the income-bearing bonds. 

Senator MayBpank. Yes, sir. 

Senator Bennerr. The Senator from Delaware. 

Senator Frear. The question which I am about to ask may not have 
. direct bearing on the question just answered, but I would like to ask 
this of Mr. Cole, with your permission: Several years ago, when the 
ection 608 loans were being made, we had considerable trouble with 
the contractors being able to construct their buildings on 90 percent 
or less of the price specified by the appraiser, or some other Govern- 
ment agency. 

Now, I understand under section 908—I am not just sure of that 
ection—that there are coming in complaints the same as we had under 
ection 608. 

Are you in a position to determine whether these people are making 
a profit beyond the 10-percent mortgage that they have in it? 

Mr. Corr. Let me say that there have not been any complaints made 
to me, as Administrator, to have an opinion on it. Taking the section 
608 experience into account, I remember, when I was on the House 
Banking and Currency Committee, we put title 9 on a valuation basis. 
We also wrote in a certification provision designed to prevent any 
mortgaging out. I don’t know whether Mr. Hollyday has had com- 
plaints on the section 908 program or not. I have not. 

Senator Frear. If I am permitted, Mr. Chairman, to offer to Mr. 
Cole, or to whomever he may designate, a specific instance—I don’t 
mean today, but I can, in writing—would you investigate it and let 
ne know about it, please ¢ 

Mr. Hottypay. Yes,sir. We will be glad to do it. 

Senator Frear. I will give you the information. 

Senator Bennerr. The clerk has reminded me that in the bill passed 
n 1951 there was an amendment which was intended to eliminate that, 
ind if it did not eliminate it, I think the committee would be inter- 
‘sted in knowing also. 
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Are there any other question ? 

Mr. Hotuypay. Mr. Hollyday, thank you very much for your ad- 
vice. We will hear from Mr. Baughman. 

Mr. Coir. Mr. Chairman, I will proceed. 

Mr. Stanley Baughman, president of FNMA, Federal National 
Mortgage Association, is on my left, and Mr. Reid, general counsel. 

We are back on page 12 of my statement; beginning at the bottom 
of page 12, secondary mortgage credit fac ility. 

I believe there isa strong consensus as to the necessity for a sec- 
ondary mortgage credit fac ‘ility. Yet, despite the agreement as to 
need, I doubt that there is any other area where there would be 
greater difficulty in developing a proposal which would be completely 
satisfactory to all the various groups which have a substantial interest 
and concern in this matter. 

In my judgment, however, the provisions of the bill dealing with 
the secondary mortgage credit facility represent a constructive ap- 
proach to this diffi vult problem and would provide a sound and sensible 
basis for meeting it. 

Principal functions—The bill would recharter FNMA, the existing 
Federal secondary credit facility for Government- guaranteed or -in- 
sured home mortgages. It would provide for the capitalization and 
operation of FNMA under its new charter, and would assign to it 
three distinct principal functions: First, secondary market functions; 
second, special assistance operations providing for direct Government 
assistance for certain types of mortgages or for certain periods of 
time; and third, management and liquid: iting functions with respect 
to the present mortgage portfolio now held ‘by FNMA. 

To carry out these ‘three functions, FNMA would be authorized, 
subject to the limitations prescribed by the bill, to purchase, service, 
or sell home mortgages insured by the Federal Housing Commis- 
sioner or gut yranteed or insured by the Administrator of Veterans’ 
Affairs. 

No mortgage could be purchased at a price exceeding 100 percent 
of the unpaid principal amount of the mortgage, and no mortgage 
could be purchased if the original principal amount thereof exceeded 
$12,500 for each family dwelling unit. 

Secondary market functions—The bill provides that the secondary 
market operations of FNMA shall be confined, so far as practicable, 
to mortgages which are deemed to be of such quality, type, and class 
as to meet, generally, the purchase standards imposed by private 
institutional mortgage investors. 

FNMA’s activities must meet two principal objectives: First, to 
avoid excessive use of its facilities; second, that its secondary market 
operations should be wholly self-supporting. In brief, these func- 
tions would constitute a true secondary market, with FNMA pur- 
chasing only those mortgages which are generally marketable, and 
otherwise carrying on a business- -type operation. 

FNMA would be prohibited from purchasing any participations 
or making advance commitments in connection with its secondary 
market functions, except that, in the discretion of the Board of Di- 
rectors, it could make advance commitments for purchase of an amount 
of mortgages equal to an amount of mortgages sold to the lender to 
whom the advance contract would be issued. 
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The bill provides that FNMA would have nonvoting capital stock. 
Phe initial issuance of stock would be subscribed for by the Secretary 
of the Treasury in an amount equal to the sum of the present capital 

tock of the existing Federal National Mortgage Association and its 
paid-in surplus, surplus, surplus reserves, and undistributed earnings 
is of the close of a cutoff date to be within 60 days following the effec- 
tive date of the bill. 

It is estimated this will amount to approximately $70 million. The 
Secretary of the Treasury would ae ntitled to receive cumulative divi- 
dends on the capital stock held by him for each fiscal year until it is 
retired, at rates determined by him at the beginning of each fiscal year, 
based on the current average interest rate on outstanding marketable 
Government obligations. 

Senator Bennerr. You say “based on.” Do you mean equivalent to ? 

Mr. Coir. For prac tical purposes, it would be. It isa general euide 
to the Secretary of the Treasury in fixing the rate at a level calculated 
to return to the Treasury the full cost of the money it furnishes. 

Senator Bennerr. What would the current rate be on that basis? 

Mr. Baveuman. Two and one-eighth, or something like that. 

Mr. Coir. About two and one-eighth. 

Senator Bricker. May I ask one question in regard to the second 
paragraph where you say, “FNMA would be prohibited from pur- 
hasing any participations or making advance commitments in connec- 
tion with its secondary market functions, except that, in the discre- 
tion of the board of directors, it could make advance commitments for 
purchase of an amount of mortgages equal to an amount of mortgages 
sold to the lender to whom the advance contract would be issued” ? 

I don’t quite understand that. 

Mr. Corr. That is an erence oie for the FNMA to continue, if 
the board of directors desires, a 1-for-1 program which is now in oper- 
ation. In other words, to od the revolving, the turnover of mort- 
gages held in the portfolio, and to assist lenders and builders to have 
\ firm commitment with which they can plan, with assurance, future 
construction. It makes it possible for one who buys a mortgage from 
IK NMA to secure a firm commitment, a binding contract, that he will 
have an opportunity to resell to FNMA a like dollar amount of mort- 
gages, 

Senator Bennerr. That, in effect, gives the operator the oppor- 
tunity to take out some mortgages that may be seasoned, and 9 ice 
them with mortgages on new properties that have yet to be tested, 
that it does have an advantage to the operator from that point of view, 
but it has the protection against increasing the total amount of mort 
gage obligations ? 

Senator Bricker. Is that the only advantage that the buyer and 
obligor would have? 

Mr. Cotx. There is, perhaps, the advantage that the Senator from 
Utah mentioned. May I say, however, Senator, that on the basis of 
the operations of FNMA—let’s take the present operations—they are 
selling mortgages now which bear a 4-percent rate and purchasing 
mortgages which bear a 414-percent rate. FNMA’s operations do sea- 
son a mortgage and do make it that much more advantageous. That 
is perhaps an advantage, but that is the function of FNMA. 

The other advantage is the one which I think is more important in 
the operations and that is the firm commitment to resell to FNMA so 

44750—54—pt. 1——10 





136 HOUSING ACT OF 1954 


that the builder, lender, whoever he may be, has a firm commitment 
upon which he may definitely plan operations in the future. 

It enables him to secure interim financing. 

Senator SparkMAN. Asa matter of fact, you have been operating on 
this how long, about 6 months or 8 months? 

Mr. Core. Since July 27 of last year. 

Senator SparkMAN. It has been working very well, hasn’t it? 

Mr. Core. In my judgment, it has. 

Senator Sparkman. Particularly in remote areas, and when I say 
that, I mean areas remote from the principal money markets. 

Mr. Corr. In areas where money—— 

Senator SparkMAN. For instance, I remember, and you do at the 
home builders’ convention in Chicago when you and I were on a panel 
together, hearing those people from Arizona and New Mexico and 
Utah tell about how it had operated there. I hope the chairman 
caught that. 

Senator Bricker. Utah isn’t remote, is it? 

Senator SPpARKMAN. Out in those areas, anyhow, 

Mr. Corr. Those are the expanding, progressive areas where they 
are using their capital, using all their capital to expand their economy, 
and there are other areas which may be a little more static, but they 
have the money which we want to channel to those expanding areas. 

Senator SparKMAN. Your choice of words is much better than mine, 
much happier in choice, but let me ask you this: Those commitments 
are negotiable ? 

Mr. Coir. Not the commitments. 

Senator SpaRKMAN. I don’t mean the commitment. 

Senator Bricker. The mortgages are. 

Senator SparkMAN. When a person buys a mortgage from FNMA, 
he gets a commitment to be able to sell one. 

Mr. Coxe. That is right. , 

Senator SparKMAN. Can he not sell that commitment ? 

Mr. Coir. No. What he does—he doesn’t sell it—— 

Senator SparkMan. I was thinking of it in practical terms. I 
should have said, doesn’t he sell it ? 

Mr. Cotz. No. He doesn’t sell. 

Senator SparkMAN. He works it so, in other words, it is not ab- 
solutely fixed as to that one individual or that one location. 

Mr. Corr. Let me say this: He certainly has the right to ask other 
people to come in on the deal, on his commitment to sell mortgage or 
mortgages to FNMA and they do that. 

Senator SparKMAN. If he is in New York, it doesn’t mean the mort- 
gage he sells must be in New York. It could be somewhere else? 

Mr. Coie. That is correct. 

Senator SparkMan. In other words, it does have a rather large 
degree of flexibility. 

Mr. Corer. I think so. 

Senator Busu. I would like to pursue Senator Bricker’s question a 
moment further, because it seems to me that what happens here— 
and I would like the Commissioner to say if this isn’t true—that it 
puts the builder in a position, as you say, of getting interim financing. 
He agrees, then, to buy these mortgages in order that he can get 
permanent financing, and then what he has in the way of mortgages 
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free and clear, and he can sell them at any price he wants to. 
s that not right ¢ 

Mr. Corg. ‘The mortgages which he purchases from FNMA ? 

Senator Busu. Yes. They are his free and clear, so he can sell 
hem at a loss if he wants to. 

Mr. Corr. That is right. 

Senator Busn. My point is, it puts him in position, if he estimates 

1at he buys, he will have to sell at a loss, he is in position to estimate 

iat that can go into his costs on his new deal. 

Mr. Core. That is right. 

Senator Bricker. I can’t see if he has the money to buy the mort- 
gages, Why he wouldn’t have the money for his own interim financing. 

Senator Busn. He hasn't got the money. 

Senator Bricker. What does he buy the mortgages with ? 

Mr. Core. He acquires interim financing from a “bank, which would 
not be in position to make the long-term loan. 

Senator Bricker. He puts these mortgages up as security. 

Mr. Cote. The FNMA commitment. 

Senator Bricker. The mortgages he buys from FNMA ¢ 

Mr. Coie. He puts the FNM A commitment up. 

Senator Busy. Then, when he has to take a position, he has them 
old already through an agent. 

Senator SpaARKMAN. I would like to be certain that we are straight 
on one thing that Senator Bush asked you, because I don’t understand 
what he said to be the case that you said it was: He said that if he 

ad to sell one of those mortgages at a loss, he would be able to carry 
that loss forward as a part of his expenses in connection with a mort- 
gage on a new project. 

Senator Busu. I didn’t say that. 

Senator SpARKMAN. Will you ask your question again ? 

Mr. Cotz. We didn’t understand it that way, Senator. Maybe we 
lad better leave it to the Senator. 

Senator Busu. If the Senator will permit—what I had in mind, and 
| didn’t make it as an assertion, but rather, as an inquiry, it put the 
builder in position in planning a deal where he could see advance— 
knowing what the mortgage market is, and he knows what he has 
got to pay FNMA for his mortgages, that he has got to buy on the 

-for-1 basis; he can estimate whether he is going to have to take a 

uarket loss on his newly acquired mortgages, and put it into the 
W wheal deal, of which it is a part, into the cost of the building which 
he is going to sell. 

Senator SparkMAN. I still don’t think it is right. I don’t think 
all of the implications of your question are correct. 

Senator Busu. If it isn’t right, I would like to know what is wrong 
with it. 

Mr. Baveguman. When Senator Bush says he would put it into the 

ost of the building, I don’t think that is true. It could affect his profit 
on the operation. He could take it out of his profits on the operation. 

Senator Busu. That is the point. 

Senator SpARKMAN. If it doesn’t show up as a cost— 

Senator Benner. May I get into this 

Senator BusH. All I want to bring out, Mr. Chairman, is 

Senator SpaRKMAN. It gives him freedom of action. 
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Senator Busn. It increases his freedom of action very substantially. 

Senator Bennerr. While it does not affect his costs in relation to 
the financing with FNMA of the new mortgages, it undoubtedly would 
aro the price he would put on the house when he is attempting to 
sell it to the ultimate purchaser. He has got to get enough for the 
olin to cover his loss on this financial transaction he has made in 
order to get new financing in order to build the house in the first place. 

Senator Busn. Yes. 

Senator Bricker. How many transactions of this kind have you 
had ? 

Mr. Coir. Approximately $500 million, Mr. Bricker, I am advised. 

Senator Busn. One-for-one ? 

Mr. Corr. Yes. 

Senator Busn. That is a lot. 

Mr. Core. That is the limitation. 

Senator Bennerr. Is it actually exhausted, or just approaching? 

Mr. Core. It is practically exhausted. 

Senator Bennerr. I would like to remind my colleague from Con- 
necticut that if it hadn’t been for this program, FNMA would not 
have been able to take any additional—to participate in any new 
financing—because we just simply clamped down on it last year and 
provided this as the only opening by which new financing could come 
into FNMA. 

Senator Bricker. If they could sell their seasoned mortgages in the 
open market, they could use that money, couldn’t they 4 

Mr. Cote. Yes, Senator; to a point, except that last year the market 
was pretty tight and we closed down in order that we would not 
interfere with the normal market operations. 

Senator Busu. Have you been a buyer or seller of mortgages in 
the balance this year, so far ¢ 

Mr. BavucumMan. We have been a seller so far. 

Senator Busu. To what extent on balance? 

Mr. Bavcuman. [ think the first 7 months of the year we pur- 
chased $245 million in mortgages and our sales, as I said, would 
approxim: ite $500 million. 

Senator Bus. You sold twice as much as you bought ? 

Senator Maynank. You are right at your limitation. 

Mr. Baucuman. We are still obligated to buy against all those 
commitments, 

Senator Bennerr. In other words, these people have accumulated 
a purchase credit against FNMA because they have taken out $500 
niillion, but they haven’t put in the $500 million of new mortgage sc 
that there is still—— 

Mr. Cote. There will be an attrition. 

Senator Bennerr. Obviously, but you still have an obligation of 

200 million to $250 million in new mortgages to buy. 

Senator Busu. You are committed, but haven’t taken them on? 

Mr. Baveuman. That is correct. 

Senator Bennerr. You are generally committed. You are not 
committed in respect to specific mortgages. You have a general 
obligation. 

Mr. 3A0GHMAN. That is right. 

Senator Bennerr. Of that amount. 
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Senator BusH. What is your present total position in mortgages 
now ¢ 

Mr. Bueuman. In our portfolio, we have approximately $2,400,- 
000,000 In mortgages. 

Senator Busu. Is that the most you have ever had ¢ 

Mr. BauecuMman. No; it is slightly below our high. We reached 
‘lose to $2.5 billion. That was the highest we had. 

Senator Busu. How high are you authorized to go? 

Mr. BaucuMan. We have a gross authoriz: ition of $3,650,000,000. 

Mr. Cote. The bill also provides for capital funds from private 
sources. This private capital would be obtained in connection with 
the secondary market operations, but not in connection with its special 
issistance operations, or its management and liquidation functions. 

In its secondary market operations the FNMA would require each 
mortgage seller to make payments of nonrefundable capital contri- 
butions of not less than 3 percent of the amount of mortgages involved 
in any purchases or contracts for purchases. Convertible certificates 
would be issued to each mortgage seller evidencing the capital con- 
ributions made by the seller. 

After all of the outstanding capital stock held by the Secretary of 
the Treasury is retired these certificates would be convertible into 
‘apital stock of equal par value. These convertible certificates would 
not. bear interest, nor would any dividends be payable to the holders 
thereof. 

Senator Bennett. Have you ever estimated the amount of time it 
would take for this turnover from public to private ownership / 

Mr. BaucumMan. The best estimate we have been able to make so 
far, Senator, has been approximately 6 to 7 years. 

Senator Bennerr. That is fine. I wanted that in the record. 

Mr. Coir. After all the stock held by the Secretary of the Treasury 
is retired, FNMA would be authorized to issue stock directly to mort- 
gage sellers. The Board of Directors would be given power to declare 
dividends at a rate not to exceed, in any year, 5 percent of the par 
value of outstanding stock. Such divide nds would not be cumulative. 

FNMA would also be authorized to impose charges or fees for its 
services. Earnings would be transferred annually to a general surplus 
.ccounts. Provisions would also be made for the establishment of 
reserves. ‘The capital stock held by the Secretary of the Treasury 
would be retirable from funds of the capital surplus and the gener: al 
surplus accounts. Except as to stock held by 7 Secretary of the 
Treasury, capit il stock would not be retirable if, as a consequence, the 
amount remaining outstanding would be less tha an $100 million. 

To carry out its secondary market operations, FNMA would be 
authorized to issue, with the approval ot the Secretary of the Treas- 
ury, obligations for sale to the investing public. The aggregate 
unount outstanding at any one oe could not exceed 10 times the 
sum of its capital, capital surplus, general surplus, reserves, and undis- 
tributed earnings. At the time 2 issuance the total of obligations 
‘ould not exceed the amount of the cash, mortgages, and Government 
bonds held by FNMA in connection with its secondary market opera- 
tions. Such ob ligatic ns would not be guar inteed as to principal 
interest by the U nited States. 
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The Secretary of the Treasury would be authorized, in his dis- 
cretion, to purchase the secondary market obligations of the associa- 
tion, but his holdings could not at any time exceed $500 million, plus 
an amount equal to a total of the reductions in the amount of the 
existing FNMA portfolio which FNMA would be liquidating, or, 
in any event, $1 billion. 

This authority of the Secretary of the Treasury would terminate 
when all of the ec apit: al stock held by the Secretary of the Treasury 
had been retired. This provides for Treasury backup, if necessary. 
It is believed, however, that FNMA could raise funds required for its 
secondary market operations by the sale of its obligations to private 
investors without resort to Treasury borrowings. 

As soon as possible after all the capital stock of the association held 
by the Secretary of the Treasury has been retired, the Housing Ad 
ministrator would be required to transmit to the President, for sub 
mission to Congress, recommendations for legislation to transfer the 
assets and liabilities of the association in connection with, and the 
control and management of, its secondary market operations, to the 
private owners of the outstanding capital stock. 

Senator Bennerr. May I interrupt at this point, again? Could 
you supply the committee with a schedule showing how you estimated 
that it would take 6 to 7 years, with the rate per year, or do you 
have such a schedule ¢ 

Mr. Baveiman. I think we could. 

Senator Bennerr. I think it would be interesting in the record, 
during this part of the discussion. 

Senator SpaRKMAN,. I was just going to say, How does that compare 
with some of the other similar setups, such as the FDIC? How long 
does it require ¢ 

Mr. Coie. Senator, I am sure some of those considerations—— 

Mr. McMurray. Approximately 19 years. 

Mr. Corr. Entered into it and that would be part of the matter 
which we would submit to the record, if you would like. 

Senator SparkMan. You mean comparative state with the other 
agencies, Home Loan, Farm Bank Board, credit system, et cetera? 

Mr. Core. Yes. 

(The information supplied follows:) 

The following schedules are our best estimates of the financial projection for 
the proposed secondary market operation under section 304 of S. 2938. Exhibit 
A is based upon the 3-percent capital contribution provided in the bill, exhibit B 


upon a 2-percent capital contribution, and exhibit C upon a 4-percent capital 
contribution. 


The figures are projected on the basis of the same volume of business whether 
2-, 3-, or 4-percent contribution is assumed. It is possible that the larger the 
fee the smaller the volume of business the corporation may be called upon to 
do in any one year and that the length of time required to retire the Government 
stock would be correspondingly increased. 
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Repayments of capital stock to the Treasury of the United States by certain 
Government-financed corporations * 


| Amount of 
Year(s) Amount of | Year(s) in | capital stock 
; Amount of subscrip- | capital stock | which re- presently 
Name of corporation (or institution) | capital stock tion was re —— to payments | outstanding 
subscribed drawn U. 3. Treas- were aa held by 
upon ury made a 8. Treas- 
| “ury 


Federal home loan banks $124, 741,000 | 1932-37 | $124.741,000 | 1945-51 | 0 
Federal Savings and Loan Insurance 100, 000, 000 1934 23, 013, 000 1951-53 $76, 987, 000 
Corporation 


Federal land banks 235, 396, 050 1932-43 235, 396, 050 1933-47 0 


Federal Deposit Insurance Corpo- 150, 000, 000 1933 2 150, 000, 000 1947-48 0 
ration 


Banks for cooperatives 218,500,000 | 1934-45 40,000,000 | 1941 1945 178, 500, 000 


‘ “he information contained herein was obtained from the U. 8. Treasury Department as of Mar. 11, 
194, an 1 is believed to be substantially in conformity with the records of that Department. This statement 
reflects only the status of the aforementioned subscription transactions on Mar. 11, 1954, and not the legal 
detai ils originally involved in such subscriptions 

2In 

Ss 


u 41 lition, $139,299,556.94 in capital stock subscribed by the Federal Reserve banks was paid into the 


'reasury. 

Senator SparRKMAN. On page 16, you say the aggregate amount out- 
standing at one time could not exceed 10 times its general surplus, 
surplus, reserves, and undistributed earnings. 

How much would that amount to? 

Mr. Core. About $700 million initially. 

Senator Bennerr. Of the total of the capital, capital surplus, gen- 
eral surplus, is approximately $70 million ? 

Mr. Cour. At the beginning; yes. 

Mr. Baveuman. Initially, the capital stock purchased by the 
Treasury would be approximately $70 million. 

Senator SparkMan. It would start off then with $700 million? 

Mr. Bavcrman. Yes. As we had these contributions come in and 
acquired additional surplus, of course, it would increase. 

Senator SparKMAN. Do you think 3 percent is about right for that, 
or is it a little high? 

Mr. Corie. Let me comment on that. 

Senator SparkMAN. What would it do if it were 114 or 2 percent? 

Mr. Corx. That is one provision about which I personally have 
some doubt. It has been represented to us very vigorously that 3 
percent is a little high. It has been represented to us very vigorously 
that contributions should be 4 percent, because the advantages derived 
by the users of the facilities should pay a greater amount into it. 

We have been told by many sincere people that 2 percent is neces- 

sary to make it actually operate, and we rather have taken that 
position : It is almost a compromise between the figure of 4 and 2. 
The Advisory Committee wanted 4. They suggested 4. The major- 
ity members of the Advisory C ommittee said 4; a substantial minority 
of the Advisory Committee said 2, and so I suppose Cole just selected 
3 as a compormise figure. We would like to have more testimony 
presented to this committee for a determination. 

As a trial, to start off with, I am willing to take the three and say 
that it looks about as favorable a compromise, based upon the infor- 
mation which we have. We haven't any firm, definite, positive opin- 
ion about it, because it is a new procedure and a new step and it may 
take some considerable testimony or experience to approve. 
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Senator SparKMAN. I wonder when you submit the table that Sen- 
tor Bennett asked you for, if it would be too much trouble to show 
vhat the effect would be if you had, say, 2, 3, and 4? It would be 
pretty easy to work out, wouldn’t it? 

Mr. Core. We think we can do that. 

Senator Bennerr. The question has also been raised whether there 
S any advantage to having part of this as a redeemable contribution 
atherthan irredeemable. I assume your 3 percent is all irredeemable ? 

Mr. Bavueuman. Nonrefundable; yes. 

Senator SparkMaN. Is it, or is it nonretirable, only in the event 
hat by retiring it it would reduce it to less than $100 million ? 

Mr. Corr. That is correct. 

Senator Bennerr. Senator Bush. 

Senator Busu. Do I understand that in this process, in the course 
f a few years, depending on how fast it works, that this becomes a 
private association ? 

Mr. Core. That is the general purpose—the objective. That is 
ooking toward the operation as a private corporation. 

Senator Busu. The Government would still have considerable in- 
terest in it? 

Mr. Cote. The Government would not have any interest in this 
part of it. 

Senator Busn. Not in the stock? 

Mr. Coir. No. The Government stock would be retired at that 
time. 

Senator Busn. There would still be a lot of Government capital tied 
up. 

Mr. Cote. Not at that time in this operation. Remember, there is 
inother operation which we are suggesting here where the Govern- 
ment would support certain housing programs. That would not be 
a part of this secondary market credit facility, but the true secondary 
market credit facility, in our proposal, would eventually become com- 

ple ‘tely privately owned and operated and financed, and the Govern- 
nent would step out entirely. 

Senator Busu. What would happen to the $214 billion that the Gov- 
ernment has got tied up in there now ? 

Mr. Corr. That is the third operation which we are suggesting here 
which would be entirely separate from the proposal for a truly sec- 
mdary credit facility which would become private. In other words, 

there are three ope rations proposed here. 

First is the truly secondary credit facility, which we hope to con- 
vert into private operation. 

The second operation is the support process whereby the Govern- 
ment supports certain housing programs within the discretion of the 
Congress and the President, or within the discretion of the President 
in this bill. 

Third, there is the liquidation of the present FNMA portfolio. 
That is the second operation. 

Senator SPARKMAN. When you say that becomes completely private 
and the Government has no part in it, the Government will never lose 
supervision of it, will they ? 

Mr. Coir. They would not have supervision, Senator, of the private 
credit. facility, the secondary market. The Government would con- 
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tinue to have supervision of the support program the liquidating 
program. 

Senator SrarkMAn. I was trying to compare it with some of these 
other programs that we have. For instance, FDIC, or the Home Loan 
Bank program. Now, while those retire and become privately owned, 
yet the Government does keep some degree of supervision. 

Senator Bricker. The Government appoints the authority. 

Senator SPARKMAN. Through the appointment of the Home Loan 
Bank Board and it does pass certain regulatory legislation. 

Senator Busnu. Does it contemplate the Government would have 
similar responsibility in connection with the new association ? 

Mr. Coir. Senator, we have suggested, here, that we submit at that 
time to the Congress, legislation to determine how it should be op- 
erated. Frankly, from my point of view, I am willing to try to de- 
velop a facility which would be a completely private credit facility. 

Senator SparKMAN. But subject to regulation. 

Mr. Coie. Subject to whatever regulations Congress may determine 
at that time. 

Let’s get at this issue pretty clearly. There would be the question 
of whether or not a credit facility, supported by the Government orig- 
inally, and to authorize a true secondary market, if it becomes so great 
that it has such an impact upon the credit of the Nation, that the Con- 
gress would not be willing to completely turn it over. That is one 
side of it. 

The other side of it is the necessity—at least from my point of 
view—of developing private credit, private facilities, private opera- 
tions, and to alleviate the need for Government control, regulation, 
and support. 

Senator Busu. Get the Government out of the mortgage business? 

Mr. Coix. Get the Government out of the secondary mortgage mar- 
ket business. That question is not decided, and I want it carefully 
understood that that is not decided here. Our proposal is to make 
it a private credit facility. I want that clearly understood. 

Senator Bricker. The details would have to be worked out in sub- 
sequent legislation. 

Mr. Corr. Yes. 

Senator Bricker. You started a process here by which it could be 
done sometime / 

Mr. Core. That is correct. In connection with the proposed sec- 
ondary market functions of the association, there are two matters 
which, I think, merit particular consideration : 

First, as I have already indicated, the convertible certificates which 
are issued by the association to mortgage sellers on account of the 
capital contributions made by them, do not bear interest, and no 
dividends would be payable to the holders thereof. 

It seems to me that consideration should be given to providing dis- 
cretionary power to the Board of Directors to permit some return 
on the moneys paid in by mortgage sellers as capital contributions 
during the period they hold these convertible certificates and prior 
to the time when they are exchanged for capital stock which is en- 
titled to such dividends as the Board of Directors may declare. 

I suggest that the Board of Directors be given discretion to permit 
a return not exceeding the rate of return on the capital stock held by 
the Secretary of the Treasury. 
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Second, the requirement that each mortgage seller must make non- 
refundable capital contributions of not less than 3 percent of the 
‘ale ipal amount of mortgages sold a NMA may be so high as to 

npede the successful carrying out of the contemplated secondary 
market functions. It would be my hope that the testimony prese nted 
to your committee during the course of the hearings would provide 
the basis for an appropr iate determination as to the figure to be estab- 
lished for the nonrefundable contribution to be required of mortgage 

ellers. 

Special assistance operations: The bill provides that the President, 
ifter taking into account conditions in the building industry and 
the national economy, and conditions affecting the home-mortgage 
investment market, may authorize FNMA to make commitments to 
purchase, and to purchase such types, classes, or categories of home 
mortgages as he may determine. The funds required to carry out 
these special-assistance operations would be obtained entirely from 
Treasury borrowings. 

Senator Bennerr. Were these conceived as emergency situations? 

Mr. Cote. The answer is “No.” We conceive definitely a support 

of the proposed section 221 program if Congress permits it. We also 
have in mind such military housing as may be necessary, defense 
housing as may be necessary, and authorized by Congress, if any, you 
understand, in such programs. 

Two types of special assistance are authorized : 

First, FNMA could purchase and make commitments to purchase 
such home mortgages and participations therein, but the total thereof 
could not exceed $200 million outstanding at any one time. 

Second, FNMA could be authorized to enter into commitments to 
purchase immediate cash participations in mortgages and to make 
related deferred participation agreements. The deferred partic Ipa- 
tion agreements could be made only on the basis of its purchasing an 
immediate cash participation of a fixed 20-percent undivided interest 
in a mortgage and a related deferred participation agreement to pur- 
chase the remaining outstanding interest in such mortgage condi- 
tional upon the occurrence of a default. 

The total amount of such immediate cash participations—not in- 
cluding the amount of any related deferred participation agreements 
mu purchases pursuant thereto—could not exceed $100 million at any 
one time. The $100 million limitation relates to immediate purchase 
of a fixed 20-percent undivided interest in each mortgage, with pur- 
chase of the remaining interest in the event of default being excluded 
from such dollar limitation. Thus, the $100 million author zation 
would pe rmit such spec ial assistance to cover a total of not exceeding 
$500 million in mortgages. 

I have not been able to fully satisfy myself as to the desirability of 
the provisions of the bill which wouk 1 require the purchas se of a fixe al 
20-percent undivided interest in each mortgage in connection with a 
participation agreement to purchase the remaining outstanding 
interest. 

For example, if this authority were to be used to provide assistance 
for mortgages insured under the new k HA section 221 program—and 
it is intended to be available for that purpose—I can see no reason why 

lender who would be willing to make such a loan on the basis of 

deferred participation agreement by FNMA to buy the loan if it 
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went into default, would be particularly interested in disposing of 
20 percent of such loan at the time of origination, and thus propo: 
tionately reduce the return which it could earn on such a relatively 
small loan. 

Under the circumstances, it seems to me that your committee may 
well wish to give consideration to the desirability of changing this 
particular provision to make it more flexible and perhaps better suited 
to meeting conditions as they arise. One way of doing this would 
be to provide that FNMA may make deferred participation agreements 
to purchase mortgage loans, conditional upon the accurrence of 
default, without any cash participation at the time the loan is ede, 
and to authorize the association to make immediate cash participations 
of not exceeding a 20-percent undivided interest in any mortgage to 
accommodate lenders who might wish to have the association an im- 
mediate partial participant in the loan. Under such a provision, the 
appropriate dollar limitation would be $500 million applicable to 
cash participations and deferred commitments. 

Senator Bennerr. Mr. Cole, before you get into that, lets go back 
to this special assistance operation. This represents a new field in 
which FNMA would enter, is that right? 

Mr. Corr. Not quite a new field, sir. It enters the same field in a 
little different fashion. May I say there is certain authority under 
certain authorization for support, for the ap tiae we by prior com- 
mitment of FNMA, ‘This is a new approach to that proposal. 

Senator Bennerr. Taking these three considerations—and I have 
stopped you, I realize, at the end of the second one—after 6 or 7 years, 
FNMA, as a secondary market for home mortgages, would conceivably 
or might conceivably pass into private hands. 

Mr. Cote. Yes. 

Senator Bennerr. Then, this activity properly should be carried on 
in an agency with a different name and under different circumstances. 

Mr. Core. I think at that time, Senator, certainly that would be 
true. 

Senator Bennerr. So we are talking here, really, about two con- 
tinuing functions that you consider to “be proper for Federal opera- 
tion. 

Mr. Corr. Yes. 

Senator Bennetr. We must be clear all the way along that when this 
date arrives, at which the Secretary of the Treasury has sold out all 
his interest in FNMA to private participants, then that would be 
peeled off and it would be a completely different agency, no longer 
FNMA, 

Mr. Corr. That is right. 

Senator Bennerr. It would be something else, again. 

Mr. Corr. That is right. 

Senator Bennerr. I wanted to make the record absolutely clear on 
that point. 

Mr. Cotz. The provisions of the bill relating to the management 
and liquidating functions of FNMA would provide a sound basis for 
the orderly liquidation of the present mortgage portfolio, without 
disruption of the home-mortgage market and with minimum loss to 
the Treasury. At the same time, it could very substantially reduce 
the burden required of the Treasury to carry the present portfolio by 
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ermitting the substitution, as rapidly as practicable, of private fi- 
nancing for outstanding Treasury borrowings. 

To assure maximum private financing to carry the mortgages held 

| the present portfolio, FNMA would be authorized, with the ap- 
proval of the Secretary of the Treasury, to issue obligations for sale 
to the investing public. Such obligations would not be guaranteed 

; to principal or interest by the United States. The total of such 
obligations could not exceed the amount of the cash, mortgages, and 
Government bonds held by FNMA in connection with these manage 

ent and liquidating functions. 

The proceeds of any private financing would be paid to the Secre- 
tary of the Treasury in reduction of the present outstanding indebted- 

ess of FNMA to the Secre tary. KFNMA would also be authorized to 
ue its obligations to the Secretary of the Treasury in sufficient 
amount to carry out its functions in this connection. 

However, the maximum amount of obligations which could be issued 

» Treasury could never increase beyond the limit of § $3,3850,000,000 to 
aL Coonan the present portfolio and outstanding commitments for 
which authority already exists. Provision is also made for the pro- 
gressive reduction of this maximum amount by the amount of cash 
realizations from the liquidation of the portfolio, with the objective 
that the entire amount shall be eliminated as promptly as praeticable. 

[ know most of the members of the committee know and appreciate 
the very excellent job which Mr. Stanley Baughman has done since he 
has been president of FNMA. Mr. Baughman is here with me and, to 
gether, we will try to answer any questions you may have. 

Mr. Baughman is here with me and will try to answer further ques- 
tions. 

Senator Bennetr. This third provision looks to the day when 
FNMA will have completely withdrawn from the secondary mortgage 
market. It will have liquidated its first portfolio. The second pro- 
vision sets up the special assistance functions and the third provision 
sets up the management and liquidation function. 

Mr. Coie. Yes. The third provision is a frank recognition of the 
fact that there are certain provisions which do have and must have 
Government support. 

May I add one more thing in connection with that. I envision that 
FNMA, in supporting such a program as 221, may be a testing ground, 
an assistance to the lenders of the country to test the soundness of 
the 221 program, and it is not without, let’s say it is not a vain hope that 
the 221 program can be proven to investors, and lenders, to show to 
them that it is a workable program, and therefore, barring emergen- 
cies that the Senator mentioned, that we can reduce again the Govern- 
ment-supported programs. That may be a fond hope. I don’t know. 

Senator Busn. May I ask a question after you? 

Senator SrarKMAN. Go ahead. 

Senator Busn. I am interested in this financing process. Do you 
visualize that you would issue debentures secured by these mortgages? 

Mr. Cote. They would be secured by the mortgages. 

Senator Busu. What margin of collateral do- you have in mind as 
desirable or necessary ? 

Mr. Corr. That is the reason that there was a limitation on the 
amount of issuance. I would like to have Mr. Baugman comment on 
that. 
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Mr. BaveuMman. You are speaking of the liquidating program, the 
last program ¢ 

Senator Busu. I am speaking of the program that the Commis- 
sioner just finished reading about and speaking about, the issuance 
of bonds shouldn’t exceed $3,350,000,000, and it said that, “The total 
of such obligations should not exceed the amount of cash mortgages 
and Government bonds held by FNMA,” but obviously you wouldn't 
be likely to do that. You would probably do something less than 

that. In other words, it might be 90 percent of that. 

Mr. BavGuMan. That is true. 

Senator Busu. I wonder what your thinking is about that. 

Mr. BaveuMan. We figured somewhere between 80 and 90 per- 
cent. We would always have the Treasury in the picture to some 
extent. 

Senator Busn. You would always have a margin so to speak? 

Mr. BaucuMan. That is right. 

Senator BusH. Against the loan in the value of the mortgages in 
cash and government bonds. You wouldn’t have the Treasury in the 
picture. 

Mr. BancuMan. Yes. We owe the Treasury money for our entire 
portfolio. We do owe the Treasury all the money. They have put 
up all the money. 

Senator Busu. I understand, but you wouldn’t have the Treasury 
in the picture as a guarantor? 

Mr. Bavucuman. No. 

Senator Busu. It is simply the safety of this loan would depend 
upon the quality of those mortgages? 

Mr. Baveuman. That is correct. 

Senator Busu. And presumably, whatever else you had in the way 
of Government bonds. 

Mr. Bavenman. Yes. I want to say to clear up the portfolio and 
value of mortgages: Our experience over the 16 years we have been 
operating, we have operated practically without any losses at all, and 
have made about $140 million, so there is no question about the value 
of mortgages. 

Senator Busn. Of course, I always think at the same time doing that, 
you accumulated a portfolio of $214 billion, which is one of the reasons 
you haven’t lost any money. 

Senator Bennerr. And it has been in a rising market, generally. 

Senator Busu. Yes. 

What do you visualize, if you were going to issue some of these notes 
today, that they would bring? What would you be able to sell them 
at, so to speak—at what yield basis? 

Mr. Bavcuman. We have talked to the Secretary of the Treasury, 
and with other people, and we feel that we shouldn’t have to pay in 
excess of 214 percent. We think somewhere between 2 and 214. 

Senator Busu. What would be the term of such a loan? 

Mr. Bavcuman. We thought we would hold them all down to less 
than 5 years. We felt we would get money a little cheaper on that basis. 

Senator Busu. These are long-term mortgages that are bac king up 
this loan? 

Mr. Baveuman. They are long term. It may be we would want to 
sell some of the mortgages in the meantime. It may be the policy of 
the Board they should do that. On the other hand, we are continually 


liquid 
Sen 
by sel 
Mr. 
to met 
may @ 
Sen 
2 perc 
Mr. 
Sen 
Mr. 
of the 
Sen 
Mr. 
to be) 
Sen 
On 
doing 
that ? 
Mr 
the th 
Ser 
Mr 
thing 
millic 
Ser 
Ser 
Ser 
the a’ 
in ab 
Mr 
histo. 
years 
veter: 
may 
know 
Se 
sell, 
woul 
mort, 
Mr 
answ 
but t 
parti 
chan; 
ut 
uM. 
Se 
A fe 
Hous 
Insu 
did a 
Mr 





HOUSING ACT OF 1954 151 


liquidating all the time as repayments and other credits come through. 

Senator Busu. In other words, you would try to hold the rate down 
by selling short-term paper. That is really what it comes to. 

Mr. BaucuMan. Yes. I feel it gives us flexibility of operation so as 
to meet our requirements and to meet any contingency that the Board 
may ask us to accomplish. 

Senator Busn. You think the rate would be in the neighborhood of 

2 percent if you were doing it today? 

Mr. BaveuMan. Slightly above 2 percent. 

Senator Busn. 2 or 2 QV, ‘Where would the market be for that paper ? 

Mr. Bavenman. C ommere ial banks, pension funds, and maybe some 
of the insurance companies. 

Senator Busu. That is low for them. 

Mr. Baueuman. Yes. It isa little low; but the money market seems 
to be pretty good right now. 

Senator Busu. Yes. It is. 

One more question, and I am through. How much would you be 
doing if you were going to do this today? Have you thought about 
that ¢ 

Mr. Baucuman. Yes; we have. We think we will have to approach 
the thing with a degree of caution. 

Senator Busu. Feel it out ? 

Mr. Baucuman. Yes. We have made some inquiries, and it is a new 
thing and we have to sell it. It is good, and we thought maybe $100 
million, or something like that. 

Senator Busu. Thank you. 

Senator Bennetr. Senator Sparkman. 

Senator Sparkman. Talking about the short term, isn’t it true that 
the average mortgage, regardless of the term it is written for, retires 
in about 8 years, or somethink like that ? 

Mr. Baueuoan. I think the history on that has been—the FHA 
history at least has been—somewhere in the neighborhood of 8 or 9 
years. The veterans’ mortgages run a little longer than that. The 

eterans’ mortgages were for a longer term. The 30-year mortgage 
may run longer. Whether it will have that effect or not, we don’t 
know. 

Senator SparkMAN. Back on these debentures or notes thet you will 
sell, I am just curious to ask why is it that an insurance company 
would buy a 2 or 214 percent 5-year note rather than a 414 percent 
mortgage ? 

Mr. Bavenman. Well, from an investment standpoint, I will 
answer it as best I can. I don’t know what is in their minds, of course, 
but they are not very anxious to get tied up into long-term paper, 
part icularly when market conditions change, and, of course, they have 

hanged in the last 2 or 3 years. I think that they would very gladly 
put part of the funds in short-term paper rather than long-term. 

Mr. Cote. May I comment, too? 

Senator SparkMAN. Yes. In connection with that, may I ask this: 
A few years ago we passed—I think while you were a member of the 
House Banking and Currency Committee—we passed that title, Yield 
Insurance, that offered to pay 234 percent. I don’t think you ever 
did anything with it. 

Mr. Corr. I will comment on both. 

$4750—54—pt. 1 11 
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First, it isn’t because an insurance company considers a mortgage, 
long-term mortgage, a bad risk or a bad loan. They like them. They 
invest in them. They invest millions and millions and millions of 
dollars in long-term mortgages, but they also have the requirement 
of a portfolio which is a well rounded portfolio, and some of their 
requirements, then- 

Senator SparkMAN. Are more liquid 

Mr. Coie. More liquid, less servicing problems involved, so it is a 
full pattern of investment which the insurance company is attempt 
ing to achieve, and this, we think, would be attractive to a part of the 
insurance companies’ portfolios. It is not that we think the mortgages 
are a bad investment. 

Now, on the yield insurance, FHA has advised us that they have 
no interest in it, for some reasons. I do not understand that myself. 
I know personally of a few companies, a few people, that have shown 
some interest, but any real interest which we thought at the time 
would develop has not occurred. ‘There may be some reasons for it. 
There may be reasons which I am not familiar with, but the only 
answer we have today is that it just hasn’t taken the investors’ interest. 

Senator SparkMaAn. Now, let me ask you something, Senator May- 
bank referred to a while ago, to some of your title IX problems: Are 
there delinquencies in title IX? 

Mr. Cotz. Are there some delinquencies in title IX ¢ 

Senator SparkMAN. Are there some? 

Mr. Coir. Some, perhaps. 

Senator SparKMAN. And does FNMA hold those mortgages ¢ 

Mr. Baucuman. We do have some delinquencies in title EX. I just 
tallied this. Of course, in some areas, there are some very good rea 
sons for them. They have withdrawn the military establishment, some 
places the industry hasn’t come in there as heavily as they expected, 
but our proportion—we have this in number of units—2,435 units have 
been delinquent, and that includes foreclosures, too, out of 44,405 
which we have purchased, so the percentage isn’t too great. 

Senator SparKMAN. That represents your holdings? 

Mr. Baveuman. That is right. 

Senator Sparkman. Do you know what the private holders—how 
many of them are delinquent? 

Mr. Corn. FNMA holds a great proportion of title IX. 

Senator SparkMANn. Most of them? 

Mr. Corr. About 89 percent. 

Mr. Baucuman. FNMA’s participation in the defense program. 

Senator SparkMan. What was that, 2,400 out of 44,0007 

Mr. BaveuMan. Yes. 

Senator Sparkman. What percentage would that be? 

Senator Bennert. About 5. A little less than 6. 

Senator SPaARKMAN. Between 5 and 6. 

Mr. Coir. Senator, before you proceed, may I add this one comment, 
and suggestion: This has to do with a more flexible operation of the 
purchasing mortgages under the secondary market operations. I feel 
that the present provisions of the bill relating to the establishment of 
the purchase prices are perhaps too rigid and that the Board of 
Directors should be allowed a little more flexibility. For that pur 
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pose, I suggest that on page 52 of the bill at line 16, the period be 
changed to a comma, and that the following language be inserted: 

But consideration may be given to the reasonably foreseeable market (after 
i period of seasoning) for mortgagees of the same general class 

Senator Bennetr. Without time to study the actual language in 
volved in section 304, it is a little hard to comment on it. 

Mr. Cote. Yes. We are simply making it as a suggestion. 

Senator Bennerr. Does that complete your testimony ‘ 

Mr. Cote. No. 

Senator SparkMAN. I wonder if it wouldn't be well, Mr. Chairman, 
if you would put a table in showing us that title LX housing situation, 
some kind of a statement. Would you do that at the point where I 
asked those questions ¢ 

Mr. Coin. Senator, that completes our testimony as of today. The 
following testimony is on urban renewal, slum clearance, and the 
public works program. 

senator BENNETT. That is scheduled for Friday. 

Mr. Cote. Yes. 

Senator Bennerr. You are not scheduled to return tomorrow ? 

Mr. Corr. No. 

Senator Bennerr. Do you have any more questions? 

Senator SparkMAN. No more questions. I would like to say I 
think they are making a very fine presentation, the manner in which 
they are doing it. 

Senator Bennerr. We appreciate that. 

‘Tomorrow we will meet at 10 o’clock in our own room, and we will 
hear the Veterans’ Administration, the Department of Defense, the 
Civil Defense Administration, the Office of Defense Mobilization. and 
the Farm Home Administration, in that order. 

We will meet at 10 o’clock to hear the Veterans’ Administration in 
room 3801 in the Senate Office Building. We will now recess. 

(Whereupon, at 4:20 p. m., the committee recessed, to reconvene at 
10 a. m., Thursday, March 11, 1954, in room 301, Senate Office 
Building. ) 
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THURSDAY, MARCH 11, 1954 


Untrep STaTes SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, dD, C. 
The committee met. pursuant to recess, in room 301, Senate Office 
Building, at 10:10, Senator Wallace F. Bennett presiding. 
Present: Senators Bricker, Bennett, Bush, Sparkman, and Frear. 
Senator Bennerr. Ladies and gentlemen, I think we have waited 
long enough. Let’s begin the hearing this morning. 
We will hear first Mr. John M. Ferry, Special Assistant to the 
Under Secretary of the Air Force. 


STATEMENT OF JOHN M. FERRY, SPECIAL ASSISTANT TO THE 
UNDER SECRETARY OF THE AIR FORCE, ACCOMPANIED BY COL. 
HAL H. McCORD, USAF, AND JOHN MITCHELL, CHIEF, HOUSING 
DIVISION, DEPARTMENT OF DEFENSE 


Mr. Ferry. Good morning, sir. 

Senator Bennerr. Good morning, Mr. Ferry. Will you identify 
yourself to the reporter. 

Mr. Ferry. I am John M. Ferry, Special Assistant to the Secretary 
of the Air Force, for Installations, and am here representing the De 
partment of Defense, in this question of housing on Military Estab 
lishments. 

Senator Bennerr. You may proceed, Mr. Ferry. 

Mr. Ferry. I have a prepared statement which T would like to read 
and then answer any questions which the committee may have. 

I have accompanying me today, Col. Hal McCord and Mr. John 
Mitchell, who will be able to furnish any detailed data with which ] 
may not happen to be familiar, should the questions arise, 

Senator Bennerr. Would you like to have Colonel McCord and 
Mr. Mitchell sit with you at the table. 

Mr. Ferry. With your permission, I would. 

Senator Bennetr. Will you come forward, gentlemen. 

Mr. Ferry. On behalf of the Department of Defense I wish to 
express my appreciation for this opportunity to appear before your 
committee and to present the Department’s views on the extension 
of the Wherry Act. 

The military departments have a very special interest in the legis 
lation because it is one of the principal means by which the military 
services retain experienced and qualified personnel. One of the quick 
est ways to lose our personnel is to effectively deny them the oppor 
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tunity to maintain their families at their accustomed standard of 
living. Our surveys to determine factors that bear upon the deci- 
sion to stay in or to get out shows that adequate housing is one of the 
principal considerations weighed by both the enlisted men and officer 
personnel. The lack of proper housing in the past, as you know, has 
caused the services to lose many fine well-trained individuals who 
might otherwise have made a career of service for our country. One 
of the greatest single items of expense that the services are forced to 
contend with is that expense incurred in training specialists to operate 
the highly technical equipment of modern w arfare. 

Training, of course, is always with us, but the cost of retraining to 
replace those who leave the service because of living conditions is very 
large indeed. The extension of title VIII of the National Housing 
Act which appears in section 128 of this bill, S. 2938, would continue 
for the military departments the existing authority through which 
permanent family housing can be provided and in this manner assist 
in retaining our experienced and qualified personnel. 

The Wherry Act has been utilized to the fullest extent practicable 
at our permanent installations. It must be noted that the military 
utilization of installations has greatly changed within the past few 
years and particularly is this true of air installations. 

During the last war airbases in this country were utilized prin- 
cipally for training and movement to combat areas. With the advent 
of long-range defensive weapons and striking forces, our installations 
have now become war operational areas either for offensive or de- 
fensive operations. When this fact is recognized, it becomes appar- 
ent that base life as it existed previously must be changed to meet the 
new military conditions. 

For this reason the military departments must now of necessity 
bring their personnel closer and closer to the actual operating sites. 
It is imperative that we tune our thinking to this new concept and its 
relationship to the location of our people with respect to their job. 
Air Force personnel who may be unable to perform their military 
assignment within a very short time are not only a loss to the service 
but effectively reduce our ability to fight off invasion or to launch 
an effective counterattack. 

For example, a fighter interceptor pilot or his crew chief obviously 

cannot live a great distance away from his base across a congested 
area of city traffic and be ready to do the job as effectively as if that 
pilot or crew chief were living on or adjacent to the base. Housing 
military families on the reservation, therefore, has been found to be 
the only practical method of assuring a constant availability of the 
maximum number of operational personnel in time of emergency. 

The Wherry Act has contributed more to the stability and welfare 
of Air Force military personnel and military personnel of the other de- 
partments than any other similar measure pertaining to the provision 
of housing that has been adopted by the Congress. Rents in many 
locations are still beyond the financial cap: ability of service personnel 
and impose quite a hards ship on the serviceman who is transferred into 
an area of high costs. We are doing our best to provide the service- 
man with housing where he will not be subject to rentals beyond his 
ability and substandard housing conditions. There are still area 
where high rentals and high living costs cause some service saahemndl 
to live under other than desirable conditions. 
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(he Wherry Act has assisted immeasurably at the permanent sta- 
ions to correct these conditions but there is still much more room for 
mprovement and there are still areas where rents are simply too high 
for our people to afford. Many sacrifices are made by service person- 
el to maintain their individual dignity and the dignity of the 
niform. 

rhe necessity for continuation of the Wherry Act can also be 
iemonstrated by citing a few statistics. The Department’s require- 

nents for family housing for the 3 services total in the neighborhood 
f 600,000 units. The available housing amounts to about 200,000 
inits, leaving a deficiency of approximately 400,000 units. Of the 
mount available, about 87,000 units have been completed or certi- 
tied under the Wherry program, and the Departments expect to con- 
struct 22,000 additional units under the provisions of the act. ‘These 
nits will be spread throughout the United States to increase the 
umber of units at existing projects and provide new projects. 

It may be noted that there is a vast difference between the require- 

nent, the total available, and the remaining deficit. While we 
cnow that many organizations and individuals believe that the Wherry 
(ct has been used more extensively than these figures demonstrate, 
t must be realized that even with all of the assistance of the Wherry 
rogram, the military must still rely for the greater part upon 
djacent communities for family housing. 

It is equally significant to note the number of temporary units 
vhich are currently in existence. Of the houses available, approxi- 
nately 15,000 are of such temporary construction and have reached 

uch an age that they are approaching a point where it is no longer 
conomically feasible to continue maintenance. Maintenance on tem- 
porary units, and on the older public quarters, gradually reaches a 
point where the return is less than the investment warrants. These 
inits are not only, therefore, unattractive from the point of view of 
ving conditions, but are economically unsound. 

The Wherry program is actively developed in consonance with the 
nilitary public-works program. As you know, housing projects must 
be timed so that occupancy will be assured upon completion. It is 
very important, therefore, that we so plan and construct the Wherry 
inits that they will be ready when the base or installation is com- 
pleted. In no case thus far have we built the housing before an 
nstallation has been actually occupied. I believe, therefore, that the 
services are carrying out your wishes in properly providing the 
ousing under the Wherry program, and recommend that the exten- 
ion of the act be granted. 

[It would be unwise, I think, not to continue this program at this 
time, and it would certainly be unfair to require men who sacrifice 
o much by entering the service of their country to live apart from 
heir families or force them to live under substandard conditions. 

I should be very pleased, sir, to answer any questions that you 
gentlemen have in mind. 

Senator Bennerr. Senator Bush, do you have any questions ? 

Senator Busn. I have no questions, Mr. Chairman. 

Senator Bennerr. In your statement, you earlier referred to the 
need for housing on military bases, in order to affect the decision of 
men to enlist, or reenlist. Rather, to reenlist. Do you have any 
figures which bear on this situation ? 
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Mr. Ferry. We had a survey, sir, which was made at several of 
our military installations, our Air Force installations, where query 
was directed to personnel whose terms of enlistment had expired, and 
who failed to reenlist, asking for the reasons behind the decision 
not to reenlist. I do not recall the number of the personnel who gave 
the answer that it was because of insufficient or unsatisfactory family 
housing, but it was in the neighborhood, if I recall, of 35 percent. 

Senator Bennerr. Under the Wherry housing program, do you 
grade the rentals and the type of accommodations in relationship to 
the grades of the men who occupy them ? 

Mr. Ferry. No, sir. The rentals are dependent upon the size of the 
unit they occupy. That is to say, it is a 1- 2- or 3-bedroom house, 
depending upon the family necessities of the enlisted personnel. 

Senator Bennett. Does that same thing apply to oflicers, as applies 
to enlisted men? 

Mr. Ferry. Within the officer category, it again—regardless of rank 
of the officers—depends upon the number of bedrooms that they use. 

Senator Bennett. Do you have a certain type of housing for en- 
listed category and another type of housing for officer category ¢ 

Mr. Ferry. They are substantially the same, sir. The exterior 
finish may, in the officer category, may be a trifle higher grade of 
construction, but the size, appearance, and facilities are substantially 
equal. 

Senator Bennett. Are the rents substantially equal ? 

Mr. Ferry. The officer rental may run a few dollars higher per 
month than the enlisted man. As a matter of fact, I would say they 
do run a few dollars higher per month. May I consult for a moment 
and give you the actual figures ? 

Mr. Mircuety. The difference averages close to $20 a month. I 
might point out, though, the reason for that difference in the type of 
quarters. Officers, in many cases, will have individual units whereas 
the enlisted are largely in multiunit structures. 

Senator Bennett. Does the difference represent any subsidy of the 
enlisted man? It is my understanding that Wherry housing is sup- 
posed to be rented at rates which will pay an adequate interest on the 
investment, which is private. 

Mr. Ferry. That is correct. It is required to be self-supporting and 
to bring, of course, a reasonable profit to the sponsor. 

Senator Bennett. Taking all the Wherry housing at a single, 
given base, does that mean you’re interested only in the total rent 
or is it each unit that is required to be self-supporting ? 

Mr. Ferry. It is the project as a whole that is required to be self- 
supporting. 

Senator Bennett. There can be differences within the same project ? 

Mr. Ferry. Within limits; yes. 

Senator Bennerr. There is nothing in this bill that refers to hous- 
ing of military personnel in Europe. 

Mr. Ferry. No. 

Senator SPARKMAN. Have any of the installations in which Wherry 
housing has been built been vacated ? 

Mr. Ferry. There have been none so far. We have been very suc- 
cessful with it. ‘ 

Senator Sparkman. We have had some complaints on title IX 
housing. 
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Mr. Ferry. Under Wherry housing there has been no defaults of 
iny kind, 

Senator Bennett. Before Wherry housing is recommended for a 
particular base, how carefully do you check up the availability of 
idequate housing adjacent to the base, so that Wherry housing doesn’t 

1 effect result in emptying privately owned residences just off the 
edge of the base? 

Mr. Ferry. That is one of the most essential requirements that we 
place upon the military commanders, in certifying the need for hous- 
ing, that they shall not infringe upon the local housing avail: ibility 

thin an area of reasonable commuting distance of the base, and we 

11 15 miles a reasonable commuting distance. 

Senator Bennett. I know that in my own State there was very bit- 
ter nae unt when Wherry housing was erected on a certain base 

‘ause it had the effect of emptying a lot of housing that had actually 
ween built to serve the base and without which the base would probably 
ot have operated successfully for the years before Wherry housing 
une along. 

Mr. Ferry. Would it have been possible, sir, that rentals in these 
houses off base had perhaps inflated themselves to the point where we 
were unable to continue ? 

Senator Bennert. I recognize that is a very valid question but it 
raises the next one, Is it one of the objectives of Wherry housing to 
ittempt to regulate rents adjacent to the base, even if it results in 
substantial increase in private vacancies ? 

Mr. Ferry. It is not the intent. Now, I would like to ask Colonel 
McCord to answer that. 

Colonel McCorp. Our one requisite for the development of the 
Wherry project is the assurance by an FHA market analyst that the 
onstruction of the proposed project will not jeopardize the economic 

curity of the units which FHA has available in th: at community. 

Senator Benner. Of course, FHA only insures 37 percent of the 
total number of houses built, so it is interesting that you would protect 
Kk HA but not be so concerned about the fellow who put his own money 
nto the project without Government guaranty. 

Colonel McCorp. That survey by the Government analyst includes 
ill rental properties or all properties available within that particular 
ommunity. We have not attempted to set up Wherry to control 
rents in the area. We have attempted to set up the Wherry at rentals 
vhich would be within the rental aiheniiiine of the service personne] 
for the unit which they would occupy. 

Our statistics are interesting, as far as Air Force is concerned. Our 
iverage rental allowance is approximately $86 and our average rents 

ncluding utilities will approach $82 to $82.50, on the total number of 
Wherry units we have in the United States. 

Senator Bennerr. Has there been objection to the Department that, 
is a matter of fact, when Wherry housing has been erected in areas 
where there was private housing adjacent to the base, that it has 

nded to force down the receipts on the property near the base ¢ 

( ‘olonel McCorp. In certain instances, yes, sir; it has done that. 

Senator Busu. Why would that be, Mr. Chairman ? 

Mr. Ferry. The old law of supply and demand. 

Senator Busn. I wondered if it was because the rents were more 
attractive on the base than they were outside, for comparable s1ze, 
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Mr. Ferry. Well, in effect, the very fact that a man is able to live 
close to the station and eliminate the need for travel, is an advantage. 

Senator Busn. Is there any question of difference in taxes involved, 
for instance? These being on Government property, I presume they 
don’t pay municipal taxes, do they ¢ 

Mr. Ferry. In most cases they do not. 

Senator Busu. Well, you pay in most other cases. 

Senator Bennett. In all cases; isn’t that right? 

Mr. Ferry. There have been some cases, sir, in a few States, where, 
through quirks in the law, it is possible to tax the leasehold 4 of 
thesponsor. He must pay atax upon that. It is not a municipal tax, it 
is a State tax. 

Senator Bennerr. Are there any other questions? 

Senator Busu. I was just wondering about that question of taxa- 
tion. Do you run into any difficulty with the communities in your 
environment around these bases, on account of the tax question ? 

Mr. Ferry. There have been State actions which have been brought 
in an attempt to collect taxes from these Wherry housing projects, on 
military installations. 

Senator Busn. On the basis that they are using services being paid 
for by others and that they should participate? 

Mr. Ferry. No, sir, because when the Wherry housing units are lo- 
cated on the military reservations, services are supplied by the mili- 
tary reservation itself, and they do not become a burden upon the 
facilities and utilities of the local community. 

Senator Bus. Or the schools? 

Mr. Ferry. Or the schools, no, sir. We provide military schools, 
also, for the children. 

Senator Sparkman. Mr. Chairman, may I ask one other question: 
What kind of housing program do you have for personnel in these 
bases that are not necessarily permanent, but probably will be with 
us for a good long time. I don’t know whether I make myself clear 
or not but I notice in the press recently that there will probably be 
some new bases built that I do not think we could predict would be 
permanent, such as Randolph Field, for instance, but nevertheless 
would be used for a long, long time. 

Mr. Ferry. I regret to say, sir, we do not have a very optimistic 
view as to the ability to provide housing for the nonpermanent bases. 
Under the law, we may only use Wherry housing on permanent bases. 

Senator Sparkman. I realize that is true. I was wondering if you 
had in mind the preparation of a program to take care of those 
situations. 

Mr. Ferry. We have the possibility of title VIII housing, and in 
general I would say we have to depend upon the local economy to pro- 
vide the housing. 

Senator SparkMaNn. These bases are usually rather remote from 
cities of substantial size. That is where we run into our headaches. 

Mr. Ferry. I regret to say, too, that we have no sensible program 
yet developed to handle that situation for the family house. I must 
confess that. It is a very difficult problem involving the economics, 
the possible tenure of use of the base, the commitments of Government 
funds—I frankly have no good answer for you, sir. 
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Senator Bennerr. Then, your program will continue to call for the 
erection of temporary housing at those bases. You have to have some 
housing. 

Mr. Ferry. It is desirable to have some housing, sir, but we have 
many installations where we have no family housing, due to the re- 
moteness from nearby towns. There is no available a, even in 
the local economy, and the family just simply can’t live with the 
personnel. 

Senator Bennetr. Then, you have to supply barracks-type accom- 
modations for the personnel ? 

Mr. Ferry. That is right. We have to have barracks for the en- 
listed and officer personnel but not the family. 

Senator SparKMAN. I am just thinking out loud, but doesn’t it 
seem a little strange that we would provide housing for families, to 
some extent, at least, in Germany and other countries, foreign coun- 
tries, where we know they are not going to be permanent? Yet we 
fail to do that at posts in this country which may very well become 
permanent / 

Mr. Ferry. There is an answer to that, sir. The German housing 
has been provided out of deutschemarks, out of the German economy. 
Senator SpaRKMAN. Do you mean we did not underwrite them ¢ 

Mr. Ferry. We did not underwrite them. 

Senator Bennerr. That has been provided under the terms of the 
armistice. 

Mr. Ferry. That is right, funds to be invested in Germany itself. 

Senator Busu. Mr. Chairman, how is this expense of the Wherry 
housing program allocated as between the military and the HHFA? 
Where is all this money charged to and what budget is it? 

Senator Bennerr. The money is provided by private sources. The 
Wherry Housing Act in effect sets up a monopoly on the base so that 
the person who undertakes to sponsor this housing and provide the 
money to build it is more or less guaranteed a satisfactory return on 
his investment, and a repayment of his mortgage. 

Senator Busu. And then the ownership of these properties remains 
with the promoters? 

Senator Bennerr. It remains inevitably in the hands of the United 
States Government, doesn’t it ? 

Mr. Ferry. No, sir. 

Senator SparKMAN. It is on a long-time lease. A 99-year lease. 

Senator Busu. To the promoter ?/ 

Senator SrparKMAN. Yes. 

Mr. Ferry. It is a 75-year lease. 

Senator Busn. Who has the capital investment? Whose money 
is invested ¢ 

Senator Bennerr. The private investor. 

Senator SparKMAN. It is a part of the insurance program. In other 
words, it is insured up to 95 percent, isn’t it? 

Mr. McMorray. Ninety percent. 

Senator Busu. This is on Government property ? 

Senator Bennett. That is right. It is a device to provide private 
financing to erect housing on Government property for Government 
personnel. The services determine the location and recommend the 
number of units that will be built. 
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Senator Busu. There is no burden on the military budget in con- 
nection with this? 

Mr. Ferry. No, sir. There is an indirect subsidy in the fact that 
the utilities—water and sewerage and such—connect onto the military 
facilities on the base. It is an indirect affair. 

Senator Bennerr. There is some little subsidization in the way of 
engineering cost and so forth, is there not? 

Mr. Ferry. It is very, very minor, sir. 

Senator Bennetr. Practically, it is free enterprise and private in- 
vestment in what amounts to a monopoly, on the base. 

Mr. Ferry. May I expand a little on Senator Sparkman’s query here, 
on what sort of housing program we have on the nonpermanent instal- 
lations? 

Senator Sparkman. Or your plans. 

Mr. Ferry. Weare planning, sir. We are trying to develop a sensi- 
ble program which we can present to the Congress which will not be- 
come too great a burden financially upon the economy of the United 
States. Weare not ready to present it. 

Senator Bennerr. Are there any other questions? 

Well, thank you very much, Mr. Ferry. We appreciate your coming 
and being with us. 

Mr. Ferry. I am most appreciative of this opportunity to present the 
service viewpoint. 

Senator Bennett. Thank you. 


STATEMENT OF T. BERTRAM KING, ACTING ASSISTANT DEPUTY 
ADMINISTRATOR, LOAN GUARANTY SERVICE, VETERANS’ 
ADMINISTRATION 


Senator Bennerr. Our next witness will be Mr. T. Bertram King, 
Acting Assistant Deputy Administrator, Loan Guaranty Service, Vet- 
erans’ Administration. 

Mr. Kirig, you have been here a good many times before. Do you 
have a prepared statement ? 

Mr. Kine. I have some notes here, Mr. Chairman, from which I 
would like the privilege of reading. 

I have with me Mr. - Philip Brownstein and Mr. Charles Hopkins of 
my office. 

‘Mr. Chairman, and members of the committee I appreciate very 
much the opportunity of testifying before this committee. It is my 
understanding there are two bills now before the committee which 
concern the functions of the Veterans’ penetra, for considera- 
tion at this morning’s hearing, namely, S. S. 2889, a bill to extend and 
ory and the direct loan authori ity of the Veterans’ Administration, and 

2938, commonly referred to as the Housing Act of 1954, which in 
several of its provisions, affects the present guaranty functions admin- 
istered by VA, under the Servicemen’s Readjustment Act of 1944, as 
amended. 

My remarks regarding these proposed measures, in their tenor, have 
had the informal verbal approval of the Administrator of Veterans’ 
Affairs. Formal clearance has not been had with the Bureau of the 
Budget. 
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First, in reference to S. 2889, the bill to expand the direct loan pro- 
gram, I believe, Mr. Chairman, that Mr. Higley sent to the committee 
a letter dated March 9, 1954, in which he advised as to the recommen- 
dations of the VA, with respect to the proposals in that bill. ' 

Senator Bennerr. At this point we will put Mr. Higley’s letter in 
the record. 

(The letter referred to follows :) 


VETERANS’ ADMINISTRATION, 
March 9, 1954. 
Hon. HoMer BE. CAPEHART, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR CAPEHART: Further reference is made to your request for a re- 
port by the Veterans’ Administration on 8. 2889, 88d Congress, “A bill to expand 
and extend to June 30, 1955, the direct home and farmhouse loan authority of 
the Administrator of Veterans’ Affairs under title III of the Servicemen’s Read- 
justment Act of 1944, as amended, to make additional funds available therefor, 
and for other purposes.” 

The purpose of this measure is to amend sections 512 and 513 of the Service- 
men’s Readjustment Act of 1944, as amended, to extend from June 30, 1954, to 
June 30, 1955, the authority of the Administrator of Veterans’ Affairs to make 
direct home and farmhouse loans to veterans. The bill would also increase the 
funds available for direct loans by not to exceed $200 million to be advanced by 
the Secretary of the Treasury in quarter annual installments of $50 million, less 
such amounts as shall be received by the Administrator in the preceding quarter 
annual period from the sales of direct loans to private lenders. In addition, the 
Administrator would be authorized to sell direct loans to any person or entity 
approved for such purpose by him, thus broadening the existing provision which 
limits the sale of such loans to lending institutions evidencing ability to service 
loans. 

Informaton relating to the legislative history and current status of the Vet- 
erans’ Administration direct-loan program is contained in a separate statement 
which is attached hereto and made a pare of this report. 

Since the last renewal of the program by the Congress (Public Law 101, 83d 
Cong., approved July 1, 1953), there has been some general improvement in the 
availability of GI loan funds on an overall basis, but such improvement seems 
to have been confined predominantly to urban areas, and it, therefore, has been 
possible to remove only a relatively few areas from the eligible direct-loan list as 
the result of an increased availability of private financing for GI loans. A further 
improvement in the supply of private funds for GI loans in 1954 appears likely, 
but the possibility is remote that such funds will become available to any consider- 
able extent in the rural areas where private capital has never been generally 
available for financing loans to veterans. This, together with the fact that the 
waiting list of veterans applying for direct loans in eligible areas has remained 
relatively large during the past year, suggests that there is a continuing need for 
direct loans. 

As the committee is aware, eligibility for direct home loans has been confined 
almost exclusively to the smaller towns and more rural counties. Presently 
there are no cities in eligible areas within the continental United States which 
exceeded 50,000 in population, according to the 1950 census, although a few such 
cities were eligible for a limited period prior to April 1952. Only a relatively 
small proportion of the cities with a 1950 population of 25,000 to 50,000 are 
eligible. 

Thus, the operation of the direct-loan program is now restricted almost entirely 
to the nonmetropolitan parts of the country where veterans have had but little 
opportunity to obtain the advantages of a GI loan from private lenders in their 
communities. It should be emphasized that under the Veterans’ Administration 
direct-loan procedures there is an additional safeguard against encroachment 
upon private economic activities by reason of the requirement that the veteran 
show expressly that he had been unable to obtain a VA-guaranteed loan from a 
private lender in his community before an application for a direct loan is consid- 
ered by the Veterans’ Administration. 

In the event that it is determined that the direct-loan authority should be 
extended beyond the present expiration date of June 30, 1954, it is believed that 
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a 1-year period, as proposed by S. 2889, would be a relatively desirable term for 
such an extension. 

With respect to the funds to be authorized for the future operations of the 
direct-loan program, the attention of the committee is directed to the fact that 
the existing allocation of $25 million per quarter has not been sufficient to satisfy 
fully all the requests for direct loans which have been received since the quarter- 
annual system was established by Public Law 325, 82d Congress, although this 
sum has contributed measurably toward meeting the needs of veterans in rural 
and semirural areas. 

An analysis of the monthly trend of the number of veterans waiting to obtain 
direct loans indicates that the size of the waiting list, though substantial, has 
remained relatively stable during the past year and has declined slightly in the 
past 3 months. It, thus, appears that the present rate of quarterly advances 
has been enough to keep even with incoming requests for direct loans. 

For the information of the committee, the amount of funds available for direct 
loans has been projected through June 30, 1955, the expiration date provided in 
the subject bill, based on the assumption that the amendatory legislation would 
be enacted during the April—June quarter of 1954, and that the increased author- 
ization would become immediately available. Under the proposed legislation 
there would be available for new loans from Treasury advances, sales and prin- 
cipal repayments during the 17 months ending June 30, 1955, a total of about $288 
million or enough for about 41,000 direct loans. Veterans who have already 
filed requests for loans presumably would receive first priority, and it is esti- 
mated that not more than 15,000 to 20,000 loans would finally be made to veterans 
who were on the waiting list on January 31, 1954. If it is the intent of the 
Committee that the increased quarterly allotment be available only during the 
four quarters of fiscal 1955, it is suggested that clarification of this point would 
be advisable. 

If the quarterly authorization of direct loan funds were to be doubled, as 
provided by S. 2889, it might be expected that there would be some indetermi- 
nate increase in the number of new requests for direct loans over the level of 
recent months. It is probable that many veterans may have been deterred 
from requesting direct loans by the limited amount of available funds and the 
consequent long waiting period in some regions, although there is no way of 
estimating how many veterans were so deterred. The publicity attendant upon 
an inerease in funds would also undoubtedly generate an increased flow of 
direct-loan requests. 

It may be further noted that an increase in the quarterly allocation of direct- 
loan funds might also stimulate an increase in the requests for designation of 
additional areas as eligible for VA direct loans. As heretofore stated, the 
present poliey of the Veterans’ Administration, pursuant to law and guided 
by the intent of the Congress as expressed in committee reports which provided 
additional funds for direct loans, is to confine direct-loan eligibility primarily 
to the small towns and rural areas of the country. If further increase in the 
funds for direct loans is authorized, without a further expression of congres- 
sional intent in this regard, there will undoubtedly be some increase in requests 
for designating additional areas as eligible for direct loans. 

The proposed amendment to section 512 (d), whereby the Veterans’ Adminis- 
tration would be enabled to sell direct loans to “any person or entity approved 
for such purpose by the Administrator” instead of being limited in such sales, 
as at present, “to any private lending institution evidencing ability to service 
loans,” would apparently expand considerably the potential market for such 
loans. Individuals, pension funds, trusts, educational institutions, and elee- 
mosynary institutions would thus be permitted to purchase direct loans and 
it is reasonable to expect that this added market would help the direct-loan 
fund to revolve more rapidly and thereby reduce the financial burden on the 
Treasury. 

In considering proposals to increase substantially the amounts to be au- 
thorized in connection with an extension of the direct-loan program, the com- 
mittee will, of course, wish to take into consideration the increased financing 
burden which would be imposed on the Treasury by these measures at a time 
when the need for reducing such burdens is paramount. 

In summary, it would appear that private lending sources are not yet able 
to supply funds for loans to veterans in most rural or semirural areas at an 
interest rate comparable to that for Veterans’ Administration guaranteed loans 
and, therefore, the committee may wish to give favorable consideration to a 
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continuation of the direct-loan program beyond June 30, 1954. Whether or 
not any increase in the funds available for direct loans should be authorized 
would appear to be a matter of policy for the Congress to determine. 

Due to the urgent request of the committee for a report on S. 2889, advice 
has not been obtained from the Bureau of the Budget concerning its relationship 
to the program of the President. 

Sincerely yours, 
H. V. Hictey, 
Administrator. 

Mr. Kina. Thank you. 

In brief, that letter pointed out the indicated overall improvement 
in the availability of money for GI loans had yet to be felt appreciably 
in those areas eligible for direct loaning and if money for the purchase 
of homes or farm houses was to be put within the reach of World 
War II or Korean veterans resident in those areas, action by the Con- 
gress to extend the direct-loan program beyond its June 30, 1954, 
expiration date, would be required. The 1-year period of extension 
proposed by the bill is considered appropriate to that purpose. 

It was pointed out further that some increase in the total direct- 
loan authorization would be needed were an extension to have effective 
results, or, indeed, to achieve its purpose. 

The VA makes no recommendation as to the amount of such in- 
crease in the belief that such a determination is essentially one for 
the Congress to reach in the light of overall policy dictated by its 
concern over other demands upon the resources of the Treasury. 

That provision of the bill which would broaden the classes of those 
to whom VA can sell loans is weleomed. To the extent that it results 
in a wider outlet to such sale, it will aid the revolving feature of the 
present law and thus enable the limited funds authorized for the 
program to be reused more rapidly. 

Passing along to S. 2938 

Senator Bennetr. May I stop you there? Are there any questions 
about S. 2889? 

Senator SparkMAN. Yes. Is his testimony 

Senator Bennett. He has completed his testimony on S. 2889 and 
wants to move on. 

Senator SparRKMAN. Yes; I would like to ask a few questions, if I 
may. I was reading the letter Mr. Higley sent to the committee. Do 
I understand the essence of the position taken by the Administrator 
is that the program should go ion June 30, 1955, and you feel 
you do not need the additional amount that has been suggested, this 
$50 million a quarter rather than $25 million a quarter? 

Mr. Kina. Senator Sparkman, we, in substance, state that if it 
is the will of Congress that this apparent need continue to have some 
assistance under the law, it would be necessary to extend the program, 
and we think, in the light of the purposes and the history of the bill, 
and so forth, that a 1-year extension would be appropriate. 

As to the amount needed to make that extension effective, we do not 
attempt to draw a conclusion as between, for example, the $25 million 
a quarter which we have heretofore been receiving and the $50 million 
per quarter proposed by the bill. It is very difficult to establish a 
conclusion which would support adequately one figure rather than 
the other. It is historically true that under the $25 million per 
quarter allocation, veterans have had to wait in line to use this 
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privilege until we could catch up with their demand, by reason of 
the next quarterly allocation. 

Senator Sparkman. In that connection, may I call your attention 
to a letter that I received from a veteran just a couple of days ago 
in which he tells me that he has an application in, and he says, “The 
Veterans’ Administration informs me that I am 576th on the list.” 

I am not clear as to whether that relates to the State or to the 
region, but he goes on to say that, “Each quarter they take care of 
about 120.” He says, “Only about 120 applications are processed 
with each allocation, and the next allocation will be for April.” 

In other words, April 1 comes around and he stands 576; 120 are 
processed each quarter. That means it would be 15 months, assuming 
they were all acceptable, before he would be reached. 

The day I introduced this bill, I made some remarks in the Senate. 
Senator Stennis from Mississippi produced a letter he had just re- 
ceived from a veteran, somewhat along the same line. 

I don’t know how they are in other areas. Of course, this is a 
program that has its heaviest impact in the rural and semirural areas, 
as you so well point out, or as the Administrator so well points out in 
his letter. 

I don’t know how it is in different areas. 

I wonder if you could give us any breakdown—without too much 
trouble; I wouldn’t want a great deal of work to be required ; showing 
the backlog that has been built up in different areas. 

Mr. Krnc. I believe, Senator, we have a national figure on backlogs 
and here, on this table which Mr, Brownstein has supplied to me, it 
breaks it down by VA offices. 

Senator SparKMAN. Now, let’s go back to this one case: Does that 
mean the VA office in each State, or in a Territory or a region? 

Mr. Kine. Commonly, Senator, as you know, we have but one 
office in the State, but in some of the larger States we have up to 4 
or 5 offices. 

Senator SparKMAN. Let’s go to Alabama, for instance. Does that 
cover the State of Alabama ? 

Mr. Kina. Yes, sir. 

Senator SparkMAN. What kind of a backlog do you have? 

Mr. Kina. As of January 31, 1954, we had a backlog in Alabama 
of 1,371. Those were veterans on the priority, or waiting list. 

Now, from the point of experience 

Senator SrarkM AN. This fellow is pretty well along, then, if he is 
576 out of 1,371. I thought he was stating a pretty bad case. 

Mr. Kine. From the ‘point of experience, the figure is somewhat 
fallacious because we find—and undoubtedly it is in part consequent 
upon the waiting—we find that when we reach the people on that 
list 

Senator Sparkman. That a good many of them have made other 
arrangements ¢ 

Mr. Kine. A good many are no longer interested so that, although 
our number on the waiting list on a given day was 32,000 we probably 
would find somewhere between 18,000 and 20,000 actually step up 
when they are told they can get the money. 

Senator Sparkman. If you applied the same proportion to Ala- 
bama’s 1,371, even if you took a third of that off, you would have 
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1,000 and at 120 a quarter, it would take about 8 quarters to get around 
to it, wouidn’t it? 

Mr. Kine. We don’t guarantee any of them that they are going 
to be reached. 

Senator SparKMAN. I realize that. 

Mr. Kine. We try to maintain a strict order of priority with 
reference to incoming requests. 

Senator SparKMAN. May I say I want to commend you for the job 

you have done. I think you have done a fine job on this program, and 
the approval with which it has met is eloquent testimony. 

Mr. Kine. Thank you, Sgnator. 

Senator Bennett. Don't you think it would be well to have the 
total breakdown by VA offices? 

Senator SparkMan. I think it would be well to have that in the 
record, Mr. Chairman. 

Senator Bennerr. I would also like for you to make a little more 
definite for the record, if you will, your estimate of the percentage 
of the gross list that eventually becomes an actual applicant. 

Mr. Kina. We will do the best we can on that, Mr. Chairman, 
but actually, we will be giving you what are really estimates, because 
we can’t go back and probe the reasons why they dropped off. 

Senator Brnnerr. I am not interested in that, but give us a single 
percentage figure which would represent your estimate so that we can 
apply it to the list. 

Mr. Kine. Yes, sir; I will be glad to do that. 

(The information requested follows:) 


Statue of VA direct loan applications and requests 


! a and requests on hand, 
7 | f Mar. 12, 195', for which funds 
Totalnum- | 25° 
| ( 0 p Bs 
ber of Ians had not been reserved 
for which = ” Se ersten 


Regional office funds had ‘ . 2 
been reserved | Estimated potential 








as of Feb. 28, | Total num- loans ! 
1954 ber an nanan 
Percent Number 
A ae ee ee eee ear er 2 51, 382 37, 883 39.3 | 14, 879 
Alabama: Montgomery. .-_-.----- ; 1, 953 1, 426 30. CO 428 
BE, FE i ccctnncncdiedesaes: " . 489 61 | ll 
Arizona: Phoenix. .............-. > 252 435 35 | 152 
Arkansas: Little Rock -__..-..-- 1, 247 | 71 30 213 
California: | 
oS 60 30 24 
NG ee 0 : ar 
San Francisco-_----..-- . 596 35 209 
Colorado: Denver-..........---- 566 30)—CO| 170 
Connecticut: Hartford _........._-- J . iceatibomadinn a 
Delaware: Wilmington. -- ) 
District of Columbia: Washington ws ee 
Florida: 
a SS Se ‘A : 183 500 60 300 
Es «anon connscbthitebited 4 810 987 60 592 
Georgia: Atlanta...............- 1,917 2, 450 55 1, 3:7 
Hawaii; Monolalu...............-..... ebdgnate as @) : witiect , 
ewes - 389 | 124 80 yg 
Illinois: Chicago... -.......--- Je asa 2, 099 | 1, 854 | 70 | 1, 298 
Indiana: Indianapolis-.---.-..- he biesiibadeodan énwenl 1, 706 | 1, 220 | 25 | 305 
Iowa: Des Moines-.................- phlei aed 1, 251 | 180 60 108 
pO eae ree ae bbb cpte wise 547 | 325 36 1)” 
Kentucky: Louisville-.........- Pascual 2, 993 | 1, 851 | 50 925 


See footnotes at end of table 
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Applications and requests on hand, 
Total num- | Tsd'not been reserved ns 
for which | |——-———--—-— 
Regiemal office scenes | Estimated potential 
as of Feb. 28, | Totalnum- | loans ! 
1954 | be 


Number 








Louisiana 
New Orleans 
Shreveport 
Maine: Togus 
Maryland: Baltimore 
Massachusetts: Boston 
Michigan: Detroit. 
Minnesota: St. Paul 
Mississippi: Jackson 
Missouri 
Kansas City 
St. Louis... 
Montana: Fort Harrison-. 
Nebraska: Lincoln. 
Nevada: Reno : 
New Hampshire: Manchester-- 
New Jersey: Newark__. 
New Mexico: Albuquerque. -- 
New York: 
Albany... 
Buffalo 
New York... 
Syracuse 
North Carolina: Winston-Salem - - 
North Dakota: Fargo. 
Ohio 
Cincinnati 
Cleveland 
Oklahoma: 
Muskogee 
Oklahoma City 
Oregon: Portland 
Pennsylvania 
Philadelphia att ks 
Pittsburgh 7 25 
Wilkes-Barre . = . g8 25 
Puerto Rico: San Juan ‘ . 56 891 15 
Rhode Island: Providence . - ..- : ( ; : 
South Carolina: Fort Jackson _- ; m . ,191 43 
South Dakota: Sioux Falls ‘ 2 335 65 
Tennessee: Nashville - --..-.-.-- ; , 209 35 | 
‘Pexas: | 
Dallas : 301 40 | 
Houston ° { 103 37 | 
Lubbock 506 60 | 
San Antonio. . 21 60 | 
Waco — 5 200 40 | 





| 
Utah: Salt Lake City 335 70 | 
Vermont: White River Junction - 4 40 | 
Virginia: Roanoke - - “ 2, 2, 574 40 
Washington: Seattle _ _- 350 365 16 
West Virginia: Huntington - --- , 736 2, 050 334% 
Wisconsin: M ilwaukee , 228 762 24 
Wyoming: Cheyenne = 284 230 54 
| 





1 Based on attrition experienced in recent months following notification to veterans on waiting list that 
funds were available 

? This total includes 44,308 fully disbursed loans and 7,074 loans in process, 

3 No areas in this region eligible for direct loans. 


Senator Bennetr. Were you through, Senator? 

Senator SparKMAN. I wanted to ask just 1 or 2 more questions. 

I don’t believe you gave in your statement any facts as to how the 
program has worked, the delinquencies or anything of that kind? 

Mr. Kine. We have had an extremely satisfactory experience with 
the program in that regard, Senator. 
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When I last looked at the figures a month or 2 ago, I remember there 

were just 26 foreclosures. I see here a statement as of January 31, 
1954, which shows that a total of 2,289 direct loans have been termi- 

mere as of that date. That is out of the approximately 43,000 loans 
made by that date. Of these, 519 were terminated by ee in 
full, 1,709 as a result of sale by the veteran, 29 by foreclosure, and 
32 by voluntary conveyance, which is action probably consequent upon 
the inability of the veteran ‘to keep up on his payments. 

I say that our experience with the credit factor here has been 
extremely satisfactory. 

Senator SparkMAN. How many had been foreclosed ? 

Mr. Kine. Through January 31, 1954, Senator, 29. 

Senator SparKMAN. 29 out of 41,000? 

Mr. Krne. 43,000. 

Senator SparkMAN. Nearly 45,000? 

Mr. Kine. Yes, sir. 

Senator SparKMAN. It seems to me that it is a very fine record. 

Mr. Kina. Yes, sir; I think it is very good. 

Senator Bennerr. Who services your contracts? Do you have a 
contract of your own? 

Mr. Kina. VA salaried people service these loans, Senator. 

Senator Bennett. Do you have any questions, Senator Bush ? 

Senator Busx. No questions. 

Senator Bennerr. Can you tell the committee what, if anything, has 
been done to eliminate the duplications and wipe out the variations in 
standards between VA and FHA ? 

I notice the President’s Advisory Committee was a little critical of 
the existence of these variations, and called on the heads of the two 
agencies to develop a mutual program which would minimize, if not 
eliminate, them. 

Do you know whether anything is being done in that respect, or what 
has been done ? 

Mr. Kina. Mr. Chairman, I know of no work that is actually being 
done, at least by VA, toward the ultimate accomplishment of the pur- 
poses of those who have raised this issue, which is to transfer all or 
part of VA functions to another agency. 

Senator Bennerr. There is an intermediate item which I think is 
covered by the report which represents the elimination of unneces- 
sary differences, appraisal standards, and paper work that they criti- 
cized rather strongly. 

Mr. Kine. Yes, sir. 

Mr. Chairman, we have considerable difficulty in reconciling fact 
and faney, with reference to many of those assertions or statements. 
It is widel» believed, for example, that VA requires two sets of inspec- 
tors to come on the premises during construction, namely, FHA in- 
spectors, and VA inspectors. 

That is a very considerable exaggeration. 

If I may, I will give you some statistics that bear on that: During 
calendar year 1953, the VA made appraisal assignments on slightly 
over 467,000 units. "More than 223,000 of those related to the appraisal 
of a single unit of existing construction. In considering any possible 
overlap in inspections, therefore, such units must be excluded. 
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Now, of the remaining 244,000 units, a total of nearly 184,000 were 
scheduled for VA inspection. This would mean that there could be no 
dual processing in respect to the units thus being inspected by VA. 
As to the balance, VA would accept FHA compliance inspections with 
but few exceptions. 

The VA rule, Mr. Chairman, is—“You, Mr. Builder, can take your 
choice as between FHA or VA inspections. If you take FHA inspec- 
tions, we, VA, will take the FHA Form 2051, the final inspection cer- 
tificate.” That rule, as I have mentioned, is subject to some exceptions 
which I will refer to later. On the other hand, as to the builder who 
prefers VA inspections, in his case, no FHA inspections whatever are 
involved. 

Now, the figures I have given you show that there is a possibility 
of duplication in less than 15 percent of the total appraisal work of 
VA, on new construction. That rule that we will take the FHA 2051 
form eliminates practically all of that 15 percent. Now, in given 
exceptions, VA will either not take the FHA inspection, or will require 
supplemental VA inspections, usually a single, final inspection. 

In the very few areas—and there are 3 or 4, at most—where we 
won't take FHA inspections, we agree to do so as soon as our reasons 
for not doing that are eliminated, and we are working that out very 
nicely with FHA, I believe. 

As to those place where we still find it necessary to have a VA fourth 
and final inspection, the necessity for our doing so is consequent upon 
the need for having a determination made as to whether or not the 
plans and specifications upon which VA based its initial appraisal have 
been carried through in the actual construction. It is a little difficult 
to explain the routine of that. But I will try. As a builder in this 
relatively small percentage of cases, proceeds through both FHA and 
VA simultaneonsly, he puts in his package with both the agencies. 
If that involves land planning, VA accepts the FHA findings on that, 
as a rule. 

But, now, during the time elapsing, between the submission of those 
plans and specifications, the making of the VA determination in value 
upon them, and completion of the construction a lot of things can 
happen. For example, the builder can alter his specifications. FHA is 
not very much concerned with the detail of that, because they are in- 
terested primarily in the observance of standards and in the mortgage 
loan value. The VA has to be interested also in the veteran’s con- 
tract—in what the builder has contracted to supply to him. So, where 
a very considerable possibility of substitution exists, there is only 
1 of 2 ways in which VA can get what is necessary : Either by having a 
lender certify that the in-place construction is identical with the speci- 
fications upon which VA is acting, or by having VA require a final 
of its own. 

Now, in a considerable number of that type of case, where we have 
both agencies operating on one project, the lender does supply that 
certification and VA requires no final. But where no one will supply 
us with that certification, we have to go get the facts for ourselves. 
How essential that step is was learned abundantly by the two subcom- 
mittees of the House that went into this a year or a year and one-half 
ago. 

Now. as to what we are doing to eliminate some of the cases of these 
complaints: We are endeavoring constantly to see that on the local 
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were ' scene, VA’s requirements conform with the pattern which FHA 
ae requires locally. Where we find we have to ditfer—and we tell our 
VA. offices to do a lot of soul searching before they differ—where we find 
with we have to differ as to “X,” and “X” contemplates a given standard, 
; we have it reported into Washington. If the VA technical staff here 
pour | supports the position of its local office we check with the national 
poo |  oflice of the FHA to see if it will support its local office. There is 
cer- ' ample opportunity for coordination in this routine. 
en If the home office of the FHA supports this specification or this 
who standard “X” which our peopele couldn't get along with, then we 
are give consideration in our central office as to whether we will make the 
Af particular point at issue a mandatory requirement or whether we will 
lity go along with standard “X.” 
k of These instances have been relatively few. We are urging and have 
205 | been urging for some months that many of these details can be worked 
ven out very nicely if you have an effective local builders’ committee to 
ure study these things and study the requirements of the agency, and 
endeavor to reconcile our respective positions on a practical basis. 
we Now, there is another ingredient in this picture which is causing 
mons some resentment against VA. Consequent upon experience, and that 
pery experience is reflected abundantly in the investigations of the Rains 
committee and the Teague committee, VA finds very often that it 
rth wants more in the way of engineering detail than the builder is pre- 
pon pared to supply. We want to know from an adequate engineering 
the report how the drainage is going to work out in that area, or we may 
are need data on soil factors, or the possibility of using septic tanks. 
cult Now, that is an agyravating requirement of VA processing, depend- 
this ent upon which side of the picture you are looking from, and it costs 
and the builder some money. We require it only where we feel that other- 
my wise we have no way of knowing whether the project, as proposed, 
hat, is one that should have the Government agency’s approval. 
We have another little requirement that is somewhat aggravating. 
«ee Once the installation goes on under that engineering report, we re- 
ue quire, when it is in place—when it is completed, that that engineer 
— look at it and give us a followup report, stating that the installation 
Lis was put in place in a manner consonant with his initial survey. 
= Now, I don’t think that VA can do differently in those things. I 
age don’t think we could go back, again, and answer a subcommittee of 4 
= the Congress, if we neglected to do these things, because I believe— 
— although I don’t have in mind the specific recommendations of either 
nly of those subcommittees—I believe that this action was either specifi- 
3 “ally recommended by those committees or is entirely within the tenor 
ee of the recommendations of those committees and within what those 
nal committees found would be necessary, were the incidence of legitimate 
complaints as to housing deficiencies to be narrowed. 
ae Senator Bennerr. Well, I have enjoyed the explanation. Now, 
hat I would like a short answer: Are you working to try and eliminate 
ply the differences and confusion, or are the two agencies going down 
aoe parallel courses, insisting on their individual rights? F 
m- Mr. Kina. We are working to eliminate the causes of these com- 
alf plaints, Mr. Chairman, within the present alinement of functions and 
the divergent responsibilities of the respective agencies. 
ae Senator Bennerr. You think you have made some progress in that 


cal direction ? 








172 HOUSING ACT OF 1954 


Mr. Krwne. I think that there is being considerable progress made. 
We would be glad to submit the detail on any of these things, relative 
to any specific complaint you may have, as to unnecessary duplications. 

Senator Bennerr. The report of the President’s Advisory Com- 
mittee contains 7 specific references or 7 specific areas in which it 
says problems exist in the differences of approach between the 2 
agencies. 

I think we would like to have you submit, for the record, comments 
about each 1 of these 7 differences, unless you are prepared now to 
discuss them. 

Mr. Kine. I am not sure, Mr. Chairman, that I can identify the 
seven. I will endeavor to do it. If we can identify the seven, we 
will give you the detail. 

Senator Bennett. I can identify them for you one at time by read 
ing from the report. 

The first objection is—I am quoting from page 66 of the committee 
report— 

The time required to secure VA appraisals and certificates of reasonable value. 
The survey shows that on the average it takes twice as long to get a certificate of 
reasonable value from a VA field office as it does to get an FHA commitment. 

That goes on into further detail, unless you would like me to read 
the rest of the paragraph. 

Mr. Kine. I would be glad to make some allusion to that, 
specifically. 

I believe you will find that that varies from office to office, and in 
some areas VA processes more expeditiously than FHA, and in other 
offices the opposite is true. The reason for that, basically, is the work- 
load which currently is facing the individual office. 

VA offices by and large have been facing extremely high appraisal 
workload factors. For example, our February estimates show a total 
incoming volume of appraisal requests which is higher than that for 
any period since early 1950, which, as you know, was the great 
1,400,000-unit year. 

We went up some 12,000 or 13,000 cases above January. Now, the 
technicians allowed the VA, on the budget considerations, are allowed 
on the basis of annual volume. Where you have fluctuations in the 
workload from month to month, the only result that humanly can be 
expected is that the office becomes backlogged. It gets behind in its 
processing. 

We are adopting every expedient we can to reduce that processing 
time. However, it is going to continue to plague builders and | 
believe you will find FHA offices would be put in the same position 
if they had heavy influxes of volume. 

Senator Bennerr. Are there no factors that contribute to that prob- 
lem which represent more complicated reports, or more involved me- 
chanics in making these appraisals? 

Mr. Kine. Yes, sir; there are factors that complicate that, Mr. 
Chairman. 

The VA makes a finding of reasonable value. It determines the 
maximum price at which a builder can sell those houses to veterans 
under the VA program. So there is considerable in the way of appeals 
and jockeying and endeavors of one kind cr another to work those 
specifications over and work those valuations over to see if they can’t 





nade. 
ative 
pons. 
’ 
Com- 
ch it 
the 2 


nents 
Ww to 


y the 
1, We 


reac 
Littee 


value. 
ate of 
ment. 


read 
that, 


id in 
other 
york 


‘aisal 
tota| 
t for 


vTeat 


, the 
ywed 
1 the 
in be 
n its 


ssing 
nd | 


ition 


rob 
| me- 


Mr. 


3 the 


rans 
pea ls 
chose 
can’t 





HOUSING ACT OF 1954 173 


get a better deal out of VA. It does occasion a very considerable 
workload. 

Senator Bennerr. That is a problem that is related to the VA 
system which is not involved in the FHA system, is that right? 

Mr. Kina. I believe it is relatively less involved in the FHA system, 
although, of course, there is undoubtedly a lot of discussion or nego- 
tiation or pressure with reference to what specifications the FHA 
might require of a builder, on a given project, or as to what FHA will 
allow as a maximum mortgage amount. 

Senator Bennertr. Does the VA endeavor to keep its specification 
formulas—I was going to say—up to date, keep them abreast of 
developments within the building industry, or are they inclined to lag 
behind the pattern of the industry ? 

Mr. Kina. Basically, Mr. Chairman, as you know, VA uses the FHA 
booklet of MPR’s. We don’t impose a duplicate set of standards or 
specifications upon the building industry. We endeavor to keep that 
current, at all times. 

There is considerable in the way of asserting that neither FHA 
nor VA—and you can read an article on the subject in the current issue 
of House and Home—keep abreast of improvements. VA is prepared 
to make a pretty good demonstration of the fact that we do keep 
abreast of improvements. However, the problem that bothers archi- 
tects with reference to both the FHA and VA systems, as that article 
pretty well sets forth, is that we have to drag our feet in tempo to 
public acceptance. There isn’t enough education of the public, or 
even of the lenders who are required to finance these houses, with 
reference to innovations in housing that have great merit. 

Senator Bennerr. Is there any chance that you drag your feet too 
much? I would like to quote this sentence from the survey: “Many 
commented that VA appraisals are unrealistic, making no allowance 
for refinements in building products or planning, and forcing builders 
to leave out popular items demanded by veteran purchasers, and 
the result has been the production of minimum houses unacceptable 
to many veterans.” 

Mr. Kinc. We would contend that is not a true statement. Al- 
though I am not a technician, I went into this pretty thoroughly 
myself. I found in our cost approach to valuation, we allow speci- 
fically for anything that has merit in the way of a deviation or a modi- 
fication of basic plans. 

Senator Bennett. Is it the process of getting the permission to 
make the deviation that helps to slow up the appraisal time? 

Mr. Kine. It would be true with reference to either an FHA or a 
VA office, that if a builder carie in with plans that were unique, it 
would take longer to figure that job than it would to figure a Cape 
Cod, or a Williamsburg, or a square box. Apart from that, VA en- 
deavors to allow a fair reflection of the added cost of those unique 
features in the VA valuation process. 

For example, we have a specific linear-foot allowance for every 
additional linear foot of perimeter, and it is a liberal one. It would 
be hard to prove that statement you quoted. The debate probably 
would eventuate in an assertion, “Well, such and such a local office 
of VA hasn’t heard the rule,” and that in turn might be very hard to 
prove or disprove. 
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Senator Bennett. The second question you have already discussed 
is this matter of duplicate inspection. 

The third question : “A wide variance in the application of minimum 
property or construction requirements.” 

Now that, 1 guess, has already been discussed, also, in the question 
on inspection. 

Mr. Kine. I would say again as to that we have endeavored to 
encourage wider use of local builders’ groups to iron out those diffi- 
culties, both with VA and FHA offices. 

For example, and this is a homely example that I have given before, 
m row housing in the District of Columbia the requirement of the 
FHA MPR booklet used by both VA and FHA was that beam ends 
should not abut. Where you have abutting beam ends, you have addi- 
tional fire hazards. Builders were constantly abutting beam ends. 
VA was disallowing those units or at least penalizing them. VA 
threatened to disallow them. Builders did not want to face the added 
cust of staggering beam ends. As a result of one of these committee 
actions, both groups stated what they had to have and it was found 
that VA could permit the abutting of beam ends if you put insulation 
between them, or a slate insert, concreted or cemented in. 

Now, that is a homely example of how both sides, the builder and 
the VA—and the FHA—it was the FHA standard we were discuss- 
ing—have a point they must gain. But by sitting down on a local 
basis—and we can’t do this for the whole country, nationally, in the 
central office—we don’t have that many people—sitting down locally 
and both being reasonable, most of the things that occasioned this 
point No. 3 you have read from can be eliminated. 

Senator Bennerr. No. 4 suggests a difference in determination of 
improved lot values, and construction cost estimates. In other words, 
that goes to the question of different levels or varieties of appraisals. 

Mr. Kine. Well, I do not want to downplay the significance of that 
No. 4, there, Mr. Chairman, but basically, that simply means that VA 
is not allowing high enough reasonable value for the proposed build- 
ing. We have many appeals coming into Washington, from such val- 
uations. We find in very few cases that our field office has under- 
valued property as to which the complaint is made. There may be 
some cases—there would be bound to be some cases, because we are 
dealing in the realm of judgment, here. 

We do have a cost system which we have had in effect some 3 or 4 
years, in which we keep current on every element of local building 
costs. We do endeavor to fix lot values in line with comparative cur- 
rent values in a given locality. 

Senator Bennerr. Does VA and FHA, do each of the agencies in- 
dependently attempt to keep a complete schedule of costs in all the lo- 
calities of the United States? 

Mr. Krwe. I believe they do, Mr. Chairman, independently, but our 
offices have been instructed to coordinate those insofar as possible 
with the local FHA office. In other words, we don’t like to visualize 
the two local agencies both working with blinders on. 

We ask our office to effect as much coordination as they can with 
the local FHA office, with reference to their cost estimates. 

Senator Bennetr. Doesn’t that represent a tremendous necessary 
duplication of pencilwork, week in and week out, to change the rec- 
ords as local costs change? It seems to me that, offhand, that would 
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suggest an area where one determination should be satisfactory for 
both agencies. 

Mr. Kina. I don’t think the paperwork involved is that great, Mr. 
Chairman. However, there is a duplication of effort, to a consider- 
able degree, in the gathering of cost data by the respective agencies. 

Mr. Hopkins. There is not necessarily duplication. 

In other words, FHA may get their information from 3 or 4 
sourees,.and the VA get their information from 3 or 4 other sources. 
Therefore, between the two of us, we have that many more sources 
of information upon which to base our judgment and our conclusions. 

Senator Bennett. In that kind of a case, do you then reconcile the 
different answers you may get, and adopt the standard, identical 
answer, or do you continue to operate on the information your sources 
give you, while FHA operates on a different set of figures, because 
they got it from a different source ¢ 

Mr. Kine. I would say, subject to Mr. Hopkins’ correction, that bas- 
ically, we operate upon our own findings. 

Senator Seanvener The clerk has reported that we have just had 
the second quorum call from the floor of the Senate, which requires 
our physical attendance, so we will be in recess until we can return. 

(A short recess was taken. ) 

Senator Bennerr. The hearing will be in order. 

Mr. Krne. Mr. Chairman, I have taken advantage of your neces- 
sary absence here to look at some excerpts from VA records which I 
would like to put in the record, here. 

Senator Bennerr. Very well. 

Mr. Kina. For example, in TB 4—A-127, dated December 4, 1952, 
a general directive to its field offices, VA states in paragraph 4: 

It is the policy of VA that there shall be full cooperation with the Federal 
Housing Administration in respect to loan guaranty activities. Insofar as VA 
is concerned, there shall be a free exchange of all information pertinent to the 
common objective of the two agencies of guaranteeing and insuring loans of houses 
constructed in a sound and workmanlike manner, and in accordance with ap- 
proved plans and specifications. 

Then, in paragraph 5, it says: 


In any occasion where it is necessary for the FHA to determine the basis on 
which VA predicated a VA form 4-1843, Certificate of Reasonable Value, the 
Loan Guaranty Division, in the particular regional office shall afford FHA 
representatives the opportunity of examining the plans and specifications, if such 
examination is germane to the operations of the FHA. Similar courtesy has 
been afforded by FHA to VA. 


That was based on an understanding that we had with the Washing- 
ton office of the FHA. 

Senator Bennetr. What is the date of that directive? 

Mr. Kine. December 4, 1952. 

In a letter of March 1953, to all VA offices, we furnished them with 
a supplement of the latest FHA publication issued as a supplement 
to their field operating manual. 

In fact, that distribution was effected through an earlier letter of 
October 23, 1952. We go on, in this March 31, 1953, letter, which I 
would like to put in the record, urging that our offices meet—citing 
a number of successful instances of such meetings—with the local 
FHA people, for a thorough discussion of the interpretation ‘and ap- 
plication of the minimum property requirements with the objective 
of resolving any difference of opinion regarding formulation of re- 
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quirements with respect to interpretive items, meaning items in which 
the printed requirements expressly vest discretion as to the use of 
material or methods in the local office. 
Senator Bennerr. We will accept the full letter. Is it a directive! 
Mr. Kine. It has that significance. 
Senator Bennetr. We will accept it for the record at this point. 
(The letter referred to follows:) 


VrTERANS’ ADMINISTRATION, 
Washington 25, D. C., March $1, 1953. 
‘Lo: Managers, All VA regional offices. 
Attention: Loan guaranty officers. 
Subject: Coordination of VA-FHA processing in field offices. 

1. In June 1952 the FHA issued a supplement to their Field Operating Manual. 
This publication entitled “Construction Complaint Handbook” was distributed 
to all VA regional offices by our letter of Octuber 23, 1952. 

2. Paragraphs 1527, 1528, and 1529 of the Construction Complaint Handbook 
expressed the FHA policy regarding cooperation with the VA. An expression 
of this same policy by the VA is contained in 1B 4A—127. 

3. In reviewing the above mentioned paragraphs in the FHA publication you 
will note that cooperation is expressed as extending to the free exchange of 
all information pertinent to the common objective of insuring or guaranteeing 
loans secured by housing constructed in a sound and workmanlike manner and 
in compliance with approved plans and specifications. Such an exchange of 
information is not intended to be limited to complaint cases but rather is in- 
tended to provide for exchange of information in any case where such mutual 
assistance is calculated to better the operatien of either agency. 

4. Recent reports indicate that in a number of instances very successful meet- 
ings between VA regional offices and FHA insuring offices have been held for the 
purpose of attaining the foregoing objective. These meetings typically have been 
attended by the FHA State director, chief underwriter, chief architect, chief valu- 
autor and other staff personnel engaged in valuation and architectural work. The 
VA personnel in attendance has included the loan guaranty officer, chief ap- 
praisal section, construction analysts and other staff personnel. In such a meet- 
ing the first order of business has been a thorough discussion of the interpreta- 
tion and application of the MPR’s with the objective of resolving any difference 
of opinion regarding formulation of the requirements with respect to interpre- 
tive items. Other matters included arrangement for exchange of information 
regarding land planning analysis, construction cost estimating and valuations. 
In respect to all these matters the objectives of the two agencies are very nearly 
alike and therefore the findings of one always constitute good reference material 
to the other. In some instances a mutual agreement has been reached to the 
effect that insofar as practical each agency would refrain from issuing any verbal 
commitments to builders with respect to subdivision requirements until some 
study had been made of the project and where feasible to do so, the agency ap- 
proached would contact the other agency to obtain the benefit of the thinking 
of the officials in that agency. 

5. [It is our belief that meetings of this nature are essential to the VA operation 
and in the event that your office has not already undertaken such cooperation 
with the FHA it is recommended that immediate arrangements be made to do 
so and the result reported to this office without delay. It is, of course, recognized 
that in some instances the VA regional offices and the FHA insuring offices are 
in different localities and travel will be necessary in order to arrange to hold the 
meetings. In these cases it is recognized that difficulty may be encountered anid 
more than likely any meeting whieh can be arranged would be necessarily limited 
to fewer individuals than in the case where both offices are in the same locality 
If it is impossible to arrange a meeting. then it is recommended that an effort 
be made to attain the same objectives through the medium of correspondence. 


T. B. Kine, 
Director, Loan Guaranty Service. 


Senator Bennerr. We have now covered question 4 in the survey. 
Question 5, again, goes to the question of final inspections which I 
discussed at considerable length earlier in your testimony. Unless 
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you feel it is wise to repeat any of that material, we will assume you 
have already answered question 5. 

I imagine question 6 arises out of the technical difference between the 
approach of the two agencies to the problem, in that VA is attempting 
to serve a particular individual veteran and, therefore, would require 
individual escrows, while FHA can stretch its service over to a whole 
housing project. 

Mr. Kina. Basically, that is true, Mr. Chairman. We are a little 
more restrictive in what we allow in the way of escrow practice, and we 
do require, where there is postponement of improvements, a letter from 
the veteran seeking to occupy before final completion, that he would 
like to have VA recognize or accept the escrow procedure. We don’t re- 
quire individual breakdown of escrows where the nature of the work 
to be done under the escrow affects a subdivision like the installation 
of roadways, sidewalks, and so forth. We permit a single escrow for 
that. 

Senator Bennett. This isa rather minor comment, I would imagine, 
isn’t it? This doesn’t affect too many of your loans? 

Mr. Kine. I would think that is true, Mr. Chairman. 

Senator Bennetr. Question No. 7 is a tabulation of complaints or 
reports or comments received, apparently, from a number of respond- 
ents to whom questionnaires were sent, which indicates a belief that 
the VA athous represent a more costly method of servicing the loan 
than the FHA method. There is a breakdown indicating the relative 
number of respondents in each of an arbitrary number of cost 
variations. 

I wouldn’t think that 

Mr. Kine. Mr. Chairman, I understand that tabulation is based on 
replies received from 226 of 400 builders selected for the sending of the 
questionnaire. As of June 30, 1953, there were 15,437 builders partici- 
pating in the VA guarantee program, so that these replies were re- 
ceived from less than 1.5 percent of the total. 

In a percentage of cases, going back, again, to that series of percent- 
age factors that I read earlier, as to cases which are processed by VA 
concurrent with FHA action, there is some duplication of cost. For 
example, where FHA is inspecting, they charge a builder $45 per unit. 
If the permanent loan is insured under FHA, the builder is refunded 
$25 of that fee. If the property is sold to a veteran under GI loan, 
the builder does not get a refund of that fee, so in those instances, there 
is an added cost to the builder. 

Senator Brennerr. Is the reason for not giving the builder the re- 
fund under VA, that VA, itself, is under some inspection expense ? 

Mr. Kine. No, sir. I believe the reason is that FHA considers that 
its service costs $45 and it will refund only if the business comes to 
FHA and results in their collecting a one-half point premium through 
the years from the purchase of the property. 

Now, I would think that it would be pretty hard to find occasions 
in which, unavoidably, the added costs ran up into these high figures 
of $100 and $200. I note out of the total that only 11 report that it is 
$200 or more, and only 18 report it is from : 100 to $200—pardon me, 
those are percentages, the 18 and 11. 

Senator Bennetr. This table covers approximately one-half of 
the people who responded to the questionnaire. I think you said 
there were some 200. 
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Mr. Kine. Yes, sir; 226 out of 400, which is 114 percent of the 
VA builders. 

Senator Bennett. The table is based on 100 percent, so you can 
pent about double these figures, here, and say there were approximately 

25 out of the 226 who said there was $200 or more, and so on down. 

Mr. Kine. Yes, sir. That rapid calculation of yours exceeded my 
own mathematical abilities. 

Senator Bennett. Don’t depend on mine. 

Mr. Kine. Now, I would imagine you would find some of those 
instances were instances in which we required this extra engineering 
report, because we thought the local situation demanded that we have 
that extra assurance. 

The statement made on February 17, 1953, when this type of asser- 
tion was advanced at an American Legion meeting here in W: ashington 
was that the net cost in all cases was $200, so I am a little relieved to 
find out that the $200 cost has narrowed itself down to some relatively 
few people. 

Senator Bennett. The clerk calls my attention to the fact that it 
is now 11:45. I have delayed you considerably this morning and 
undoubtedly you will want to go into other extended testimony before 
you get through with your reference to the big bill, S. 2938. 

I wonder if you would permit us to discontinue your testimony at 
this point and let us hear the ODM and the Federal Civil Defense 
Administration witnesses, whose testimony is very short, so that they 
would not have to come back this afternoon? You would more or 
less have to come back, in any event. 

Mr. Kine. I would be very pleased to subscribe to their convenience. 

Senator Bennerr. We will meet at 2 o’clock this afternoon in the 
Interstate and Foreign Commerce hearing room, G—16, the room in 
which we met yesterday afternoon. 

Is there anyone in the room who does not identify the location of 
this new room? It is on the gallery floor of the Senate wing of the 
Capitol, immediately behind the Democratic side of the Senate. 

We will meet there at 2 o’clock and continue with Mr. King’s testi- 
mony. Thank you very much for making way for me at this point, 
Mr. King. Your testimony in the printed record will not show this 
interruption, but will be continued, completely. 

Mr. Kine. Thank you. 

(The remainder of Mr. King’s testimony, taken in the first part of 
the afternoon session, follows:) 

Mr. Kine. Passing along to S. 2938, the proposed Housing Act of 
1954, my comment will be purposed to call the attention of the com- 
mittee to those features of the bill which either directly or substan- 
tially affect the GI loan program administered by the VA. 

Now, I think you are just being polite in suggesting I read through 
this, since I now have a written statement. 

Senator Bennetr. You can do anything you want with it. 

Mr. Kine. I think, perhaps, that I should brief it off the record 
and submit it for the record. 

Senator Bennert. Let’s brief it on the record, and also submit it 
for the record, because your brief may call forth some questions, and 
they can’t be related to anything except the conversation that provokes 
them. 
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Mr. Kine. Well, the text, here, is really a brief in itself. I would 
prefer to—I could read it very fast. : 

Senator Bennetr. You go ahead, then, and read it, at your con- 
venience, and then we can talk about it. 

Mr. Krne. Affected directly would be much of the control over the 
administration of the Servicemen’s Readjustment Act now vested in 
the Administrator of Veterans’ Affairs. Section 201 of the bill would 
transfer from the latter to the President the fixing of rates of interest, 
fees and charges, ratios of loan to value, and maximum maturities on 
home loans guaranteed or insured under the Servicemen’s Readjust- 
ment Act of 1944, as amended. 

Affected indirectly, is the unique position in which existing laws 
have placed the World War II or Korean veteran who is desirous of 
buying a home, by making it possible to raise all prospective home 
buyers to a virtually competitive level. 

For example, sections 104 te 125 of the bill would amend title IT of 
the National Housing Act to increase the maximum insurable mort- 
gage and the maximum permissible term of the mortgages insurable 
under section 203 of the National Housing Act. 

The permissible 30-year maturity which heretofore was applicable 
only in the case of low-cost housing, featuring mortgage amounts up 
to $6,650, would be applicable to any mortgage eligible for FHA 
insurance. Other liberalization would be effected by section 104 of 
the proposed bill by increasing substantially the maximum loan to 
value ratios heretofore authorized. 

The increases in loan to value ratios are set forth in the printed 
table on page 4 of the Senate committee’s summary of the provisions 
of the Housing Act of 1954. 

The higher ratios thus proposed affect both existing and proposed 
housing, the increase over present limits being greater in the case of 
existing housing. Formerly, the maximum loan on an existing unit 
was 80-pereent of the FHA valuation, but under the bill, the maximum 
joan could be as much as 95 percent of the valuation in the lower price 
ranges. 

These proposed increases in loan to value ratios and the corollary 
reduction in the cash downpayments, together with the increase in the 
permissible term of the loan will make considerably more liberal 
financing terms possible for prospective home purchasers under the 
FHA program. 

This, of course, would tend to dilute the preference which has been 
available to veterans obtaining GI financing, since the amendments 
would place nonveterans in virtually an equal position in respect to 
housing credit terms. The extent to which such dilution would take 
place depends, of course, upon whatever action may be taken by the 
President in exercising his authority under section 201 of the proposed 
bill, as under the bill, the President must authorize the more liberal 
terms provided for before they become applicable to the FHA 
program. 

On the other hand, it is noted that the only action which the Presi- 
dent could take in respect to VA-guaranteed home loans would be 
to make GI loan terms more restrictive. If the FHA program is 
liberalized as contemplated in the bill, all eligible veterans, including 
recent veterans of the Korean conflict, would no longer enjoy the 





180 HOUSING ACT OF 1954 


preferred position that heretofore has been theirs in respect to housing 
credit. 

Inasmuch as it is not known to what extent the President might fin 
it expedient to liberalize the FHA program, the exact effect of the 
ane legislation upon the preferred position of veterans in the 
10using market cannot be measured at this time. 

Senator Bennetr. May I stop you at that point? I notice you care 
fully refrained from making any recommendations for amendments 
to the program which may offset some of this dilution to which you 
refer. Do you have a comment on that? 

Mr. Kina. Later on, I make a comment, but I don’t propose a spe 
cific provision to be substituted in the law. 

Senator Bennett. If there is discussion later on, I will withhold 
the next two questions, and we will go on. 

Mr. King. Section 125 of the proposed bill would add two new sec- 
tions—223 and 224—to the National Housing Act. Section 224 would 
authorize insurance by FHA of advances to a mortgagor made pursu- 
ant to the provisions of a so-called open end FHA insured home mort 
gage. The type of open-end mortgage this contemplates would pro- 
vide that loans or advances in addition to the original loan secured by 
the mortgage may be made to a mortgagor for improvement, altera 
tion, or repair of the home covered by the mortgage without the 
necessity of executing a new mortgage. 

The FHA insurance formerly—up to the present—was not avail 
able to cover such advances made under the terms of an open-end 
mortgage. Such liberalization of the FHA insurance would have 
the effect of authorizing the insurance of advances which, generally 
speaking, are to protect or improve the security for the mortgage. 

Under present VA supplemental loan procedure, open-end mortgage 
provisions may be utilized for such purposes, but additional guaranty 
coverage of the advances made under open-end mortgages is available 
only to the extent that the veteran has unused guaranty entitlement 
available. 

Senator Bennett. May I stop you right there? You are saying 
to us, then, that if the veteran was originally granted a mortgage of a 
given amount—say $9,000—and he wishes to open it up again, after 
he has made certain payments to reduce the principal, he may only 
get additional loans up to the original $9,000 and use up the amount 
that he has repaid ¢ 

Mr. Krve. No. sir. The key factor which I endeavor to bring out 
there is that, irrespective of the amount of the additional lending, or 
additional loan, there i is no inducement for the lender to incur the 
additional risk of making him that loan, because we can’t increase the 
guaranty amount on the higher loan amount. 

Senator Bennerr. Then I have been confused by the phrase, “un 
used guaranty entitlement.” I had assumed that “unused” 

Mr. Kine. Well, we have a very complicated set of statutory limits, 
as you know, in this $2,000, $4,000, $7,500 guaranty. But prior to 
April 20, 1950, the maximum guaranty available to a veteran was 
$4,000. That would allow a 50-percent guaranty on an $8,000 loan. 
It would allow a 3314-percent guaranty on a $12,000 loan. 

Now. those veterans that got those loans—many of which have been 
well paid down—cannot get an increased guaranty entitlement to put 
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on that loan to induce a lender to make a supplemental loan, if that 
loan is now desired for the purposes of modernization and repair. 

Senator Bennetr. I see that. I was confusing the word “guaranty 
entitlement” with your top limit on it. 

Mr. Kine. Well, when Congress put that $7,500 guaranty benefit in, 
in 1950, they still did not put a limit on the loan itself. But it made 
that guaranty very restrictive. The $7,500 factor could be used only 
once by a home purchaser. He couldn’t use $5,000 of it, and come in 
again on a succeeding transaction and get $2,500. That was buttoned 
down very closely in the law, Mr. Chairman, at that time. What we 
are stating here, in effect, is with a lot of the influences that dictated 
that action some years ago removed, and with recognition now being 
given to the desirability in the case of the FHA mortgage of liberaliz- 
ing in this regard, “We are now prepared to let a couple of the straps 
off the bag,” and suggest to the committee that it might want to give 
its attention to liberalizing the application of this $7,500 guaranty at 
this time, so that it will encourage these loans which are needful and 
meritorious in their nature, to be made to qualified veterans. 

Senator Bennerr. That is, in effect, the meat of the suggestion 
contained in the next page. 

Mr. Kina. Yes, sir, precisely. 

Senator Bennerr. Would you like to get together with the staff 
of the committee, at your earliest convenience, and suggest language 
for an amendment ? 

Mr. Kina. I would be very happy to do that. 

Senator Bennerr. A change which would carry that out. 

Mr. Kina. I would be very happy to do that. 

(The amendment referred to follows :) 

Amend section 501 (b) of the Servicemen’s Readjustment Act is amended to 
read as follows: 

(b) Any loan made to a veteran for the purposes specified in subsection (a) 
of this section 501, may, notwithstanding the provisions of subsection (a) of 
section 500 of this title relating to the percentage or aggregate amount of loan 
to be guaranteed, be guaranteed, if otherwise made pursuant to the provisions 
of this title, in an amount not exceeding sixty percentum of the loan: Provided, 
That the aggregate amount of any guaranties under this title shall not exceed 
$7,500, nor shall any gratuities payable under subsection (c) of section 500 of this 
title exceed the amount which is payable on loans guaranteed in accordance 
with the maxima provided for in subsection 500 of this title. 

Senator Bennetr. Then, I suppose you are through with your 
reference. 

Mr. Kine. That would bring us over to the top of page 7, Senator. 

Senator Bennetr. Or the middle of page 6. ; 

Mr. Kina. I am sorry; I was reading from notes. Mr. Brownstein 
tells me they changed the page when they typed it. It is page 6. 

Section 201 of the bill authorizes the President, on the basis of re- 
views of conditions affecting the mortgage investment market, and 
after taking into consideration conditions in the building industry 
and the national economy, to establish from time to time the maximum 
rates of interest for various classifications of residential mortgage 
loans insured or guaranteed or made under the National Housing Act, 


as amended, or the Servicemen’s Readjustment Act of 1944, as 
amended. 
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It is provided that no such maximum rate of interest shall, at the, 
time established by the President, exceed 214 percent plus the annual 
rate of interest determined by the Secretary of the Treasury, at the 
request of the President, by estimating the average yield to maturity, 
on the basis of daily closing market bid quotations or prices during 
the calendar month next preceding the establishment of such maxi- 
mum rate of interest, on all outstanding marketable obligations of the 
United States having a maturity date of 15 years or more from that 
first day of such next preceding month, and by adjusting such esti- 
mated average annual yield to the nearest one-eighth of 1 percent. 

It should be emphasized that, under this provision, the figure arrived 
at by the formula approach is a maximum—a ceiling above which the 
President may not go. There is, of course, no compulsion implied in 
the bill for maintaining the effecting FHA and VA rates at or close 
to the ceilings. During the past several years, a 214-point spread gen- 
erally was in excess of that deeensit to be necessary to attract mortgage 
investment capital. 

However, in view of the apparent purpose of assuring the mainte- 
nance of adequate flexibility, it would be most difficult to build a 
conclusive case for substituting a different spread—either higher or 
lower—in the formula. But in view of the anticipated contentions 
of some that the maximum should be the minimum as well, it would 
appear worthy of consideration that the proposed authority, if vested 
in the President, should be so vested without prescribing any limit 
or formula. 

It is also desired to point out that in view of the considerable range 
of geographic disparity which has been demonstrated in the market 
in respect to the flow of mortgage money into the various areas of 
the country, it is apparent that incident to fixing of rates under the 
proposed new authority, there will be for consideration the matter 
of whether differing rates should be established. 

It would be clarifying if the Congress were to indicate expressly 
whether or not it contemplates that the establishment of such varying 
rates would be within the authority prescribed in the bill. 

Senator Bennett. Let’s stop at that point for a minute. Has it 
been the experience of the VA that service to the veteran would have 
been improved if there had been provision for a difference of rates 
on an area or location basis ? 

Mr. Kine. No, sir: we do not think so. It is practically an untried 
field, or recourse incident to a national program. It will be a little 
brittle. It will, perhaps, encourage the flow of mortgage money across 
boundary lines in unpredictable patterns. In any event, it is an ad- 
ministrative problem which is posed when you are enabled to fix rates, 
which no one wanted to tackle or has tackled in the past. But there 
has been considerable talk, incident to FHA and VA rates over the 
past couple of years, that maybe some such geographic pattern of 
variance should be established. We thought that in deliberating upon 
this proposed authority that the question should be posed. 

Senator Bennett. There isn’t any question in your mind but what 
there is in existence a variation of actual rates in various parts of 
the country / 

Mr. Kine. Mr. Chairman, there is a considerable variance in the 
supply or flow of money into given areas, and, of course, basically, 
supply against demand determines rates. 
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Senator Bennett. That is right. 

Mr. Kine. Now, I would think there should be discussion by the 
committee as to whether they are talking about something here or 
conferring authority here which they understand will contemplate 
or assure a single national rate, and let discounts and premiums adjust 
these variances, or whether they intend that this thing be handled on 
a regional basis, 

Senator Bennerr. Well, there are two problems here in the material 
which you have just discussed. There is the problem of the device 
by which the flexible ceiling is set. The device of saying 214 percent 
above the actual going rate that the Federal Government pays for 
money on its long-term paper. And I note that you express the 
feeling that over the past several years the 214-point spread would 
seem to you to be a little more liberal than was necessary, or required 
by the history. The record contains the charts submitted yesterday 
by the FHA, which indicated that prior to 1950 there were many 
occasions where a 2-percent rate would not have, or 2-percent varia- 
tion above the Federal Government’s normal rate, would not have 
provided enough leeway or ceiling to permit the rates to rise where 
they were actually placed at that time. 

Now, I am confused a little. The 2-percent rate through the 1940’s 
would have been inadequate, the 2-percent variation. ‘The 214-percent 
variation at the present time seems more than adquate. I think you 
would agree that it is better to have an adequate variation than to 
have one that has been proven within the last 10 years to be inadequate. 
But that is a problem that is not of vital moment. Maybe we should 
be more concerned with the device set forth, to make it possible for 
the rates to be changed as the market condition changed. 

You have had a fixed rate, haven’t you? MHaven’t we had to 
legislate in order to change your rate? 

Mr. Krne. Yes, sir. We had a rate that we didn’t change from 
4 percent until fairly recent date, about a year ago. 

Senator Bennett. That is right. 

Mr. Kine. And many were of the opinion that we should have 
exercised our statutory power to raise the rate to 414 or to 414 per- 
cent before we did so. However, we presented, from place to place, 
a pretty good argument, designed to prove the contrary. 

Senator Bennetr. Well, in your attempt or your design to prove 
to the contrary, you worked on the basis, as I remember it, of your 
national gross totals. Some of us who come from States where there 
is an inadequate supply of money, at least of the rates that are holding 
the eastern money centers, were concerned with the fact that your 
existing rates coutdett call out, at least on the basis of bank partici- 
= enough VA loans. We were dependent entirely on your direct 
oaning program out there, which we felt was inadequate. 

Mr. Kina. Yes, sir. 

Senator Bennerr. Now, you suggest to us, though, as I understand 
it, you do not specifically recommend to the committee, but you sug- 
gest the advisability of studying the question of regional variations? 

Mr. Kine. Yes, sir. 

Senator Bennerr. Thank you. May I ask one more question? Do 
you have any figures that would assist the committee in such a study? 

Mr. Kine. We would be glad to supply supplementary statistics 
or comment as to our experience with these rates. 

44750—54—pt. 1-18 
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Senator Bennerr. I think it would be very helpful if you could 
point out the impact of this fixed rate on your lending pregram, and 


your impressions of the variations that might have created different 
situations, more balanced situations. 


Mr. Kine. Yes, sir. On the basis of experience, we probably would 
find it more compatible with our program to prescribe a rather mod- 
erate rate and have factors of geographic variations and of selectivity, 
which is equally important, fajusted by premiums and discounts. I 
don’t know how it can be done very cogently on any very different 
basis. 

Senator Bennetrr. We would welcome your recommendations for 
practical application of that idea. 

(The information supplied follows :) 


SUPPLEMENTARY Data REGARDING HisToRICAL RELATIONSHIP BETWEEN GovERN- 
MENT Bonp YIELDS AND VA INTEREST RATE AND LOAN VOLUME 


For the information of the committee, we are furnishing three charts which 
present data regarding the relationship between Government bond yields and 
VA’s maximum interest rate and loan volume. 

Chart 1 is a copy of a chart furnished the committee by the Administrator of 
the Housing and Home Finance Agency, on which we have superimposed an 
additional line showing the maximum interest rate on GI loans. 

The upper line of chart 2 shows the market yields on long-term Government 
bonds since 1945. The lower line shows the “spread” between Government bond 
yields and the maximum rate on GI loans. This “spread” line provides a rough 
indicator of the relative attractiveness of GI loans during the past few years in 
comparison with Government bonds, although there are also many other factors 
affecting investor’s decisions. 

Chart 3 shows the relationship between GI loan volume in the past few years 
and the “spread” between bond yields and the maximum GI loan rate. It will be 
noted that the two series have followed somewhat similar trends during most of 
the period, with increases in the “spread” usually being followed by increases in 
GI loan volume and vice versa. During 1952 and early 1953 the loan volume did 
not fall as sharply as might have been expected from the trend in the “spread” 
line. This is probably attributable, at least in part, to the increasing practice of 
discounting GI loans in the secondary market. 
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CRART 3 
“GPREAD* BETWEEN GOVERNMENT BOND YIELDS AND GI LOAN RATE 
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and 4-1/2 percent thereafter. 


Senator Bennett. You may go on. 

Mr. Kino. We point out further on that same problem, at the top 
of page 8, Mr. Chairman, that there is room for discussion as to the 
specifications supposed to be laid down by the Congress incident to 
the fixing of this formula. And we draw attention to the point 
that perhaps intermediate term Government issues should be taken 
into consideration, as well as the longer-term issues, which reflect 
somewhat higher yields, because of the fact that the pattern of mort- 





“188 HOUSING ACT OF 1954 


gage loans as to which you would be fixing an interest rate, and the 
pattern of the investment character of the particular bond issues with 
which you make comparison, is probably a little nearer in the case of 
the 8-year issues than it is in the case of, for example, 30 years. 

Senator Bennett. This formula is not to fix a going interest rate, 
but to fixa maximum ceiling. You would expect the ceiling, the allow- 
able ceiling, always to be a little higher than the current going rate. 

don’t think it would be very practicable to have the rate always 
crowding up against the ceiling. 

Mr. Kina. I believe you are right, Mr. Chairman. It isn’t contem- 
plated that the rate will always “crowd the ceiling, but I think it is 
contemplated that the rate fixed will be a going rate, and not a 
maximum. 

Senator Bennett. That is right. But the purpose of the device, 
here, by which 214 percent is added to the Government’s rate, as calcu- 
lated by this for eal , as I understand it, is to fix a flexible ceiling, with 
the understanding that the actual rates ¢ char ged will probably run gen- 
erally below that. ceiling. So, from that point of view, I am not so 
concerned whether it is 2 or 21%, or whether we figure it on 15-year or 
8-year bonds, as long as the practical result is a ceiling that will gen- 
erally be above the market, the proper market, for these mortgages. 

I think we are trying to avoid the situation where the mortgage 

rates are always bumping up against the ceiling, and there is pressure 
for legislative action, or pressure on the President, to raise the ceiling. 
I don’t think it is contemplated that these rates should be the going 
rates. If I make myself clear. 

So, from that point of view, as I say, I am not too greatly concerned, 
as long as the ceiling is a practical one. 

Your point is that we don’t need any kind of a formula, just leave 
the President free to use his own judgment to fix the rate? 

Mr. Kine. We suggest that it be considered further. It is our 
belief that if you put ‘this formula in the way it reads, everybody is 
always going to be pressuring to get to that maximum. They will 
all be looking at it. They may be buying short-term issues on the 
theory they are going to get there next month, and so on. I think it 
might be disruptive to the orderly flow you hope you will induce. 

Senator Bennett. The only argument I think of, offhand, for put- 
ting any kind of a ceiling on, is the fear that might generate in the 
minds of some borrowers, GI borrowers, that there was now no ceil- 
ing, and that his interest rate might rise to astronomical heights. 
There are a lot of people in the country who would make a great “deal 
of that situation, and say that we had removed the last protection of 
the veteran, because it was now possible for the President to put the 
rate up. We might soon be hearing speeches on 8-, 9-, and 12-percent 
money that might be possible under the law. I think that is a logical 
reason for having some kind of a ceiling in the law. 

Mr. Kine. I don’t think those fears need be very immediate, though, 
Senator, in view of the way the market is going. 

Senator Bennerr. Well, some of us in this body run for office occa- 
sionally, and have to look at some of those practical problems. 

Mr. Kine. Under section 201 (4) of the bill, the President may 
establish maximum fees and charges which may be imposed or col- 
lected in connection with the origination of residential mortgage 
loans which are to be guaranteed or insured under the Servicemen’s 
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Readjustment Act or the National Housing Act. Such authority 
extends not only to the charges made in connection with the guaran- 
teed or insured loan to the purchaser of the unit, but also includes fees 
and charges that may be imposed in connection with nongovernment- 
assisted construction financing obtained by the project builder, oer, 
for that matter, an individual lot owner desiring interim financing to 
construct a home on his lot, who contemplates permanent financing 
in the form of a guaranteed or insured loan. 

It is not known whether this authority in the President will be 
exercised immediately following enactment of the bill, or only if 
abuses develop in connection with the fees and charges _— or 
collected incident to the extension of construction or so-called perma- 
nent financing. In conjunction with the foregoing provision, it is 
noted that section 203 of the bill would repeal section 504 of the Hous- 
ing Act of 1950, as amended. 

The Veterans’ Administration concurs in the proposal to repeal 
section 504 and heretofore has recommended such repeal to the Ad- 
ministrator of the Housing and Home Finance Agency for the reasons 
set forth in the attached copy of a letter dated December 22, 1953, a 
copy of which I would like the privilege of inserting in the record. 

Senator Bennett. Is that the letter, a copy of which is attached to 
this? 

Mr. Kne. Yes. 

Senator Bennett. At this point, this letter of December 22, ad- 
dressed to Mr. Cote, and signed by Mr. Higley, the Administrator of 
the Veterans’ Administration, will be inserted in the record. 

(The letter referred to follows:) 

VETERANS’ ADMINISTRATION, 
December 22, 1953. 
Hon. ALBERT M. COLE, 
Administrator, Housing and Home Finance Agency, 
Washington 25, D. C. 

Dear Mr. Cote: This is in response to your request of December 14, 1953, that 
I advise you regarding the experience of the Veterans’ Administration with sec- 
tion 504 of the Housing Act of 1950, and that I state my views as to whether it 
has proved to be workable and effective. 

It is considered advisable at the outset to advert to the situation which existed 
when the Congress originally enacted section 504 of the Housing Act of 1950. 
The following is quoted from Conference Report No. 1898, dated April 5, 1950, 
which accompanied S. 2246: 

“Section 504 of the Senate bill contained a provision directed against the prac- 
tice of lenders requiring excessive charges in consideration for making FH.A- 
or VA-guaranteed loans. In lieu of the provision of H. R. 6070—that no otherwise 
available mortgages could be purchased by the Federal National Mortgage Asso- 
ciation unless the mortgagee certifies that no bonus, fees, or other charges in 
excess of those expressly authorized by the Association has been or would be 
charged or received by such mortgagee to or from the builder or the mortgagor 
in connection with such mortgage, the Senate language specifically anthorizes 
and directs both the Federal Housing Commissioner and the Administrator of 
Veterans’ Affairs to prescribe the maximum fees which could be charged in 
connection with financing of construction or sale of housing built or sold with 
the assistance of any FHA-insured or VA-guaranteed loan, and to require cer- 
tificates from the mortgagee that no excess charges have been imposed by such 
mortgagee. These regulations would apply not only to charges in connection 
with the particular mortgage loans insured or guaranteed by the Government, 
but to charges in connection with other loans made for the construction or sale 
of housing involved. The conference substitute contains the Senate language.” 

In the report from the Senate Committee on Banking and Currency on the 
amendment of S. 2246 (Rept. No. 1286, dated February 24, 1950), it was stated: 

“With respect to these GI-guaranteed loans, a committee amendment previously 
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reported would have required the mortgagee, as a condition to the sale to the 
FNMA, to certify that no bonus, fee, or charge, other than those approved by the 
FNMA, has been or will be received in connection with the placement of the loan. 
The amendment was directed against a practice in some areas of payments by 
builders to lenders in order to get them to make 4-percent GI loans for resale to 
FNMA. This practice tends to increase the price of housing sold to veterans and 
to defeat the purpose of the 4-percent-interest-rate limitation for GI loans, Your 
committee has now deleted this amendment, which would have applied only in 
the case of FNMA purchases of VA-guaranteed loans, and in lieu thereof is recom- 
mending a provision to be included in title VI of the amendment (sec. 604), which 
would specifically authorize and direct both the Federal Housing Commissioner 
and the Administrator of Veterans’ Affairs to prescribe maximum fees which 
could be charged in connection with the financing of construction or sale of hous- 
ing built or sold with the assistance of any FHA-insured mortgage or VA-guaran- 
teed loan, and to require certifications from the mortgagee that no excess charges 
have been imposed by it. Regulations so issued could apply to all charges made 
in connection with financing of housing built or sold with such assistance, even 
though some portion of the financing was not assisted by the Government. Thus, 
the maximum benefits from such a provision would be extended to all purchasers 
of homes for which loans are guaranteed or insured by the Government, whether 
or not the loans are sold to FNMA.” 

It should be borne in mind that initially what the Congress proposed was a 
control on fees chargeable by the mortgagee only with respect to those mortgages 
being tendered to Fannie Mae. At that time the Federal National Mortgage 
Association was issuing advance commitments and many such commitments were 
held by lenders. Furthermore, the mortgagee could sell all of his GI loan origina- 
tions to FNMA and those lenders who had the Fannie Mae commitments were, 
in some areas, charging builders very substantial sums in order to obtain the 
financing which eventually resulted in a mortgage owned by the Government. 
The lender was (in effect) exacting a fee from the builder or sponsor for obtaining 
GI financing that actually represented the use of Government funds. It is con- 
sidered that this was the practice Congress was mainly concerned about and was 
desirous of curbing, although there was, in addition, concern that the cost to 
the purchaser of the house would include this charge to the builder. As you 
know, Congress has changed the FNMA advance commitment authority. Such 
change together with other developments concerning the purchase of mortgages 
by Fannie Mae have operated as effective curbs on the practice (the charging 
of fees for what really was the use of Government funds) which the Congress 
was seeking to contro] when section 504 was originally enacted on April 20, 1950. 

Prior to June 30, 1953, section 504 of the Housing Act of 1950 directed the 
Administrator of Veterans’ Affairs (and the Commissioner of the Federal Hous- 
ing Administration) to control the charges and fees lenders could impose on 
the builder or seller of residential construction being sold with the aid of Gov- 
ernment guaranteed or insured financing. The statute required controls on 
the charges and fees that lenders could impose against builders not only in con- 
nection with the guaranteed or insured financing to the persons purchasing 
the completed units but also in connection with conventional construction 
financing obtained by the builder to construct the units. The Federal Housing 
Administration and this agency took coordinated action to issue appropriate 
regulations and approved schedules of permissible fees and charges. The re- 
spective agencies construed the statute as prohibiting the payment or absorption 
by builders of the discounts incurred by originating lenders when disposing of 
loans guaranteed or insured by such agencies to investors, and the schedules 
prohibited lenders from passing such discounts on to builders. As you know, 
VA-guaranteed 4-percent loans were selling in the secondary market at sub- 
stantial discounts. FHA-insured 44-percent loans had a somewhat more fav- 
orable market. In this economic market lenders and builders sought ways and 
means of legally circumventing the prohibitions in the VA regulations and 
schedules against the payment or absorption by builders of the discounts being 
incurred by lenders when disposing of 4-percent loans in the secondary market 
and a situation developed which was not satisfactory from an administrative 
standpoint, or from the standpoint of lenders and builders. 

On June 30, 1953, Congress endeavored to cure the situation by an amendment 
to section 504 which has the effect of authorizing builders to pay or absorb the 
discounts and other charges lenders originating Government guaranteed or in- 
sured loans incur when disposing of those loans to secondary investors. It is 
true that under this amendment lenders originating GI loans for retention may 
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not make any charges to builders in connection therewith since the statute con- 
templates the absorption or payment of discounts by builders only in the event the 
loans originated are solid. The industry has overcome this obstacle by having the 
loans originated by builders or by their subsidiaries or affiliates who thereafter 
sell the loans to the “permanent” lenders at a discount, You will recognize that 
this arrangement is necessary in order to cope with the competitive advantage 
which the statute currently affords to secondary investors who acquire loans 
by purchase rather than through direct origination. Such local institutions as 
savings banks, savings and loan associations and others that ordinarily would 
originate loans on local properties for retention are naturally adverse to doing 
so at a par cost when their position yield-wise will be improved by acquiring 
loans through purchase. 

Section 504 as it currently provides precludes effective control over the amount 
of the charges against builders since the statute clearly contemplates that 
builders may pay whatever discounts and charges secondary investors actually 
charge the lenders originating loans guaranteed or insured by the Federal Hous- 
ing Administration or the Veterans’ Administration. There obviously is little 
point in controlling the charges a lender makes in connection with conventional 
construction financing extended to the builder so long as the builder can originate 
the “take-out” loans and thereafter sell them to the construction lender at what 
ever discount is agreed upon, The enactment of legislation prohibiting builders 
from originating GI loans directly or through the medium of a subsidiary or affili- 
ate would not be a remedy because it would only serve to continue in effect and to 
accentuate the competitive advantage which investors acquiring loans by pur- 
chase currently have under section 504 over investors acquiring loans by origi- 
nation. These factors and the fact that the practice which mainly induced 
the original enactment of section 504 no longer obtains leads this agency to rec- 
ommend that section 504 be repealed. The effect of such a repeal would be that 
both this agency and the Federal Housing Administration would confine its con- 
trol to the regulation of the charges lenders may make against the borrowers ob- 
taining guaranteed or insured loans while control of charges against builders 
both in respect to guaranteed and insured financing to persons purchasing homes 
and to conventional construction financing obtained by the builders would be de- 
termined by competitive forces. The Veterans’ Administration is of the opinion 
that this is desirable and that Government controls should exist only if practi- 
cable and clearly necessary. The repeal of section 504 would also allow local 
investors such as savings banks and savings and loan associations to compete on 
equal terms with secondary investors without the necessity for resorting to the 
indirect origination of loans by builders or their subsidiaries or affiliates. 

We are not unmindful that some contend that builders do not absorb discounts 
or other charges made by lenders but merely pass such charges to the home pur- 
chaser by increasing the sales price of the homes. It is the opinion of the Vet- 
erans’ Administration that this contention is not generally valid in that it 
overlooks the appraisal controls which this agency can exercise through refusal 
to recognize increases in reasonable value. Regional offices of this agency have 
been exhorted to exercise extreme care to avoid yielding to any upward pres- 
sures from builders to permit the reflection of discounts through higher reason- 
able values. While we do not deny the possibility or even the probability that 
in some instances the builder is able to obtain higher valuations sufficient to 
recompense him for all—or at least part—of whatever discount he may be 
required to pay for his financing, we are of the opinion that such instances are 
a minority and that in the great majority of cases it is unlikely that a builder 
is able to recoup his discount costs through higher reasonable values. In any 
case, there is no reason to believe that the builder would be more successful 
in having his discount absorptions reflected in the reasonable value if section 
504 were to be repealed, since our instructions requiring the vigilant examina- 
tion of appraisal requests to avoid the reflection of discounts will remain 
unchanged. This would be consonant with the intent manifested by the Congress 
when the provisions of section 504 were liberalized to authorize builders to 
absorb discounts since the Congress contemplated that the control against 
builders passing discounts on to veterans would, in fact, be the appraisal control. 
In that connection the conference report (Rept. 692, dated June 30, 1953) which 
accompanied 8, 2103, states as follows: 

“In adopting the language of the House amendment, the committee of con- 
ference wishes to make clear that the Veterans’ Administration may take rea- 
sonable measures to assure that any discounts or warehousing or similar fees 
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which may be absorbed by the builder are not to be passed back to the veteran 
purchaser. Any such cost cannot be passed back to the veteran if the certificate 
of reasonable value, issued by the Veterans’ Administration in connection with 
the sale of the property, is in fact a realistic value. In connection with the sale 
of a property guaranteed or insured by the Veterans’ Administration the VA 
issues a so-called certificate of reasonable value, commonly referred to as a 
CRV, which sets a maximum limit at which the property may be sold and the 
veteran still obtain an insured or guaranteed loan upon it. This is the control 
mechanism to guard against abuses in either financing cost or construction 
practices. Obviously if the CRV is a realistic figure such abuses cannot exist.” 

Historically, there has always been a geographic variance in the adequacy 
of the supply of mortgage money. As a consequence, certain mortgages would 
command a premium in some areas of the country while in other areas the 
same mortgage would be sold at a discount. Within reasonable limits this is 
an entirely proper situation. On the other hand, there is always the possibility 
of the practice exceeding normal bounds, and unquestionably it would be highly 
desirable to endeavor to keep it within reasonable limits. That the effectua- 
tion of such control through restrictive legislation is not practicable is indicated 
by the experience of this agency in its endeavor to administer effectively the 
provisions of section 504 as they existed prior to June 30, 1953. Since the 
prime motivating factor which originally prompted the passage of section 504 
no longer obtains and since the recent amendment to the statute does not afford 
any really effective control over charges against builders this agency is of the 
opinion that the preferable course action is to recommend to the Congress that 
the statute be repealed. We think the clarifying effect of such repeal would have 
a healthiul and desirable effect of encouraging many responsible investors to 
resume or augment their participation in GI loans as it would eliminate the 
concern over the possibility that inadvertently or otherwise the fees attendant 
loan origination may have been in derogation of the law as it now exists. 

Sincerely yours, 
H. V. Hietry, Administrator. 

Mr. Krne. With the repeal of section 504 of the Housing Act of 
1950, as amended, the VA would, in the absence of the establishment 
of fees and charges maxima by the President, only regulate the fees 
and charges that lenders may impose directly against the veterans 
obtaining GI-guaranteed or insured loans. 

It would not attempt to regulate the fees and charges that lenders 
may impose against builders, sellers, or other parties interested in 
the transéction. As a consequence, lenders, builders, sellers, and 
other parties in interest—except the veteran borrower—would be at 
liberty to bargain freely in connection with the charges to be paid 
incident to the extension of both construction and permanent 
financing. 

In this situation, competitive factors or considerations would oper- 
ate to determine the fees and charges payable. The Veterans’ Ad- 
ministration is of the opinion that this is desirable both from the 
standpoint of the lending and building industries, and also from an 
administrative standpoint. 

Senator Bennerr. May I interrupt you there again? Do I under- 
stand, therefore, that you are opposing the idea that the President 
should have the power to set any such maximum fees? 

Mr. Kina. No, sir; we are not. We are simply saying that in the 
absence of action by the President, we won’t propose to regulate at all, 
except charges made directly against the veteran. Now, the primary 
reason for putting that in here and expressing ourselves this way is 
that there is a controversial record behind us, in and out of the Con- 
gress, and we are stating our position, so that if anybody doesn’t 
like it, they can bring us to book right now. 

Senator Bennerr. W ell, you go on. 
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Mr. Krnc. When I said “anybody,” I meant if the committee didn’t 
like what we would propose to do, they would be on notice, and would 
make us do differently. 

Senator Bennerr. That is right. 

Mr. Kine. Section 201 (5) of the proposed bill authorizes the 
President to establish maximum ratios of loan to value and maximum 
maturities for home loans guaranteed or insured under the Service- 
men’s Readjustment Act. Currently, VA may guarantee or insure 
100-percent 30-year home loans. Under section 201 (5) of the bill, 
the VA may continue to guarantee or insure 100-percent 50-year 
loans until such time as the President exercises the authority in the 
proposed section 201 (5) and establishes lesser maxima. 

We consider the proposed section 201 (5) to be in the nature of a 
standby authority insofar as the GI-loan program is concerned. 
Such authority presumably would be exercised by the President only 
in the event an inflationary situation develops, but it is not clear 
whether the Congress contemplates that such power shall be exer- 
cised merely to coordinate the terms of the FHA and VA loans. 
In this connection, it is desired to bring to the committee’s attention 
that the proposed section 201 does not include specific statutory author- 
ity which would enable the President, when establishing shorter 
maturities and reduced loan-to-value ratios for GI and FHA loans, 
should such action become necessary, to establish a preference for 
veterans seeking to purchase GI financing. 

The committee may wish to consider the desirability of including 
language in the proposed section 201 (5) which would enable the 
President to maintain veterans’ present preferred position in the 
acquisition of new or existing housing. 

Section 202 of the bill adds a new section 515 to the Servicemen’s 
Readjustment Act which will enable the Administrator of Veterans’ 
Affairs to make such rules and regulations as may be necessary to 
carry out the limitations established by the President pursuant to 
section 201 of the bill. This amendment to the Servicemen’s Read- 
justment Act is of a technical nature to accompany the provisions of 
section 201 of the bill. 

Title III of the bill concerns the Federal National Mortgage Asso- 
ciation. In this connection, it is desired to state that the Veterans’ 
Administration favors the concept of a privately financed secondary 
market facility. Historically, the Congress has made specific provi- 
sion, from time to time, for the support of the Gl-loan program by 
the Federal National Mortgage Association. 

The preferential treatment thus afforded to veterans loans has 
ranged from unrestricted support down to a maximum eligibility of 
50 percent of total originations. In the reconstitution of the Federal 
National Mortgage Association provided under title IIT of the bill, 
there is no indication as to whether it is the will of the Congress that 
any modicum of preferred treatment continue to be afforded to GI 
loans. 

As the bill stands, it would appear to negate any legislative intent 
that preferred support be given to GI loans under the reconstituted 
secondary market facility. It may be mentioned in this connection 
that GI loans are not enumerated among the special assistance pro- 
grams authorized by section 301 (b) of the bill. 
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In closing, Mr. Chairman, I would like to add that I am sure Mr. 
Higley will be glad to supply for the information of this committee 
any supplemental data which it may require pertinent to this testi- 
mony or to the GI loan program. 

Mr. Chairman, in coming over this afternoon, Mr. Hopkins gave 
me a little set of figures that came to his attention this noon which illus- 
trates rather well the point I made this morning. He happened to be 
talking to one of our men just in from the field. 

Last year, the average monthly totals of new appraisals for com- 
mittee assignment, in Michigan, was 26 per month. That may have 
involved hundreds or thousands of units, but it was just 26 project 
cases a month. In January of this year, that stepped up to 45. In 
February, to 85. 

So, as you can see where you get influxes of that kind, and you are 
staffed on a level volume basis, it is pretty hard to figure out any way 
to avoid delays in the processing. 

Senator Bennerr. We broke off this morning in order to give the 
other two witnesses a chance to testify, and I think in fairness to the 
VA, we should put into the record the paragraph on page 67—the 
paragraph at the bottom of page 67 which begins with these words: 

The survey showed, too, that the faults were not all on the VA side. In some 
areas, the VA has been preferred over the FHA, even in the presence of added 
cost factors— 
et cetera, et cetera. 

So I didn’t have any impression that it was a black and white situa- 
tion, and that the VA was all black, even if I might have conveyed that 
in my questioning. 

But I felt that since these seven rather definite statements were 
contained in the report, that you would like to make some kind of a 
record in answer to them. 

Mr. Kine. I appreciate your purpose and I appreciate your con- 
sideration in regard to that, Mr. Chairman. 

Senator Bennerr. Did you finish your statement? 

Mr. Krne. I did, sir. 

Senator Bennerr. Did you have any questions, Senator ? 

Senator Sparkman. Mr. Chairman, I would like to go back a little 
bit and ask Mr. King to clarify this matter, if he can, for me. 

With reference to the preference for veterans, back on about page 4 
or 5 of your statement, you brought out the fact—you referred to the 
“diluting of the preference,” and said that because of the liberalizing 
of the terms, that there would be a tendency to take away from the vet- 
erans the preference that they now enjoy. I am not sure I follow you 
on that. 

Mr. Kine. Well, sir, as you know, since the enactment of the Ser- 
vicemen’s Readjustment Act, the veteran has had a better opportu- 
nity that his civilian counterpart to sign on the dotted line for the pur- 
chase of new or existing housing, for the reason that the Congress 
had given him a credit support which supplied what he might lack 
in the way of the normal amount of money which customarily in this 
country a prospective home buyer had to put down on the line. 

Senator SparkMAn. Yes; I recognize the preference that exists, 
now. How is that taken away? 
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Mr. Kino. The fact that he had that special credit aid more or less 
required builders to build for the veterans’ market, and it required 
lenders to open up their investment policy to GI loans. That was the 
practical impact of the GI loan guaranty, and it was recognized, as 
you know, by all, that that was the significance of those legislative aids 
which the Congress had generously provided to veterans of World 
War II, and which it extended to Korean veterans in 1952. 

Now, it is possible, here, and it seems to be directly contemplated, 
here, that the same factors made so liberal for the returning veteran, 
by the Congress, a few years ago, now should be extended to all civil- 
ians, which would put all on an equal footing, and have the practical 
consequence of making it unnecessary for builders to cater to the 
veteran buyer or for fenders to open up their investment portfolio 
to the GI loan, a loan most favorable from the borrower’s standpoint. 

So, we call attention to the practical consequences or impact that 
is inherent in these proposals. If it is the will of the Congress that the 
need for this preference has passed, or that other considerations must 
be paramount, I presume that should be the decision of the Congress. 
However, we in the VA felt that it was necessary that we, as the agency 
charged with observing these changes, these things, should bring this 
point to the attention of the committee at this time. 

Senator Bennett. You have no specific recommendation for us? 

Mr. Kine. Well, sir, I can figure out one. That is correct; I do 
not have a specific recommendation. I should have anticipated the 
question. 

Incident to the imposition of the controls, for defense purposes, 
back in 1950 and 1951, this issue was brought out on the table very 
plainly; and consequently it was brought before the Congress very 
plainly. The Congress resolved it on at least two occasions by supply- 
ing to the bill then offered to it for consideration a veterans’ prefer- 
ence clause. 

I can get for the record, at this point, if you wish, Mr. Chairman, 
the exact language of those clauses. 

Senator Bennerr. We can get that, can’t we? 

Mr. McMorray. Yes, sir. That was in 1952, wasn’t it ? 

Mr. Kina. It was in the fall of 1950, I believe, under the Defense 
Production Act. 

Mr. BrownsteIn. Section 605. 

_s Kine. And again in 1952 it came up incident to a revision of 
that law. 

Now, I do not want to indicate that I think that the extraction and 
adoption of that particular clause would suffice here, because adminis- 
trative abrasiveness—developed in an endeavor of the agencies to 
apply that clause, as it read then. 

For example, it was not clear as to what margin of preference, 
within a proper interpretation of the intent of the Congress, would 
suffice. It was disputed, for example, whether it was proper or need- 
ful, or required of the agencies, under the law as it read, to give the 
veteran any preference with regard to ratio of loan to value, or as to 
maturity. In fact, at one point, I believe, the relatively greater 
impact of the Defense Production Act was imposed on the veteran. 

0, in view of that history, I think it only sensible to write some- 
thing in here which would resolve those things, so there wouldn’t be 
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any possibility of quibbling or quarreling or misunderstanding in 
the future. 

Senator Benner. Do you feel, for instance, that we should write 
into the bill a double set of ratios of loan to value, or a double set 
of maturities, with the more desirable one labeled “available to 
veterans only” ¢ 

Mr. Kine, That would be one way of doing it, Mr. Chairman. 
However, I doubt very much whether it is necessary to be that par- 
ticular, or to be that specific. 

Senator Bennerr. Well, the committee is going to be on this bill 
for a long time. I think we would welcome any specific suggestions 
you could give us as to how you feel this problem could be resolved. 

Mr. Kine. Of course, the key to this lies in what the President may 
do under it. And we do not presume that he will, as a matter of 
choice, or preference, dilute this preference to veterans. But we think 
his hand will be strengthened if the bill supplies an indication that it is 
the purpose of the Congress that this historical policy of giving vet- 
erans preference should be observed in whatever discretionary action 
he takes under the provisions of the bill. 

Senator SparkMAN. And to such extent as may be necessary 
produce an orderly amount of housing, to meet the needs of the 
veteran. 

Mr. Kine. I presume so; yes, sir. 

Senator SpaRKMAN. That is a very definite field of demand, isn’t 
it, a continuing demand of veterans? 

Mr. Kine. The demand of veterans for housing, Senator Sparkman, 
seems to be continuing. 

Now, a lot of veterans were pretty young when they spent those 3 
or 4 years in the service, back in the early forties. They are getting 
up to family age, and they are getting up to income age. The same 
will be increasingly true of Korean veterans. 

I have some figures here somewhere, I hope, which show rather 
startingly how World War II veterans have surpassed their civilian 
counterparts, in the same age groups, in their average earned in- 
come. So, they are getting to a point where they are becoming, under 
concepts of credit worth that we formerly accepted to be more legiti- 
mate buyers, if you will. 

Senator Bennerr. Less in need of preference. 

Mr. Kine. The credit factor I am spealing of is not concerned or 
impinged or affected by these provisions I have been discussing. You 
could acept the theory that they are less in need.of preference, Mr. 
Chairman, only if you would find that by and large, as a group, they 
had amassed enough in the way of cash balances so that “they could 
make very liberal downpayments. 

Senator Bennerr. Well, if the difference in the downpayments 
were a matter of $100 or $200 on a $10,000 house, the thing becomes 
hardly academic. Iam very much interested in your statement that 
the veterans, as a class, are now of sounder credit than their colleagues 
of the same age who did not serve. 

Mr. Kriya. I would like, with your consent, Mr. Chairman, to put 
in the record at this point, a one paragraph recital of the Bureau of 
Census figures, which bring out this improved income status. 

Senator Bennett. I think we would like to have it very much. 

(The information referred to follows :) 
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STATEMENT OF THE VETERANS’ ADMINISTRATION REGARDING INCOME OF VETERANS 
AND NONVETERANS 


Reports by the Bureau of the Census show that the average income of World 
War II veterans has increased faster than that for nonveterans in the same age 
group. In 1947, nonveterans between the ages of 25 and 35 had bigger annual 
incomes than veterans. However, the positions were soon reversed and by 1952 
veterans in this age group had a median income of about $3,600, compared with 
a median income of about $3,100 for nonveterans in the 25-to-35-age group. 


Comparative median | Comparative median 
incomes incomes 
Year = oe a Year a P , 
Veteran Nonveteran Veteran |Nonveteran 
1952_.. $3, 600 | $3,100 || 1949__. | $2, 900 $2, 600 
1951... 4 3, 400 | 2,900 || 1948... 2, 800 | 2, 700 
1950. ..-.. ae 3, 100 | 2, 500 1947 _. 2, 400 | 2, 600 


Mr. Kine. Now, with that improved income status which enabled 
them to meet monthly payments required by housing, veterans are 
newly incoming into the prospective purchaser class. And, we know 
from the record of the last 2 or 3 years that many of them had to forego 
their plans to buy, because money wasn’t available. 

So, we think that perhaps it may be a little early to dilute this pref- 
erence. Maybe at the time the President is required to do it for some 
paramount reason, it may not then be too early—we have to recognize 
that. But, we consider it our plain duty to bring these things to thie 
attention of this committee. 

Senator Bennett. We welcome any suggestions, but I think Sena- 
tor Sparkman will agree with me, that when this bill is passed, almost 
as soon as it becomes effective, pressure will be on the President to 
reduce the downpayments, with the rights he acquires under the bill. 

Senator SpARKMAN. | would think so; yes. 

Mr. Kine. Off the record. 

Senator Bennerr. Off the record. 

(Discussion off the record.) 

Senator Bennett. Do you have any questions, Senator Sparkman ‘ 

Senator Sparkman. I wonder if this is the amendment you referred 
to (reading) : : 

Provided, That if the exercise of these powers, the President shall preserve 
the relative credit preference as accorded to veterans under existing law. 

Mr. Kine. That is the language I refer to; yes. 

Senator SparkMAN. I would like to ask a few more questions on this, 
and then I will be through. 

I wish you would tell us just exactly how the 1-for-1 FNMA pro- 
gram works, so far as veteran loans are concerned, 

Mr. Kixe. W ell, I will try to be ra about that, Senator Spark- 
man, by giving an "example. We'll say “X” thinks well of this plan, 
and tastaio to “buy $1 million of VA 4 i ieal loans, now in the hands 


of FNMA in the general locality, in the general servicing area of this 
particular lender. 

At the beginning of the 1-for-1 plan “X” could have bought those 
loans from FNMA at $6—now, the price is 98. Presume if you will, 
that “X” has some acumen with respect to the outlets that his acquisi- 
tion of those loans will open up to him. 
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So, he buys these million dollars in FNMA loans, for, currently, 
$980,000. He pays a point, in order to get a commitment from FNMA, 
that will entitle him, within a year, to submit to FNMA an equivalent 
dollar amount, in 414 percent VA loans. 

Senator SparKMAN. When you say equivalent amount, do you mean 
$980,000, or a million dollars? 

Mr. Krye. A million. 

Senator SparKMAN. In other words, face amount ? 

Mr. Kine. I could be wrong on that point. In fact it is $980,000. 

Either he is contacted by builders, or he contacts builders, and he 
agrees to cover their upcoming production, with the FNMA commit- 
ment. Now, he is entitled —— 

Senator SparkMAN. He is not tied down to that particular area. 
He can do that anyway, couldn’t he? 

Mr. Kino. He could do that anyway. Conceivably, in Washing- 
ton, D. C., a bank or broker could extend his commitment on new con- 
struction in Seattle, Wash. 

Now, these 4 percent loans that the bank or broker has bought from 
FNMA for the $980,000, aren’t worth that, marketwise, currently. 
So, “X” will be absorbing the loss up to this point. So, in negotiating 
with the builder to cover his upcoming product with the commitment, 
he is entitled under the law, quite legitimately, to tell the builder 
what he will charge, in order to compensate himself, for the difference 
between the $980,000 and the actual market value of these 4 percent 
loans bought from FNMA. 

Variously, those charges, insofar as we are informed, run anywhere 
from 2 to 6 percent. 

As a result, the purchaser from FNMA, entitled to sell new 414 
percent loans to FNMA at par, is now holding or has sold the 4 per- 
cent loans at a figure somewhere between 98 and 90. 

Now, to put these new loans into FNMA at par, requires that a half 
point be paid. It took a point to get the “tickets.” Now it takes 
another half point to put the new 4% percent originations into FNMA, 
at par. Presumably, the builder also is required by the lender, or 
broker, to cover that charge. 

In due course, the builder completes his projects; the $980 million 
of new 414 percent mortgages is sold to FNMA, and transaction is 
completed in all detail. 

Senator SparKMAN. Somewhere in that transaction, I know the 
mortgages got down as low as 90 cents on a dollar, or 91—I think you 
used that figure. 

Mr. Krna. Yes, sir. 

Senator SrarKMAN. Now, what happens to the home buyer, when 
they get down that low? 

Mr. Kine. Well, presumably the cost of that absorption of these 
charges by the builder, is carried by the builder. The VA cost deter- 
minants, used in its finding of evaluation, make no allowance for the 
payment of any of these factors. 

Now, as we have stated incident to hearings on section 504, of the 
Housing Act of 1950, we cannot maintain, categorically, or prove, that 
none of this gets to the veteran. We make a statement that we make 
no allowance, that it is improbable that any high percentage of it gets 
to the veteran, and we know from the many complaints we get as to 
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low VA appraising from areas in which these discount margins are 
wider, that the builders are getting hurt by them. 

I was told by a particular VA office the other day that they figure 
the ordinary project builder is coming out with $400 a house—we’ll 
say a $10,000 or $12,000 house—after paying the discount margins 
that are currently obtained in the area for nonselective lending. By 
that I mean, for 100 percent 30-year loans. There is, as you know, a 
different price tag tacked on to a 10- or 20-percent downpayment 
loan for 20 years and one that is a 30-year loan for 100-percent 
evaluation. And that may vary as much as 5 points. 

So, in a sense, looking at the thing very detachedly, and prescinding 
for the moment, as to whether these high charges should be imposed 
on the builder, the builder is paying for an easier market, a broad- 
ened market, and to a cnahdneable degree the veteran is gaining 
an advantage there, where he gets this very liberal loan, for 30 years, 
with very small downpayment. And it is that latter feature that 
has induced most people to accept the one-for-one plan with some 
equanimity. 

Senator SrarkMAN. Well, is this dip, where we see them go down 
perhaps as low as you have mentioned, to 90 or 91, is that a tempo- 
rary adjustment brought about to a great extent through the incre ise 
in interest rates, or is this going to continue to operate to oper.te 
that way? Because, if it does, it seems to me, then, that somebody 
is getting hurt, and somebody else must be making an undue profit on 
the thing. 

Is the builder? Is it the home buyer that is getting hurt? Qr, if 
somebody is making an undue profit, who is it? 

Mr. Kine. Well, I think there are a little of all those things in it, 
Senator. But, I don’t think there is a preponderant adinixture of 
just one of those things. 

Senator Sparkman. Do you think it is a swing of market conditions? 

Mr. Kina. Yes; one of the most aggravated discount areas in the 
country has been the Los Angeles area. Three or four months ago 
builders were paying as much as 6 points for 414,-percent loans there. 
Now, I am told that the going price for, we'll say, a 10-percent down- 
payment type of loan, is up around 98 or better, in that area, but 
that there is still a 6-point take—in other words, the price would be 
94, or maybe 93, if a builder figures he has to have a 100-percent 
no-downpayment, 30-year commitment. 

Those figures show the market has narrowed very considerably since 
the dark days of last June or July, and one reason they are not nar- 
rowing much faster than they are, is that you can’t stop a builder who 
figures he is hard pressed to get money today from taking a bad 
bargain. His own industry has warned him. A lot of people have 
warned him that he doesn’t need to take bargains quite that bad. 
Most of the industries are finding that so. But there are some builders 
that don’t have such good entries to credit and they have to get it 
the hard way. 

Senator Bennerr. In the building industry, as in any other indus- 
try, there are men with more courage than others, and some with more 
judgment, and some with better business sense. There is always a 
variation in the way a man operates, even in the same market. 
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Mr. Kine. Unquestionably the only suggestion we thought of, when 
we were asked by some builders’ representatives about this some 
months ago, was education. We thought they ought to educate the 
builders into knowing what the yield factors were, and what money- 
market factors they were actually confronting, and I think they are 
trying to do something in that regard. 

Senator Bennerr. I have no further questions. This has been a 
very interesting and pleasant day, Mr. King. We appreciate your 
coming up. 

Mr. Kine. I am very grateful for the opportunity and for the con- 
sideration you have shown to me, Senator. 

Senator Bennerr. You have a pretty good record. We will now 
hear Lt. Gen. W. S. Paul. 


STATEMENT OF LT. GEN. W. S. PAUL (RETIRED), ASSISTANT TO 
THE DIRECTOR FOR NONMILITARY DEFENSE, OFFICE OF DE- 
FENSE MOBILIZATION 


Gener al Paun. Mr. Chairman, and members of the committee. I 
ee iate this opportunity to —_ before your committee in behalf 
of S. 2938. The Office of Defense Mobilization is concerned with 


this bill primarily because of the impact of Federal housing programs 
on the Nation’s vulnerability to air attack. We believe that its enact- 
ment would enable the Administrator of the Housing and Home 
Finance Agency to give greater and more effective consideration to 
this aspect “of housing than would otherwise be possible. Our com- 
ments are directed particularly to section 803 and section 701. 


It, is well known that the industrial strength of the United States— 
both in terms of manufacturing facilities and trained labor forces— 
is now heavily concentrated in limited areas within a relatively small 
number of cities. Two-fifths of the Nation’s entire population and 
over half of all persons employed in manufacturing now live in the 
top 40 metropolitan areas. Half of these live in the top 5. 

And although there has been a great outward movement to the 
suburbs in recent years, the preponderance of the industrial labor 
foree and plant capacity is still located close enough to the central 
cities to be imperiled if they are attacked with modern weapons. 

That degree of concentration makes it possible for an enemy to in- 
flict stupendous losses with a relativ ely small expenditure of modern 
weapons, if, by stealth or otherwise, he is able to penetrate our defenses 
and attack his chosen targets. It is a condition which the country 
cannot continue to accept with safety. It is, however, a condition 
that can be corrected if the building of new city structure—factories, 
homes, streets, et cetera—is kept to reasonable densities and properly 
spaced. 

For several years the Federal Government has ben urging indus- 
trialists to locate new defense-supporting plants a safe distance from 
potential target zones in major cities, and has offered inducements in 
the form of accelerated tax amortization. Over 80 percent of all 
plants falling in the defense category have complied and industry 
generally is supporting the dispersion program. 

But defense industries cannot operate without labor and plants that 
have been safely dispersed might prove to be of little value when most 
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needed if much of their labor force continued to live close to the 
probable target zones of central cities. 

Therefore, if the full benefits of the industrial dispersion program 
are to be realized, means should be available to encourage builders to 
erect homes in the outer suburbs or smaller cities w ithin commuting 
distance of the dispersed plants. 

Excessive concentrations of population within small areas present 
attractive targets even without the presence of defense industries. — It 
is frequently possible to reduce the size of such concentrations in the 
course of slum clearance and urban renewal operations. 

Improved construction of residential buildings can do a great deal, 
at very low cost, to reduce the scale of damage from blast and fire and 
hence reduce a city’s value as a target. Appropriate standards could 
be required in connection with new construction receiving Federal aid 
under the Housing Act. 

Measures of this kind, though perhaps minor in themselves, can 
have a great cumulative ‘effect, i increasing over the years, in making 
the Nation’s cities less vulnerable to enemy attack and hence less 
attractive as targets. In the long run they serve as effective deterrents 
to attack since they lessen an enemy’s chances of achieving decisive 
results. 

Section 803 on page 106 of the bill before you directs the Housing 
Agency and its constituents to exercise their powers, functions, and 
duties, consistent with the requirements of the act and other applicable 
law, in such manner as will facilitate progress in the reduction of the 
vulnerability of congested urban areas to enemy attack. This does 
not commit the Administrator to any specific actions but it does per- 
mit him to utilize the various measures under his jurisdiction. in a 
manner to promote the Nation’s security. 

There is another provision of this bill which is of particular interest 
from the standpoint of reducing the country’s vulnerability to attack. 
That is the provision in section 701 permitting Federal assistance to 
agencies of State and local governments for the planning of metro- 
politan areas or intrastate regions. 

One of the obstacles to effective dispersion around our great cities 
is the lack of local governmental units with a broad enough territorial 
jurisdiction to guide development in the outer fringes of the area 
Because of that lack, industries have difficulty finding sites with ade- 
quate community services, housing developments may be improperly 
related to places of employment, highways fail to meet the new re- 
quirements, et cetera. 

Many of the problems that are being encountered both by central 
cities and the suburbs around them could be avoided if there were 
adequate coordinated planning for the whole area. Section 701 of the 
bill would offer an incentive to and assistance in such planning and 
in that way would contribute to the national defense. 

It is not our purpose this morning to suggest specific measures to 
be taken under this bill in the interest of national security. They are 
now being studied by a staff group representing the Housing, Civil 
Defense and Defense Mobilization agencies. 

For the present, the provisions of the bill appear to be adequate for 
dealing with situations in which urban vulnerability can be reduced 
and the Nation’s secur ity enhanced through the administration of the 
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housing programs. If, as a result of further study, deficiencies in 
this respect appear, recommendations for amendment will be made 
to the Congress. 

In closing, may I state that the reduction of the Nation’s vul- 
nerability to attack, particularly the vulnerability arising from ex- 
cessive concentration in big cities, is regarded as a serious and urgent 
problem by the President and his defense advisers. The inclusion of 
section 803 in the bill is in accordance with the administration pro- 
gram. 

If the chairman or members of the committee have any questions, 
I shall be happy to answer them to the best of my ability. 

Senator Bennerr. You say on page 3 that specific measures to be 
taken under this bill in the interests of national security are now 
being studied by a staff group. Do those studies include considera- 
tions which might lead to recommendations to the VA and the FHA 
for actual changes in their building specifications for individual struc- 
tures, or are they just studies concerned with communitywide 
problems? 

General Pau. No; it could include protective construction, Mr. 
Chairman. 

Senator Bennett. I have no other questions. 

Senator Sparkman. As I understand it, it is more or less in a study 
stage yet? 

General Paut. That is correct, Senator Sparkman. 

Senator SparkMan. Thank you. 

Senator Bennerr. Thank you very much, General. We appre- 
ciate your coming and we welcome your testimony. 

General Pauu. Thank you, sir. 


STATEMENT OF VAL PETERSON, ADMINISTRATOR, READ BY RALPH 
SPEAR, DEPUTY ASSISTANT ADMINISTRATOR FOR PLANNING, 
FEDERAL CIVIL DEFENSE ADMINISTRATION 


Senator Bennerr. You may proceed, Mr. Spear. 

Mr. Spear. My name is Ralph Spear, Deputy Assistant Adminis- 
trator for Planning of the Federal Civil Defense Administration. 

I have a statement prepared by Mr. Peterson in anticipation that 
he would be here this morning. <A conflicting meeting of the National 
Security Council made him unable to be here, and he asked if I would 
present this statement for him. 

Senator Bennett. Is there anything in the testimony that is dif- 
ferent or unusual from the testimony we have already heard and 
particularly the testimony we have heard from General Paul? 

Mr. Spear. This is somewhat more limited in that it deals only 
with section 803 of the act and it brings out the importance of this 
kind of development to us in Civil Defense. A successful éffort to 
reduce urban vulnerability will, of course, reduce the operating re- 
quirements of Civil Defense. It is a preventive measure designed to 
save lives, to protect property, and therefore reduces the burden on us. 

Senator Sparkman. As I understand it, you limit your statement 
to section 803, and you endorse it as a means of studying, surveying, 
and developing plans that would provide adequate defense? 

Mr. Sprzar. Yes. 

Senator Bennetr. You may proceed. 
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Mr. Spear. Here is Governor Peterson’s statement. 

I should like to register with your committee my support of section 
803 of S. 2938, the Housing Act of 1954. As Federal Civil Defense 
Administrator, I have the responsibility of planning and developing, 
to quote the language of the law, “activities and measures designed 
or undertaken to minimize the effects upon the civilian population 
caused, or which would be caused, by an attack upon the United 
States.” 

I can assure you that in the light of knowledge of the effects of 
modern weapons of mass destruction, such an assignment is a stagger- 
ing one. Without some reduction of the magnitude of the problem, 
the civil defense task of burying the dead, caring for the injured, car- 
ing for the homeless, putting out the fires, et cetera, is tremendous. I 
have become increasingly convinced during my past year in this posi- 
tion that we must place more and more emphasis on measure to pre- 
vent damage and to prevent casualties. 

A little over a year ago the Federal Civil Defense Administration, 
the Department of Defense, and the National Security Resources 
Board received the reports of Project East River, a comprehensive 
undertaking designed to recommend the best combination of non- 
military measures required for the defense of the country. It is sig- 
nificant, I think, that in his letter of transmittal, Maj. Gen. Otto L. 
Nelson, Jr., retired, vice president of the New York Life Insurance 
Co. and director of Project East River, listed as the first requirement 
“development of a national program for reduction of target vulner- 
ability.” Responsibility for the development and coordination of 
such a program rests with the Office of Defense Mobilization. 

We in Civil Defense are, of course, vitally interested in it. A suc- 
cessful effort in this direction would constitute a major step toward 
the prevention of casualties and damage. 

Project East River also recommended continuing improvement in 
the effectiveness of our air defense and the development of a perma- 
nent civil-defense system, capable of minimizing the loss of life and 
the destruction of property. You will recall that in both his State of 
the Union message and his Budget Message, President Eisenhower 
indicated that definite and substantial steps are being taken to improve 
our military air defense. 

We in the Federal Civil Defense Administration are pursuing to 
the best of our ability the goal of building an effective civil-defense 
program. It isimportant that the development of a national program 
for the reduction of urban vulnerability at least keep pace with these 
efforts. 

In its recommendations with respect to this program, Project East 
River called for an effort designed to reduce population densities 
in the central areas of our target cities, to improve the strength and 
design of structures to make them more blast resistant, and to reduce 
the combustibility of our buildings. Project Hast River recognized 
at the outset that any effort along this line must be a reasonable one 
which reasonable men in business and industry can support. Any 
attempt to eliminate vulnerability by drastic measures would weaken 
our economic strength and maa oad to fail. 


It is my hope that section 803 of the bill which you now have under 
consideration will call attention to the important purpose to be served 
for our country’s security by reducing our urban vulnerability and 
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will make possible under the leadership of the Administrator of the 
Housing and Home Finance Agency those gradual, progressive steps 
toward long-range reduction of our ‘urban vulnerability which leaders 
in business and in government will be willing to take to improve the 
security of the Nation. 

Senator Bennerr. Do you have any verbal comments to make other- 
wise ¢ 

Mr. Srrar. Only if I can answer any questions you gentlemen might 
have. I would like to express my appreciation for your courtesy in 
moving us up to this morning’s session. 

Senator Bennerr. Thank you. I have no questions. 

We will recess the hearings now until 2 o’clock. The meeting will 
be in the Interstate and Foreign Commerce Hearing Room. 

Thank you very much. 

(Whereupon, at 11:55 a. m., the committee recessed to reconvene at 
2 p. m., in room G-—16, United States Capitol, the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., in room G-16, United States 
Capitol, Senator Wallace F. Bennett, presiding.) 

Senator Bennett. Now, we have Mr. Henry C. Smith, who is 
Deputy Administrator of the Farm Home Administration, Depart 
ment of Agriculture. 

Mr. Smith, we got you up here a little sooner than might have been 
necessary, but you never can tell about these Senators, how long they 
are going to take to get over a particular subject. 


STATEMENT OF HENRY C. SMITH, DEPUTY ADMINISTRATOR, FARM 
HOME ADMINISTRATION, ACCOMPANIED BY CHARLES C. BAR- 
NARD, BUDGET OFFICER, AND R. L. FARRINGTON, DIRECTOR OF 
CREDIT SERVICES, DEPARTMENT OF AGRICULTURE 


Mr. Smirn. I have with me Mr. R. L. Farrington, Director of Credit 
Services, who will make a statement. 

Senator Bennett. All right, sir. 

Will you identify yourself for the record, please ? 

Mr. Farrineton. My name is R. L. Farrington. I am Director of 
Agricultural Credit Services in the Department of Agriculture. 

I am accompanied by Mr. Henry Smith, who is the Deputy Adiin- 
istrator of Farm Home Administration, and Mr. Charles Barnard, 
who is the Budget Officer of Farmers’ Home Administration. 

Ordinarily, this testimony would have been given by Mr. McLeish, 
who is the Administrator of Farmers Home Administration, but he is 
unavoidably out of town. That is the reason I am here. 

We appreciate the opportunity to appear before you today, Mr. 
Chairman, and members of the committee, to discuss this bill. 

Here is my prepared statement. 

Title V of the Housing Act of 1949 authorizes the Secretary of 
Agriculture to extend financial assistance to owners of farms to enable 
them to construct, improve, alter, repair, or replace dwellings and 
other farm buildings on their farms to provide them, their tenants, 
lessees, sharecroppers, and laborers with decent, safe and sanitary 
living conditions and adequate farm buildings. 
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Since the approval of the act on July 15, 19, a total of $99,074,000 
has been made available for loans and $1,050,000 for grants. This total 
of $100,124,000 compares to $385,000,000 authorized in the act, as 
amended, through the fiscal year 1954. From inception of the pro- 
gram to December 31, 1953, a total of 18401 loans for $93,992,181 
had been made to eligible farm owners. In addition, grants totaling 
$363,674 had been made to 785 farm owners, 108 of whom also received 
loans within the total of 18,401 reported above. 

For the purpose of extending financial assistance under the act, 
section 501 defines a “farm” as a “parcel or parcels of land operated 
as a single unit which is used for the production of one or more 
agricultural commodities and which customarily produces or is cap- 
able of producing such commodities for sale and for home use of a 
gross annual value of not less than the equivalent of a gross annual 
value of $400 in 1944, as determined by the Secretary.” Under this 
definition, many city workers living in suburban areas or on part- 
time farms are eligible for assistance and have applied for farm 
housing loans. 

Senator Bennerr. May I interrupt you at that point. What would 
be the 1954 equivalent of the $400? 

Mr. Farrineton. Mr. Barnard, could you answer that question, 
please ¢ 

Mr. Barnarp. I couldn't. I would like to supply that for the record. 

Senator Bennetr. We would like to have that in the record, but 
could you give us an approximate figure? 

Mr. Barnarp. I would say approximately 525. 

Senator Bennert. Thank you. 

Mr. Farrineton. Approval of loans to these individuals depletes 
the limited loan funds otherwise available for assistance to bona fide 
full-time fatm owners whose housing needs generally are much more 
acute. It has been very difficult to administer the program under these 
conditions. The city workers living in suburban areas or on part- 
time farms are clearly eligible and ‘usually have a source of income 
for repayment more stable than the full-time farm owner. If ample 
loan funds were available for all applicants, this would not be a 
major administrative problem, but with only limited funds, it has 
been difficult to direct the program toward assistance to bona fide 
full-time farmers. 

Senator Bennerr. May I interrupt at that point. Do you have any 
idea of the amount of your total loans of $93 million that have been 
made to part-time farmers, or do you have any way of knowing that? 

Mr. Farrineton. I believe we have an approximate figure. 

Mr. Barnarp. During the first few years of the program, Senator, 
it may have reached 30 percent, but since then we have been more suc- 
cessful in directing the program toward full-time farmers. I would 
say now it is no more than 5 or 10 percent. 

Senator Bennetr. Thank you. 

Mr. Farrtnoron. Section 503 of the act provides for the making of 
loans to farm owners whose income from the farm is not then suf- 
ficent to make anual payments on a loan for the necessary improve- 
ments, provided that adjustments in the farming practices, enlarge- 
ment. of the farm or other development would increase the repayment 
ability within a period of 5 years. Enlargement and development 
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loans are authorized under these circumstances. This section further 
provides that contributions in the form of credits on the loan ac- 
count may be made for a period of 5 years if the borrower is unable to 
make full payment of the annual installment. Section 504 provides 
for the making of a loan or a combination loan and grant to applicants 
not eligible under sections 502 and 503 for minor repairs and improve- 
ments to dwellings and other farm buildings in order to remove 
hazards and make the buildings safe and sanitary. 

Senator Bennerr. May I interrupt you again at this point. I would 
like to take you back to the earlier sentence which says, “This section 
further provides that contributions in the form of credits on the loan 
account may be made for a period of 5 years.” Are those grants? 

Mr. Farrincton. They are in effect grants; yes, sir. 

Senator Brnnert. So they are not simply extensions of further 
credit, but the Government pays the amount due instead of the 
individual. 

Mr. Barnarp. There is no actual additional outlay. The Govern- 
ment has already put it out. The borrower is given a credit on his 
account. 

Senator Bennerr. You write it off? 

Mr. Barnarp. Yes, sir. 

Mr. Farrineron. This section also provides for enlargement and 
development loans “in order to encourage adequate family-size farms.” 
Applicants seeking to enlarge or develop their farms into adequate 
family-size farms under either of sections 503 or 504 may secure assist- 
ance of this type through the provisions of title I of the Bankhead- 
Jones Farm Tenant Act, as amended. Because of this conflict and the 
large number of applications for assistance by farm owners with 
income sufficient to make full repayment of the loan, the Farmers 
Home Administration in the latter part of fiscal year 1953 discontinued 
making loans under sections 503 and 504. 

The Bankhead-Jones Farm Tenant Act, under which direct loans 
are made and loans made by private lenders are insured, has as its spe- 
cific objective the encouragement of family-size farms. A strengthen- 
ing of title Ll of the Bankhead-Jones Farm Tenant Act through changes 
such as proposed in 8S. 1276 (83d Cong.) would in many ways serve the 
need for better farm housing and other farm buildings of applicants 
now applying for assistance under title V of the Housing Act of 1949. 
One of the principal reasons for the lack of loan volume under title I 
of the Bankhead-Jones Farm Tenant Act has been the reluctance of 
private lenders to provide capital at the existing interest rate of 3 per- 
cent to the lender. §S. 1276 would largely correct this situation by 
increasing the rate to not to exceed 4 percent. An additional 1-percent 
insurance charge would continue to be charged the borrower and would 
be available to the Government for insurance and administrative 
expenses. The Department has two additional revisions in the Bank- 
head-Jones Farm Tenant Act that it is recommending, which, if 
enacted, will assist in rendering better service to family-type farmers 
for building improvements. These revisions are: 

1. Elimination of the requirement that title I loans must be secured 
by first mortgages. This will permit the making of direct loans and 
insuring loans by private lenders on the security of second mortgages. 
This will result in more farmers being assisted with the same appro- 
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priation for direct loans and will permit many private lenders an op- 
portunity to retain their oortgage interest in the farms. 

Senator Bennett. May I ask again at this point, to make perfectly 
clear that title I loans under the Bankhead-Jones Act are direct loans 
made by the Federal Government ? 

Mr. Farrtnoton. Yes, sir. 

Senator Bennett. The private lender is not involved. 

Mr. Farrinectron. There may be insured loans, too. 

Mr. Barnarp. There are two types. One is the direct Government 
100 percent loan; and the second is a loan in which the private lender 
advances all of the money up to 90 percent of the reasonable value of 
the farm, and the Government guarantees the 90 percent. 

Senator Bennerr. Now, if this proposed change were made, mak- 
ing it possible for home loans to be made under this title under second 
mortgages, I would assume most of those loans would be direct Gov- 
ernment loans, assuming the existence of a private first-mortgage loan 
on the property to start with. 

Mr. Smirn. Senator, at the present, in order to make a real estate 
loan, under title I of the Bankhead-Jones Farm Tenant Act, the Gov- 
ernment must secure the loan with a first mortgage. This is true 
where the loan is being made for developing the farm by adding build- 
ings or something of that nature. 

Senator Bennett. The effect is that the loan is made directly by the 
Government. The Government acquires the mortgage. If it is in the 
hands of a private lender, then it in effect makes the loan, becomes 
the source of the loan. 

Mr. Farrtnetron. That’s correct. 

Mr. Barnarp. Unless it is an insured loan in which the private 
lender puts up the money. 

Senator Bennerr. Then I don’t understand the meaning of Mr. 
Smith’s statement that at the present time the Government has to take 
over all first mortgages. 

Mr. Smirn. That is the way the present Bankhead-Jones Farm Ten- 
ant Act is at the present time. But, the Department is proposing a 
revision in that which would permit the Department—— 

Senator Bennetr. Isee. And the Federal Government would make 
a second-mortgage loan ? 

Mr. Smirn. That’s right. 

Senator Bennett. Is it contemplated the Federal Government 
would guarantee second mortgages in the hands of private lenders? 

Mr. Smiru. Yes, sir. 

Senator Bennett. That is an interesting step back into an ex- 
fc of 25 or 30 years ago, that I thought we were getting away 

rom in American real-estate lending. 

Mr. Farrtnoeton. Of course, it would be hoped that they would be 
good second mortgages. And, as I say, this is proposed as a substitute 
for the present authority of section V, which is pretty liberal in cer- 
tain phases. 

Senator Bennetr. Senator Sparkman, do you have any questions? 

Senator Sparkman. Yes, I myself am a little puzzled as to why you 
seek to go back to the Bankhead-Jones Farm Tenant Act, and away 
from title V, sections 501, 502, 503, and 504. I was under the impres- 
sion that the new loan program had worked very well. 
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Mr. Farrinaron. With the exception of these two sections, Senator, 
sections 503 and 504 

Senator Sparkman. Yes. Now, as I recall, both of those were what 
you might call uneconomic loans, 

Mr. I'arrineton. Correct. 

Senator SparkMAN. One of them, if I remember correctly, was for 
the benefit of the farmer who had a farm. At the present time his 
farm was uneconomic, but by proper practices, could be made into 
an economic farm. 

Mr. F’arrinctron. That’s correct, sir. 

Senator SparkMAN. And the other was more or less of a temporary 
carryover, wasn’t it, and never was used very much? 

Mr. Smiru. That’s right. 

Mr. Barnarp. The section 504 loans are less than 2 percent of all 
loans. 

Senator Sparkman. That’s what I was thinking of. I recall when 
it was first brought up there was very strong opposition to that sec- 
tion. It barely passed on the vote, but it did because of its more or less 
emergency nature, but I was under the impression it never had been 
used very much. 

Mr. Smiru. Two percent of the loans, since 1949 are of the section 
504 type, and 4 percent of the loans made under the act are of the 
section 503 type. 

Senator SparKMAN. Yes. 

Mr. Smrrn. Which means ihe bulk of the farm housing loans made 
under the act are of the section 502 type 

Senator SparkMAN. What is it of section 503? 

Mr. Smirn. Four percent. 

Senator Sparkman. As a matter of fact, I think there is justifica- 
tion for the section 503 loans. I would not be too strong for the sec- 
tion 504 loans. At that time, it was presented as a wholely emergency 
matter. I think that we have hit the best plan that we have ever had 
yet, to help provide for farm housing for farmers, under this program, 
rather than under the Bankhead-Jones Farm Tenant Act. And I think 
there are several reasons for it. 

Frankly, I have not been able to bring myself to believe that the 
new proposal will work. First of all, I can’t very well conceive of the 
private market taking second mortgages on farm housing. Do you 
believe it will ? 

Mr. Farrincron. We have thought so, Senator, if they were made 
on a reasonably sound basis and insured, that there would be some 
outlet for them; yes, sir. 

Senator Sparkman. There is another outlet of the program, the 
farm-tenant-purchase program of the Bankhead-Jones Act. 

Mr. Farrineron. Yes, sir. 

Senator Sparkman. In which you have an insurance plan. You 
never did get it off the ground, did you? 

Mr. Farrtncton. These gentlemen can give you the statistics on the 
volume of it, but the interest rate was too low to attract investors. 

Senator SparkMAN. What was the interest rate? 

Mr. Smrru. Four percent at the present time. 

Senator Sparkman. That was 4 percent at the same time that the 
FHA was 4 percent. 

Mr. Smitu. Three percent net the lender. 
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Senator Sparkman. With all the administration being done by the 
Government and the servicing, too, wasn’t it? 

Mr. Smirn. That’s right. 

Senator SparkMan. And yet the lending institutions never did go 
for it very well. I remember when it was provided and I remember 
the high hopes we had at the time. If I remember correctly, the first 
one that was made was down in southeast Alabama. I think I was 
down there, at Geneva, I believe, one of the towns in southeast Ala- 
bama. I was there when it was made. 

Mr. Smirn. Senate bill 1276, which is referred to in Mr. Farring- 
ton’s statement, would permit adjusting the interest rates for these 
loans under titlel, in keeping with the money market at any given time, 
but not to exceed 5 percent. 

Senator SparkMAN. You mean of the Bankhead-Jones Act? 

Mr. Smiru. Yes, sir. 

Senator SparKMAN. But it would involve this giving of a second 
mortgage ¢ 

Mr. Smiru. We are proposing an additional amendment to the 
Bankhead-Jones Farm Tenant Act, that would permit either the 
making of the loan direct by the Government, or insuring the loan 
made by private brokers, and under that proposal, we could make or 
insure the loan on a second-mortgage basis. 

Senator Sparkman. I want to say that I am very strong for the 
Bankhead-Jones Farm Tenant Act. I think it was one of the best 
pieces of legislation ever passed. I take considerable pride in the 
fact that the first speech I ever made in Congress was in favor of that 
act, back in 1937. I think it has done a wonderful job. 

But, this Farm Housing, under title V, was written because of the 
inadequacy of the Bankhead-Jones Farm Tenant Act to provide hous- 
ing, particularly on those farms that were not a part of the Bankhead- 
Jones tenant purchase program. 

Mr. Smirn. Senator, at the present time, the bulk of the lending 
under title V has been in connection with the section 502 loans. 

Senator Sparkman. And it ought to be. That is as it should be, 
and as was contemplated originally. 

Mr. Smirn. Approximately 50 percent of those loans are made on 
the basis of second mortgages. 

Senator Sparkman. With the Government—yes; that was the pur- 
pose of the act and that was the reason the direct lending was set up. 
It was deemed necessary to do that, where there had to be a second 
mortgage. Now, under your program, you propose to try to sell that 
to the investing public, and I just don’t think they will buy it. 

Mr. Smiru. We had authority to do either, for making the loan 
direct or insuring 

Senator Sparkman. Isn’t title V housing working very well ? 

Mr. Smirn. We have had a good record. 

I would like to say in addition to that, Senator, a very high per- 
centage of the section 502 loans that have been made under the Housing 
Act—and the same is true, we think, of the section 503 loans—are 
made on the same type farms, same sites and character of farms, that 
loans are made on under the Bankhead-Jones Farm Tenant Act. 
And we are of the opinion that we can carry on an effective farm 
housing program on family-type farms with bona fide farmers by a 
few changes in the Bankhead-Jones Farm Tenant Act. 
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Senator Sparkmaw. Isn’t it true that under the Bankhead-Jones 
Farm Tenant Act your loans have been primarily in connection with 
the original purchase of the farms? In other words, such housing 
as you have done there has ordinarily been in connection with the 
purchase of the farm, isn’t that right ? 

Mr. Smurn. No, sir; in the past several years more than half of our 
title I loans have been made to landowners, for the further develop- 
ment of the farm, a high percentage of which has to do with improv- 
ing the house or adding other farm buildings. 

Senator Sparkman. Did you say it also included building new 
houses ¢ 

Mr. Smirn. Yes, sir. 

Senator SrparkMAN. How did you say your loan volume under that, 
for housing purposes, compares with the volume under title V ? 

Mr. Smiru. We haven’t been making as many loans under title I 
as we have under the housing for the last few years. 

Senator Sparkman. Why? 

Mr. Smirn. One thing, | think, is the loan fund situation and the 
average size of the title I loans are higher. Our loans have been 
averaging about $5,500, but the average size of our title I loans are 
ap roximately $10,000, at the present time. 

Senator SparKMAN. By the way, that is another thing you have 

accomplished that I think you should point to with a great-deal of 

ride. That is the price at which you have been able to build this 
arm housing, an average of say $5,500. 

Mr. Barn aad. I think it is sncaind $6,500. 

Senator Sparkman. I was present, by the way, when you closed 
the first contract, when you made your first contract on this new 
housing program, out in the country in Scottsboro, Ala. And that 
house was built—a very pretty house—for $3,600. 

Mr. Barnarp. In Congressman Jones’ district. 

Senator SparkMAN. It was. And the man’s name was Jones, a vet- 
eran, who got the first loan. 

I want to say this. I want a good program that will function in 
rural areas, and I know the difficulty of getting one. It took us a 
long time to work out the one under sections 502 and 503, and so forth, 
and I am just afraid to see it scrapped. It is working, and it is work- 
ing well, and you have made a good record out of it, and I just don’t 
see the advantage of scrapping one that has proved itself, and going 
into a field which to me looks pretty dubious. 

Senator Bennerr. Will you proceed and finish your statement, sir. 

Mr. Farrtneron. I have covered No. 1. 

Now, item 2. 

Provision that title I loans may be insured up to 100 percent of 
the fair and reasonable value of the farm. The act now provides that 
the insurance authority is limited to 90 percent. These revisions will 
place the insurance authority on the same basis as direct loans. 

In discussions with the Bureau of the Budget and other interested 
Government agencies, questions have been raised concerning these 
recommendations that have not been finally resolved. These relate 
to the proposed insurance of second mortgages. As soon as these 
questions are resolved, drafts of legislation covering these proposed 
revisions will be submitted. 
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The Department is in favor of legislation providing ample credit 
on a reasonable basis for better housing for bona fide farmers. On 
July 14, 1953, the Department transmitted proposed ‘egislation to 
the Congress which would extend the present provisions of title V 
of the Housing Act of 1949 on an indefinite basis. However, after 
further consideration, it now believes and recommends that S. 1276, 
with the proposed revisions discussed in this statement, would pro- 
vide ample credit on family-size farms and would be meee to 
continued utilization of the authority of title V of the Housing Act 
of 1949. 

As indicated, the proposed revisions the Department of Agriculture 
is recommending have not been finally agreed upon by the Bureau 
of the Budget and other interested Government agencies. We are 
unable, therefore, to say that the proposal has the approval of the 
Bureau of the Budget. 

Senator Bennett. Will you stand ready to return to the committee, 
with the proposed amendments that you are now working on? 1 
think we will probably be in session on this big bill for a good many 
weeks, 

Mr. Farrrnoton. We certainly will, Mr. Chairman. And this may 
be Gopesed of in a matter of days. It is merely a matter of getting 
around the table for a couple of hours. 

Senator Bennetr. If you will notify the staff of the committee 
when you do have it disposed of, we will undertake a schedude for 
your reappearance. 

Mr. Barnarp. I believe the Bankhead-Jones Farm Tenant Act 
amendments will probably go to the Agriculture Committee. 

Senator Bennett. That’s right. But we are concerned with them 
because we might decide to take title V out of this bill, and we might 
not do that if we thought these other proposals were adequate. 

Senator Sparkman. I think we ought to be furnished with a state- 
ment, because it does bear on this. 

Mr. Farrrneton. We will do that. 

Senator Bennett. Ladies and gentlemen, these are all the witnesses 
that have been scheduled for today. We will take up again at 10 
o’clock tomorrow morning, in the Banking and Currency Committee 
room, when Mr. Cole, the Housing and Home Administrator, will 
resume.the witness stand. 

So, we are in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 3:35 p. m., the committee recessed, to reconvene 
at 10 a. m., Friday, March 12, 1954.) 
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FRIDAY, MARCH 12, 1954 


Unrrep Srates Senate, 
CommMirree ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10: 30 a. m., in room 301, 
Senate Office Building, Senator Homer E. Capehart, chairman, pre- 
siding. 

Present: Senators Capehart, Sparkman, and Frear, 

The CuairMan. The committee will please come to order. 

You may proceed, Mr. Cole, in your own way. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY B. T. FITZPATRICK, DEPUTY ADMINISTRATOR AND GENERAL 
COUNSEL; JAMES W. FOLLIN, DIRECTOR, DIVISION OF SLUM 
CLEARANCE AND URBAN REDEVELOPMENT; AND JOHN C. 
HAZELTINE, COMMISSIONER, DIVISION OF COMMUNITY FACILI- 
TIES AND SPECIAL OPERATIONS, HOUSING AND HOME FINANCE 
AGENCY 


Mr. Cote. Thank you, sir. We are now at page 22 of the statement 
which you have, Senator. We have been dud ne it not consecutively. 
We are now on page 22. 

The broadened authorization provided in title IV of the bill is 
designed to assist our cities to increase both the scope and effectiveness 
of their efforts to eliminate slums and blight, and to develop and pre- 
serve well-organized residential neighborhoods of good homes in a suit- 
able living environment for adequate family life. The major change 
of emphasis and approach which would be provided by the bill would 
in my judgment, permit a much more realistic and effective means o 
accomplishing that basis objective. 

This bill recognizes that slums and blighted areas are the symptoms, 
not the causes, of this particular urban disease, It recognizes the 
plain fact that we cannot cure the disease by eliminating only the 
symptoms and doing nothing about the causes. 

It recognizes that the pressure from these causes pushes American 
cities. along the pipeline of deterioration faster than slums can be 
demolished and cleared at one end and new dwellings added at the 
other. 

It recognizes that we must continue to demolish and clear our slums, 
and to add good new housing to the supply, but that, if we are to be 
realistic about. the job of eliminating urban slums and blight, it is 
necessary to go after the causes as ai the symptoms of the trouble. 
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It seems to me that most people would agree that any effective pro- 
gram to accomplish this desirable objective should provide for ees 
three things: 

First, prevention of the spread of blight into good areas of a com- 
munity devouahs adequate enforcement of housing standards and oc- 
cupancy controls, and other appropriate local i and regulations. 

Second, rehabilitation of areas of a community which still can be 
saved, converting them into sound, healthy waiatherhaede by replan- 
ning, removing congestion, providing parks and playgrounds, reor- 
ganizing streets and traffic, and by facilitating physical rehabilitation 
of structures which, while deteriorated, are basically sound. 

Third, demolition and clearance of slum and blighted areas which, 
otherwise, cannot be restored, and the redevelopment of such areas. 

The Cuatrrman. I think you should add a fourth one there, too, 
and that is the elimination of smoke and smog. We will introduce 
an amendment to this bill, I hope, the latter part of next week, and 
1 am hopeful that the people in St. Louis who have done such a won- 
derful job of eliminating smoke in St. Louis will come in and testify 
with respect to this matter. It isn’t going to gain us much if we 
build these beautiful new houses and communities and then continue 
to have them deteriorated by smoke and smog. We will just have the 
same thing we have now, within a year or 2,3,or4 years. If the cities 
continue to permit this horrible nuisance, we will not accomplish the 
objective. 

Our staff director, Mr. Donaldson, is meeting with the St. Louis 
officials who did such a good job in eliminating smoke in St, Louis, in 
order to get the factual information and experience they have, to 
enable us to properly write an amendment to this bill which will 
allow the Federal Government to help communities in this problem 
of smoke. 

Senator Sparkman, I am sure you agree with me that that should 
go hand in hand with this. Not only does it eliminate smoke, but it 
helps the people. 

Senator SparkMan. It certainly contributes. 

The Cuarrman. St. Louis has proven that you can eliminate smoke, 
and I think we ought to make it a part of this bill, with regard to the 
elimination of slums and blighted areas, 

Mr. Corx. The present slum clearance and community redevelop- 
ment legislation permits assistance for an effective attack upon bly 
the third of these three essential tasks. The broadened authorization 
provided by the bill is designed to permit assistance for an effective 
attack upon all three. 

Briefly, the bill proposes an enlargement of the scope of a project 
eligible for Federal assistance in two respects : 

First, the types of projects are enlarged so that they may include 
not only the slum pockets necessitating Meavitics: but also other neigh- 
borhoods or other areas which may be deteriorated, but are suitable for 
the application of rehabilitation and conservation measures. 

Secondly, the scope of the project is increased by broadening the 
activities which may be financed chido Federal aid to include those 
which are necessary for an effective rehabilitation and conservation 
program, as well as for a program of clearance and redevelopment. 

The broadened authorization does not require that a project must 
hereafter include both clearance and redevelopment and conservation 
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and rehabilitation. It simply means that projects may involve either 
clearance and redevelopment, or conservation and rehabilitation, or 
a combination of both, according to the locality’s determination as to 
what is required to meet its particular needs. 

However, before any locality can obtain Federal assistance for any 
type of urban renewal project, it must have a workable program for 
dealing with the whole problem of urban slums and blight, including 
the rehabilitation of dwellings worth saving. I will discuss this work- 
able program requirement more fully in the latter portion of my 
<tatement. 

The enlargement of the project area to cover an urban renewal 
urea—which may be an entire neighborhood or a very large deteri- 
orated area—results in an expansion of the site improvements and 
facilities required for the larger area. Streets, utilities, parks, play- 
grounds, and other site improvements and public facilities, when 
undertaken by the local public agency in order to accomplish the 
urban renewal objectives, may be eligible under the Federal finance 
contract. 

The cost of additional facilities and activities which are required to 
make possible sound clearance and redevelopment, or neighborhood 
restoration and renewal, and which are provided by the local commu- 
nity in an urban renewal area will, of course, be included as gross 
project costs. Thus, for example, the gross project cost would include, 
in addition to costs in connection with planning and carrying out slum 
clearance and redevelopment as now authorized in the law, public 
expenditures in connection with: 

1. Carrying out plans for a program of voluntary repair and re- 
habilitation of buildings or other improvements in accordance with the 
urban renewal plan; 

2, Acquisition of real property and demolition or removal of build- 
ings and improvements, and disposition of property in the broader 
urban renewal area where necessary to eliminate unhealthful, unsani- 
tary, or unsafe conditions, lessen density, eliminate obsolete or detri- 
mental use, or to otherwise remove or prevent the spread of blight or 
deterioration ; and 

3. Installation, construction, or reconstruction of streets, utilities, 
parks, playgrounds, and other improvements in the urban renewal 
area which are necessary for carrying out the urban renewal plan. 

In many cases, rehabilitation of dwellings alone will not reestablish 
a deteriorated area as a sound neighborhood. Older, deteriorated 
neighborhoods frequently are characterized by the poor condition of 
their streets and alleys, the lack of adequate sewers, poor lighting, the 
almost complete lack of playgrounds, parks, or other open space, and 
by old and inadequate school buildings. 

Parks, playgrounds, and other recreation areas are essential to the 
reunalhilehenent and maintenance of healthy neighborhoods. Also, 
streets, alleys, sidewalks, street lights, and other improvements must 
be restored and rehabilitated to meet modern needs in order to achieve 
sound and lasting rehabilitation and conservation objectives. I have 
the feeling that it is inequitable for a city to call upon an owner to 
spend several thousand dollars rehabilitating his home if the city 
cannot assure that necessary action will also be taken to rehabilitate 
the streets and other public facilities in the neighborhood and to pro- 
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vide such other public improvements and facilities as are necessary 


to establish and maintain a desirable neighborhood. 

The protection of the investment of a private owner in the rehabilita- 
tion of his home may, in large measure, be dependent upon appropriate 
public improvements to rehabilitate the area. Without this public in- 
vestment, the city surely cannot induce the owner to spend more than 
what is required to meet bare, minimum standards which may fall far 
short of the level of rehabilitation which may be desirable. 

The provision in the urban renewal area of public buildings or other 
public facilities, other than publicly owned housing, necessary for 

carrying out urban renewal objectives, may be inc luded at their cost as 
—_ ash local grants-in-aid. It should be noted that no improvement 
or facility constructed outside the urban renewal project area can be 
eligible as a local grant-in-aid under the bill. 

However, buildings and facilities in the project area may be eli- 
gible as local grants-in-aid. This is essential to facilitate the re- 
juvenation of urban areas. One illustration will suffice. 

Antiquated and wholly inadequate school buildings contribute im- 
measurably to the rundown neighborhood conditions and would im- 
pede efforts to rehabilitate the neighborhoods in which they are lo- 
cated. The removal of the old structure and the construction of a 
new school building, as part of the rehabilitation program of a neigh- 
borhood, will enhance the livability of the entire neighborhood and 
give a positive lift to the renewal efforts. 

Now, Mr. Chairman, if we may turn to page 30, I want to speak 
of the workable program. 

The Cratrman. Do you think it would be well to put in the record 
at this time exactly how this matter has been handled in the past and 
how it is handled at the moment? 

Mr. Coir. We will do that, yes. 

The CuarmMan. Would you prefer to do it by memorandum or will 
you do it now ? 

Mr. Corr. I think by insertion of a memorandum and statement. 
Of course, we will be glad to answer questions about the present op- 
eration of the slum clearance and urban development program but to 
have it clearly identified and carefully described, I think we would 
like to submit a statement. 

The Cuarrman. If you will have someone prepare that, we will 
place it in the record at this point, exactly how this matter has 
been handled in the past. 

Senator Gramm ,n. Will that include the procedure by which the 
project is set u 

Mr. Core. Yes, we can do that, Senator. I think that would be 
helpful. 

(The information requested follows :) 


COMPARISON OF PROPOSED PRoGRAM UNDER S. 2938 WitrH PROGRAM UNDER EXISTING 
PROVISIONS OF TITLE I or Houstne Act oF 1949, As AMENDED 


The proposed title TV in S. 2938 is intended to broaden the scope of the title I 
program by authorizing Federal assistance for an expanded type of project which 
may encompass not only slum clearance of the type presently eligible under the 
existing provisions of law but also rehabilitation and conservation measures 
to eliminate and prevent the spread of slums and blight. Basically, what is in- 
volved in the proposed legislation is a broadening of the geographical area of a 
project to cover more than the area to be cleared through the demolition of the 
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structures therein, perhaps an entire neighborhood, and an augmentation of the 
activities which may be financed as project costs. 

The enlargement of the project area will result in an expanded need for site 
improvements to cover the larger urban renewal area. Thus, Federal aid for the 
construction of a needed street improvement, which under the existing law would 
be coniined solely to the slum clearance area, may be extended under the proposed 
legislation to the confines of the urban renewal area. Moreover, the proposed 
legislation provides for some expansion in the type of facilities which are eligible 
as site improvements. Under the proposed legislation (in addition to streets and 
utilities), parks, playgrounds, and other improvements necessary for carrying out 
in the area the urban renewal objectives of the Federal law in accordance with 
the urban renewal plan constitute eligible site improvements. The existing law 
permits as eligible site improvements “streets, utilities, and other site improve- 
ments essential to the preparation of sites for uses in accordance with the 
redevelopment plan.” 

The repeal of the proviso in the First Independent Offices Appropriation Act, 
1954, pertaining to code enforcement and rehabilitation is provided for in 
the bill because appropriate provisions are otherwise included in the bill to 
carry out the objectives of such proviso. Under title LV of the proposed Housing 
Act of 1954 provisions are included requiring the Administrator to consider, in 
entering into any contract for advances for surveys, plans and other preliminary 
work, the extent to which appropriate local public bodies have undertaken positive 
programs for preventing the spread or recurrence of slums and blighted areas by 
the adoption, modernization, administration, and enforcement of housing, zoning, 
building, and other local laws, codes, and regulations relating to land use and 
adequate standards of health, sanitation, and safety for dwellings, including the 
use and occupancy of dwellings. In addition, it is provided in the proposed 
amendments to title I of the Housing Act of 1949 that no contract shall be entered 
into for any loan or capital grant unless there is presented to the Administrator 
a workable program for utilizing appropriate private and public resources to 
eliminate and prevent the development or spread of slums and urban blight, to 
encourage needed urban rehabilitation, to provide for the redevelopment of 
blighted, deteriorated or slum areas, and to undertake other community activities 
to achieve the objectives of such program. Furthermore, the expansion of the 
program to cover urban renewal projects involving rehabilitation and consérva- 
tion activities is intended to emphasize the desirability wherever feasible of 
achieving slum clearance objectives through the rehabilitation of existing 
dwellings and areas. 

There is no change contemplated in the proposed legislation with respeet to 
the security for loans and advances. Under the existing law, loans may be 
made to local communities for the undertaking of projects “for the assembly, 
Clearance, preparation, and sale and lease of land for redevolpment” in order 
to assist them in eliminating their slums and blighted areas and in providing 
maximum opportunity for the redevelopment of project areas by private enter- 
prise. The proposed amendment of the existing law authorizes the making of 
loans for the undertaking of “urban renewal projects” in order to assist local 
communities in the elimination of slums and blighted or deteriorated or deterior 
ating areas, in preventing the spread of slums, blight or deterioration, and in 
providing maximum opportunity for the redevlopment, rehabilitation, and con 
servation of such areas by private enterprise. Thus, the purpose for which 
loans may be made is proposed to be enlarged to the same extent as the increase 
in the scope of the project to encompass urban renewal activities. Loan funds 
may thus, under the proposed amendments of title I, be used for all the purposes 
for which loans under the existing provisions of law may be used and in addi 
tion for rehabilitation or conservation activities in an urban renewal area, 
including the carrying out of plans for a program of voluntary repair and re- 
habilitation of buildings or other improvements in accordance with the urban 
renewal plan, the acquisition of real property and the demolition or removal 
of buildings and improvements thereon where necessary to eliminate unhealth- 
ful, insanitary, or unsafe conditions, lessen density, eliminate obsolete or other 
uses detrimental to the public welfare, or to otherwise remove or prevent the 
spread of blight or deterioration. It is specifically provided in the proposed 
legislation that an urban renewal project for which Federal aid may be provided 
shall not include either the construction or the improvement of any building. 

Under the existing law, advances may be made for surveys and plans in 
preparation of projects which may be financed with title I funds. The proposed 
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amendments to title I enlarge the scope of advances to authorize advances for 
surveys and plans for urban renewal projects which may be assisted under the 
amended title I, including the preparation of plans for carrying out a program 
of voluntary repair and rehabilitation of buildings and improvements, plans 
for the enforcement of State and local laws, codes and regulations relating to 
the use of land and the use and occupancy of buildings and improvements, and 
to the compulsory repair, rehabilitation, demolition or removal of buildings and 
improvements. In addition, under the proposed amendments, advances may 
be used for the making of appraisals, title searches, and other preliminary 
work which is necessary to prepare for the acquisition of land in connection with 
the undertaking of an urban renewal project. 

The provision in section 414 of the bill providing for an authorization of $5 
million is intended to assist the development of pilot projects of effective local 
action for the elimination and prevention of the spread of slums and blight. 
This is a provision not now in the existing law. The establishment of demon- 
stration projects for the purpose of deevloping, testing, and reporting the results 
of slum prevention and blight elimination methods and techniques should prove 
fruitful in accelerating and facilitating the urban renewal program and in 
achieving substantial economies. 

Another new provision in title IV of S. 2938 is that authorizing the establish- 
ment of an urban renewal service to assist local communities in their urban 
renewal programs. 


BRIEF SUMMARY OF PROVISIONS IN TITLE IV OF S. 2938 FOR ADVANCES, TEMPORARY 
LOANS, AND CAPITAL GRANTS 
Advances 

Advances are available for surveys and plans for urban renewal projects, in 
cluding, but not limited to— 

(a) Surveys of the area to ascertain the nature and degree of blight and de- 
terioration, the character of existing uses, the number of persons residing in the 
area, the type and condition of the area and the structures therein, and other 
pertinent aspects of an urban renewal project. 

(bv) The preparation of an urban renewal plan, including a redevelopment plan 
for the portion of the area to be redeveloped, financing plans, relocation plans, 
land acquisition plans, land disposition plans, demolition, removal, site clear 
ance, site preparation, and other similar plans. 

(c) Plans for carrying out a program of voluntary repair and rehabilitation of 
buildings and improvements in the urban renewal area. 

(d) Plans for the enforcement of State and local laws, codes and regulations, 
relating to the use of land and occupancy of buildings and improvements, and to 
the compulsory repair, rehabilitation, demolition or removal of buildings and 
improvements in the urban renewal area. 

(e) Appraisals, title searches, and other preliminary work necessary to prepare 
for the acquisition of land in connection with the undertaking of such projects. 


Temporary loans 


Temporary loans are available for— 

(a) The repayment of advances, with interest ; 

(b) The acquisition of real property ; 

(c) Demolition, removal, and site clearance work ; 

(d) Installation, construction or reconstruction of streets, utilities, parks, 
playgrounds, and other improvements necessary for carrying out in the area the 
urban renewal objectives of title I in accordance with the urban renewal plan ; 

(e) Making the land available for development or redevelopment by private 
enterprise or public agencies (including sale, initial leasing, or retention by the 
local public agency itself), at its fair value for uses in accordance with the urban 
renewal plan. 

(f) Carrying out plans for a program of voluntary repair and rehabilitation of 
buildings or other improvements in accordance with the urban renewal plan. 


Capital grants 

Capital grants may be made available to assist local public agencies in carrying 
out urban renewal projects except that no capital grant can be made for an 
open land project. The capital grant with respect to any individual project shall 
not exceed the difference between the net project cost and the local grants- 


in-aid actually made with respect to the project and the aggregate of the capital 
grants with respect to all the projects of a local public agency on which contracts 
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for capital grants have been made shall not exceed two-thirds of the aggregate 
of the net project costs of such projects. 


Types of areas or projects eligible for Federal aid 

(a) Federal aid may be made avaiiable for urban renewal projects in an urban 
renewal area, which is defined as an urban area that (1) the governing body of 
the locality determines to be blighted, deteriorated, or deteriorating, and desig- 
nates as appropriate for an urban renewal project and (2) the Administrator 
approves as appropriate for a project under title I. 

(b) A project may involve the acquisition of a slum area or a deteriorated 
or deteriorating area without regard to whether it is predominantly residential 
in character or whether it is to be reused for predominantly residential purposes, 
provided it is intended to achieve sound community objectives for the establish- 
ment and preservation of well-planned residential neighborhoods of decent homes 
and suitable living environment for adequate family life. 

(c) A project may comprise land which is predominantly open and which, 
because of obsolete platting, diversity of ownership, deterioration of structures 
or of site improvements, or otherwise, substantially impairs or arrests the sound 
growth of the community. 

(d) A project may consist of open land necessary for sound community growth 
which is to be developed for predominantly residential uses, except that in such 
ease no determination of blight or deterioration is required and no capital grant 
therefor may be provided. 

It should be noted that an area may qualify as an urban renewal area if it be 
determined to be a slum area, a deteriorated area, or an area which is deteri- 
orating. In other words, an area which is rundown but has not reached the 
stage of actual complete deterioration may be eligible for title I assistance. 


BRIEF SUMMARY OF PROVISIONS IN PRESENT LAW, TITLE I OF HOUSING ACT OF 1949, 
AS AMENDED 


Under title I only certain types of projects may be financed. Where the project 
area is to be developed or redeveloped for predominantly residential uses, title I 
assitance may be extended if the land or area when acquired for the project falls 
within any of the following four categories: 

1. A slum area or a deteriorated or deteriorating area which is predominantly 
residential in character ; 

2. Any other deteriorated or deteriorating area which is to be developed or 
redeveloped for predominantly residential uses ; 

8. Land which is predominantly open and which, because of obsolete platting, 
diversity of ownership, deterioration of structures or of site improvements, or 
otherwise, substantially arrests or impairs the sound growth of the community ; 
or 

4. Open land necessary for sound community growth which is to be developed 
for predominantly residential uses. 

Where the project area is to be redeveloped for uses which are not predom- 
inantly residential, financial assistance may be extended by the Administrator 
only if the land or area when acquired for the project is either a slum, deterio- 
rated, or deteriorating area and is predominantly residential in character. 

The chronological major steps in carrying out a project under the existing 
provisions of title I (but subject to variations to conform to State and local laws) 
are as follows: 

1. The governing body of the municipality, usually the city council in a city, 
adopts a resolution requesting the Administrator to reserve for the community 
a portion of the Federal capital grant funds for the local slum clearance and 
urban redevelopment program ; 

2. Upon receipt of the resolution the Administrator makes a reservation of 
capital grant funds for the particular community based upon the number of sub- 
standard units which are in the community ; 

3. Appropriate action is taken by the local governing officials to establish in 
accordance with State and local law, if one has not been previously created, an 
appropriate local public body to undertake and carry out slum clearance and 
urban redevelopment projects; generally, the mayor of the city, or the mayor 
with the consent of the city council, may appoint the members of the governing 
body of a redevelopment agency, or other public body (designated as the local 
publie agency, to undertake and carry out slum clearance and urban redevelop- 
ment projects ; 
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4. The local public agency authorized to undertake and carry out slum clear- 
ance and urban redevelopment projects makes a preliminary survey of the 
blighted areas in the community and selects the particular area or areas for 
which surveys and plans in preparation of slum clearance and urban revelop- 
ment projects are to be made; 

5. Having selected the area, the local public agency prepares and submits an 
application to the Administrator for an advance of funds under title I to make 
surveys and plans in preparation of slum clearance and urban redevelopment 
projects; the application must include data showing that the particular area is 
eligible both under the State law and under the Federal law: that it is blighted 
in the manner and to the degree specified by the State law, and that it otherwise 
conforms to the Federal and State legal requirements. 

6. Upon review and approval of the application, the Administrator makes an 
allocation of advance funds to the local public agency for the preparation of sur- 
veys and plans for the particular project area and transmits to the local public 
agency a formal contract incorporating the terms and conditions under which 
the advance is made, which contract, if satisfactory to the local public agency, 
is executed in behalf of both parties: 

7. Upon the completion of preliminary surveys and plans and a determination 
that a feasible project can be developed, a statement is submitted by the Admin- 
istrator to the local public agency concurring in the completion of final surveying 
and planning work; the advance is available for the preparation of the redevel- 
opment plan, the land acquisition plan, the relocation plan, the land disposition 
plan, and other plans and surveys: 

8. When the redevelopment plan has been prepared and approved both by the 
local public agency and the governing body of the locality and has been submit- 
ted to the Administrator for his determination as to whether it meets the re- 
quirements of the Federal contract, the local public agency submits its applica- 
tion for a loan and a capital grant; this application must be supported with the 
data necessary to show that the project is eligible and is feasible, that the local 
public agency will have sufficient local grants-in-aid to meet the requirements of 
the Federal law, that the costs of the project, appropriately broken down into 
certain major categories, are reasonable; 

9. Upon review and approval of the application for loan and grant, the Admin- 
istrator makes an allocation of loan funds and an allocation of capital grant 
funds for the project, and prepares and submits to the local public agency for its 
execution a contract for a loan and a capital grant containing the terms and 
conditions under which the loan and capital grant are made; upon execution of 
the contract by the local public agency, it is returned to the Administrator for 
his exeeution in behalf of the United States; payments are then made of loans 
and capital grant in accordance with the terms of the contract: 

10. If the local public agency can obtain private financing for the project by 
an pledge of the Federal loan contract in accordance with the terms of the 
Federal law, arrangements are made for advertising for competitive bids for 
the short-term notes of the local public agency, guaranteed under the Federal 
contract, and funds obtained through private sources in lieu of Federal tem- 
porary loan funds are used for financing project costs. 

11. When loan funds become available, the local public agency commences its 
development activities, including the acquisition of land, demolition of buildings, 
clearance of the site, preparation of the site through the construction of streets 
and utilities, and disposition of land by sale, retention, or lease; if the land be 
leased by the local public agency, a long-term Federal loan may be made to 
enable the local public agency to finance the portion of the project area which 
is leased ; 

12. Loan payments and capital grant payments and the provision of local 
grants-in-aid may be effected during the development stage of the project, 
depending upon project needs and circumstances. 


Mr. Corx. Now, referring to page 30: As I have indicated, the prob- 
lem of eliminating urban slums and blight, while national in scope, 
is essentially a problem for our cities. The basic responsibility for 
its solution must, therefore, rest with the local community. 

However, Federal assistance is justified for those communities which 
are willing to face up to the problem of neighborhood decay and to 
undertake programs directed to its prevention. For those communi- 
ties which are not willing to do so, Federal assistance is not justified. 
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Urban renewal, in its broad and true sense, therefore, really consists 
of two basic parts: 

One is the community program of action on which the whole 
approach is predicated. The other is the Federal responsibility for 
assisting, through any of the several principal aids available, the 
communities to carry out this plan. The one is dependent on the 
other. 

The Cuarrman. I presume the mayors of the cities of the United 
States have an association and a secretary who might represent all 
the cities on matters of this kind. 

Mr. Coz. There are two principal associations, as a matter of fact, 
Senator; the United States Conference of Mayors, and the American 
Municipal Association. 

The CHatmrman. Are they appearing before the committee next 
week ? 

Mr. McMorray. They have requested no time. 

Mr. Corr. We have been in touch with them and are discussing with 
them the problems of a workable program, Senator, and if Congress 
accepts our plan, as we develop it, we will work very closely with the 
cities on this problem. 

The Cuarrman. I am wondering why they are not coming in and 
testifying, to offer some assistance on this matter. 

Mr. Coir. They will be immeasurably helpful in the program as 
it develops. 

The Cuairman. I think we shall write them. Let’s write the sec- 
retary or the executive manager of each of these associations, request- 
ing that they come before the committee and give us their viewpoint 
on these matters. 

Senator Sparkman. Why not ask them to give their viewpoint on 
several matters in which they might be interested. I should think 
there would be 3 or 4 in here. 

The Cuarrman. I would like to have their viewpoint on this smoke 
business, too, because that can’t be successful unless the cities will 
cooperate. 

Senator Sparkman. The same is true on all these others, slum clear- 
ance, renewal, and probably some of the others. 

The CuarrmMan. There is no sense in passing laws and appropriat- 
ing money unless the cities are going to cooperate with us. 

Mr. Corr. I think they will, Senator. We have found a great 
interest on the part of the cities, in this program. 

The Crarrman. I am surprised that they haven’t made a request 
to be heard. 

Senator Sparkman. I think they have been here every time before. 

Mr. McMvrray. The city of Philadelphia has requested time. 

The Cuarrmman. As an individual city? 

Mr. McMorray. Yes. ; 

The Cuarrman. But the secretaries of the two associations have not ? 

Mr. McMorray. That is right. 

Mr. Coz. Accordingly, the bill provides that before any of the 
principal types of Federal help that are proposed—whether it be 
loans or grants for slum clearance and urban renewal, loans and con- 
tributions for low-rent public housing, or mortgage insurance under 
section 220 or 221—could be extended to any locality, the community, 
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itself, must present a workable program for dealing with both the 
causes and the consequences of slum formation and urban decay. 

Once the community has presented a workable plan, the Federa! 
Government will make available its various resources in the new in- 
tegrated approach to urban renewal. The slum clearance and urban 
renewal program will be available to help clear away the old slums 
and for the rehabilitation and conservation of neighborhoods; the low- 
rent public housing program will be operative to help house displaced 
low-income families; and the FHA sections 220 and 221 programs 
will provide assistance for rebulding cleared areas and an opportunity 
for housing displaced families through home purchases and lease- 
purchase arrangements. 

Thus, the demolition of slums would be only the beginning of an 
integrated urban renewal process, in which the low-rent public hous- 
ing and the special, as well as regular, FHA programs would all have 
mutually supplementary roles, rather than activities under each pro- 
gram being in uncoordinated isolation. 

Such a workable program is, in effect, an official plan of action, with 
such revisions as are made from time to time, for effectively dealing 
with the problem of slums and blight within the community, and for 
the establishment and preservation of a well planned community 
with well organized residential neighborhoods of decent homes and 
suitable living environment for adequate family life. 

Such a program should provide for utilizing appropriate private and 
public resources to eliminate and to prevent the development or spread 
of slums and urban blight, to encourage needed rehabilitation, and to 
provide for the redevelopment of blighted, deteriorated, or slum areas. 
It should mean that cities should undertake such of these or other 
feasible community activities as may be suitably employed to achieve 
the basic objective of urban renewal. 

This workable program requirement does not mean that a com- 
munity must first exhaust all its efforts and resources in meeting these 
problems before it finally came to the Federal Government to be 
rescued. 

Nor does it mean that a community must undertake a protracted 
period of detailed and clairvoyant planning and forecasting of the 
city’s future for the next several generations before it can make an 
appropriate case for Federal assistance. 

t does mean that a community must find out where it really stands 
and where it intends to go, and determine what present resources it 
‘an mobilize to get started in the right direction. 

This workable program requirement is intended to stimulate and 
encourage the community to undertake the development of better and 
more up-to-date codes and regulations and vigorous, effective enforce- 
ment of those codes in an effort to see that its housing is brought within 
at least minimum decent standards. 

It is intended to stimulate and encourage the community to under- 
take positive measures to bring about the conservation and rehabilita- 
tion of neighborhoods and areas that are economically sound and 
worth saving in order to prevent the creation of new slums, and to see 
that practical steps are taken to assure adequate rehousing and fair 
treatment for families who may be displaced by subsequent clearance 
or rehabilitation operations. 
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There should be no straitjacket applied by reason of the workable 
program requirement. From those cities more advanced in bettering 
their conditions, we should expect more. From those cities just be- 
ginning this long road to removing slums and blight and to preventing 
it through realistic codes and aggressive enforcement, we should be 
understanding of the time and effort it takes to develop and to put 
into effect a full-scale local attack. 

We should take full account of varying local situations, and the 
different circumstances confronting the large and the smaller city. 
What we are seeking, I think, is a bona fide and practical expression 
of the community’s own projected program to deed with its own prob- 
lems, presented in good faith and with the firm resolve to carry that 
program through to accomplishment. The workable program re- 
quirement would be meaningless on any other basis, and any com- 
munity that defaults on its own program, through laxity or indiffer- 
ence, should forfeit its right to continued Federal assistance. 

If the proposed legislation be enacted, some time must elapse before 
local communities will be prepared to undertake urban renewal proj- 
ects. They will have to perform considerable preparatory work and 
readjust their activities to the needs of the new program. 

In addition, many local communities are presently carrying out 
slum clearance and urban redevelopment projects under the existing 
slum clearance and community redevelopment legislation. It is both 
equitable and desirable that they be permitted, if they desire, to com- 
plete such projects under the provisions of the Federal law in force 
when they commenced such projects. 

In view of these considerations, a provision has been included auth- 
orizing the Administrator, with respect to any project covered by any 
Federal aid contract executed before the effective date of the proposed 
amendments, to extend financial assistance for the completion of such 
project in accordance with the provisions of applicable law in force 
immediately prior to the effective date of the proposed amendments. 

Urban renewal requires sound community planning as a basis for 
its successful consummation. The importance of a general plan to 
guide the physical development of urban areas in renewal under- 
takings must not be underestimated. The proposed legislation ap- 
propriately recognizes the essentiality of planning. The bill includes 
a $5 million authorization for grants to assist planning for the smaller 
communities and coordinated planning for communities in metro- 
politan and regional areas. Grants up to 50 percent of the estimated 
costs could be made to State agencies for planning assistance to munic- 
ipalities having a population of less than 25,000, and to metropolitan 
or regional planning agencies. 

This program will materially implement the urban renewal pro- 
gram by assisting in the preparation of adequate urban renewal plans, 
workable programs, and general city plans. 

In the present form, the bill would repeal the existing provisions 
of law relating to present determination of salaries to be paid to ar- 
chitects and draftsmen employed on urban renewal projects. I would 
recommend that your committee eliminate this repeal provision. 

The bill would also authorize special grants to Tocalities to assist 
them in developing, testing, and reporting on improved techniques 
for preventing and eliminating slums and urban blight. Grants 
would be limited to two-thirds of the cost of the undertakings. 
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Aggregate grants under this section would be limited to $5 million, 
to be obtained from the e xisting authorization in title I of the Hous. 
ing Act of 1949. Such an authorization was recommended by the 
Subcommittee on Urban Redevelopment of the President’s Advisory 
Committee on Government Housing Policies and Programs. 

For the information of your committee, I should also say that we 
are working with the District of Columbia officials to develop the 
provisions necessary to permit the District to qualify fully under 
the broadened slum clearance and urban renewal legislation contained 
in this bill. We hope to be able to submit for your consideration 
very shortly an appropriate amendment to this bill. 

As you gentlemen know, Mr. James W. Follin is my director of 
the present slum clearance and community development program. 
He is here with me, and we will do our best to answer any questions 
you have on the a isions of this title of the bill, and Mr. Follin has 
a statement which I think it would be well for him to read. 

Mr. Foutiry. I think it would answer some of the questions you had 
as to the interest in the program and the probable interest in the new 
program. 

The CHarrman. Let me ask the Administrator a few questions, 
then, before you proceed. 

Will cities continue to have redevelopment projects of the kind 
now underway if the urban renewal program is established? Would 
any new conditions have to be met to get Federal aid if they are able 
to get it under the present legislation ? 

Mr. Corr. I covered that in part in my statement. The answer to 
the first question is yes. The answer to the second question is that. 
as to projects already under contract—either contracts for advances 
for planning or for loans and grants—they would not have to meet 
any new conditions. Those contracts would be covered by the savings 
provisions in section 412 of the bill. As to those coming under con- 
tract after the enactment of this bill, the cities could continue to 
have the same type of slum clearance and redevelopment projects, but 
they would have to meet the new condition as to presenting a workable 
program. 

The Cratmrman. Do you mean they will continue under the old 
law for a given period of time before the new law becomes effective ; 
is that w hat you are say ing ? 

Mr. Corr. No, let’s put it this way: If a city has a contract for a 
project and it is now in the process of being developed, the bill per- 
nits it to proceed with that under the law as it is now. 

The Crarrman. Any projects that are now in the making, or any 
contracts that have been made with any city or any authority, you 
will carry out? 

Mr. Coxe. That is right. 

The CuatmrmMan. Under some State laws, cities must now use the 
term “urban redevelopment.” Will the use of this term affect a city 
in getting Federal aid under the urban-renewal program ? 

Mr. Cote. The answer is no, that it will not. We look to the 
substance of the locality’s program to see if it complies with the re- 
quirements of the Federal law. If the substantive program of the 
locality meets those requirements, it doesn’t make any difference if the 
terminology used in the State law is different. 
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The Cnatman. Why are the costs of Federal inspections of urban 
renewal projects charged to the cities 

Mr. Coir. They are a part of the project cost. 

Mr. Frrzrarrick. On grant-in-aid programs, the cost of inspection 
provided at the site is a project expense and is charged against the 
project. That is so in public housing, also. 

The Crarmman. I understand the city pays for its share of the 
urban project by building a school, and the school must be in the 
project area. Is this not an additional requirement which is not in 
the present law ¢ 

Mr. Foti. Yes; it is. However, under the provisions of the pro- 
visions of the proposed law, the area will be rather sizable areas. In 
other words, you will take not only the pockets of slums, but the 
larger areas that are blanketed all into one project, so the chances of 
a school serving the children in that area being outside of the area 
is rather remote and it does simplify the administration a good deal 
to have the credit for local expenditures entirely within the area. 

The CuarrmMan. Why should the school be within the area particu 
larly ? 

Mr. Foun. It probably would be. 

The Cnatrman. It possibly would be, but why should it? If it is 
better to have it someplace else, why couldn’t it be part of the area— 
that is, as far as the operation of the law is concerned ¢ 

Mr. Corr. We recognize that, Senator. We recognize that. 

Mr. Four. That is correct. 

The Carman. As the urban-renewal program represents a big 
expansion under the urban-redevelopment program, will the present 
capital-grant authorization be sufficient ? 

Mr. Foun. Yes, sir; and when I give my statement, with your 
permission, sir, I will cover that point. 

The CuairrMan. The urban renewal title seems to make the Admin- 
istrator’s approval of a workable program a condition of any of the 
Federal aids provided. What assurance is there that this will be ad- 
ministered to encourage cities in making progress toward workable 
slum clearance program. Will it not be used, rather, to stop pro- 
grams in those cities which have not yet progressed far enough to 
satisfy the Administrator ¢ 

Mr. Coiz. Senator, 1 think that is an important question. It is 
all resolved in the office of the Administrator, and how he and his staff 
administer such a program as is developed. May I say to you that I 
am quite well aware of the difficulties and the complexities of setting 
up a workable program. I am aware of the aes of the localities, 
their own ideas which must be developed; not only that, I am aware, 
as I said in my statement, that you cannot have clairvoyant thinking 
in prophesying in the future certain things you hope to have accom- 
plished, nor can you place them in a straitjacket which will forbid 
them, by reason of stringent, tight regulations, which will forbid them 
from proceeding with a sound, workable program. 

We plan to and will approach this very carefully, and, frankly, 
cautiously, with these two objectives in mind: Believing sincerely that 
the city does have a responsibility, but, secondly, understanding 
that the program cannot be accomplished overnight through too strict. 
too much of a straitjacket regulation. I certainly do not propose 
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to use this requirement of the bill to hamstring cities or to make it 
impossible for them to get financial assistance from us. On the other 
hand I firmly believe that cities do have a real responsibility here to 
do their part in this task and they are going to have to face wp to that 
responsibility. 

The CuamrMan. Why does the bill repeal title VII of the National 
Housing Act, providing yield insurance? 

Mr. Cour. Senator, that has been on the book, now, for 6 or 7 years. 
The Federal Housing Administration reports that there has been 
practically no interest in the program. 

Therefore, they have recommended it be repealed because it has not 
been used. The question of need of title VII might be debated. | 
think their reason for asking that it be repealed is that it hasn’t been 
used, and if anybody thinks that it is usable and will be used, we 
would be glad to look at it. 

The Cuatrman. I have 6 questions here that Senator Frear wished 
me to ask you, and I presume this would be as good a place as any. 

Senator Sparkman. Mr. Chairman, I am going to have to leave 
about 11:20. I wonder if I could ask him a few questions ? 

The Cuamman. Oh, yes; you go ahead. We can do this any time. 
You proceed. 

Senator SparKMAN. Qn this yield insurance. I brought up the ques- 
tion the other day in connection with the 2 percent short-term notes, 
the 5-year notes, I believe. Is that in connection with the section 221 
housing ? 

Mr. Cote. That is in connection with the FNMA support program 
for section 221. 

Senator Sparkman. I don’t see how you felt you could sell 2 per- 
cent debentures on that, since you couldn’t sell 234 percent investment 
yield insurance. I don’t care to go into any lengthy discussion of it, 
I am just a layman in those quarters. It seems to me that certainly 
if you can work out a program which will sell 2 percent FNM: A 
debentares, you could likewise work out a pr ogram—if you worked 
hard enough—that would make a 234 percent yield insurance program 
work, 

It may be that the period of time over which they run is longer, 
but why in the world can’t they be brought down to 5 years and issued 
on a short-term basis, the same as you propose to issue the 2 percent! 
In other words, I just cannot see why 23, percent insured yield, insured 
by the Government, insured to yield 234, why that could not be sold, 
or, if that could not be sold, then I a see how you could hope 
to sell 2 percent on a 5-year basis. I don’t care for any lengthy 
discussion, but I did want to throw that thought out. 

Mr. Core. I was a member of the House Banking and Currency 
Committee when that provision was included in the law. As I recall 
it, I was quite interested in it and thought that it might work. The 
only answer that I have is that it has not been used, and the FHA 
feels that by reason of the fact that there has been little, if any, 
interest in it, and no use of it, it might as well be eliminated from 
the law. 

Senator Sparkman. Has it been used, at all? 

Mr. Cote. I think they have had 1 or 2 projects which were trying 
to develop something under it but I don’t think they ever received a 
formal application under title VIII. 
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The Cuatrman. No transactions at all ¢ 

Mr. Cotx. No transactions. 

Senator Sparkman. I will go back a few years, before you and I, 
either one, were in the Congress, when FHA first came out. 

Mr. Core. I know. 

Senator SparkMAN. They had a terrible time getting started on that, 
but there was a lot of work done and it got started and I think it 
proved quite successful, as a result. 

I don’t think you are going to sell 2-percent short-term notes to sup- 
port section 221 housing without sale rable work. 

My thought is, if you put the same hard work on yield insurance, 
it can be made to work. 

I remember when it was written in the law. I remember Senator 

Taft was very strong for it and I can remember his appearing before 
this committee. He argued for it when it was first written into the 
law. 

Mr. Frrzrarrick. Of course, you will remember that originally 
it was written with the idea of insuring direct equity investment in 
housing. Some years ago, you will remember there were a number 
of investment bankers who came in and there was a meeting in your 
office, looking toward the possibility of developing a method whereby 
the individual sponsor of the project might sell income debentures 
in the market and pledge his insurance contract to those debentures. 
I think that is what you are referring to when you are speaking of 
debenture-type financing under the y ield j insurance title. 

Senator Sparkman. In order to set the record straight, remember 
I am a layman, and I may have misused some of the terms, but I 
believe you know what I am talking about. 

Mr. Firrzparrick. Subsequent to that conference, Senator, the law 
was changed to eliminate some of the defects that were discovered as a 
result of that conference, but even after those amendments, there were 
no individual projects that ever were worked out by the FHA. 

Senator Sparkman. Aside from that, you say there hasn’t been very 
much interest manifested in it from the investment side 4 

Mr. Core. That is my information, that there has been practically 
none, or almost none. 

Senator SpaRKMAN. Now, there are just two little things that I 
would like to ask about, to be certain that I have not misunderstood 
them, or that the record is correct on them. 

One of them relates to this section 221 housing. The other day, 
Mr. Hollyday was testifying about that, and about urban renewal, at 
the same time. I want to be certain that I understand this: Is section 

21 housing to be used only in connection with slum clearance and re- 
aa elopment d 

Mr. Coir. And rehabilitation. 

Senator SpaRKMAN. And _ rehabilitation, and public housing 
projects ? 

r. Cote. And people who have been removed by reason of public 
works, 

Senator SpaRKMAN. That is what I mean. In other words, it is not 
to be an independent program of its own, whereby builders will be 
encouraged to build low-cost housing ¢ 

Mr. Cotz. No. Well, except in these localities. 

Senator Sparkman. Well, I mean beyond that. 
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Mr. Core. Yes. 

Senator SpaRKMAN. I assume there is some good reason for limiting 
it to those particular fields. 

Mr. Cotx. The reason, Senator, is because it is an experimental pro- 
gram. Frankly, it is one of the restrictions placed upon the experi- 
mental program to make it acceptable, to keep it within bounds, as we 
test it, and then, as we determine the results, perhaps we may be 
willing to recommend that it be expanded. We feel that we should 
approach it as an experimental program, say so frankly, and, along 
with other restrictions placed upon the program, we decided that this 
Was a very good one. 

Now, let me pursue that: Our interest is to obtain housing for low- 
income people, to give them one more epportunity than public hous- 
ing—an additional eppeetusity—to obtain decent, sound, homes. 

It seems to us that, as w » approach this experimentally, that those 
people removed from these slum areas by reason of public action are 
the ones that should have the opportunity to first obtain these homes. 

Senator Sparkman. I certainly apprec _ the idea of the priority 
status that you are seeking to give. We are all interested in seeing— 
and I believe we all admit there has ee, a very great need for low- 
priced housing, or reasonably priced housing in every field. 

This committee has worked in the past, ‘along with all of you, in 
trying to liberalize section 203, title I, section 8, so as to make possible 
the provision of some of the housing and I hope we won’t lose sight 
of the need for that in the general housing field, even apart from these 
specialized things. 

Mr. Coir. We won't, Senator. 

I want to add one more thing: Remember, this is a program which 
does have direct Federal support. I think that it is quite possible that 
it will develop in such a way that the lenders will find it a sound 
ereteonnacr Now, as they find it a sound investment, then I think we 

‘an expand it more generally for the benefit of everybody concerned. 

Once more, we are concerned about the public debt. While the 
section 221 program is in the first and experimental stages and so long 
as direct Treasury support is required. I think we ought to limit its 
use to the area of greatest need—that is to the low-income families 
being displaced by governmental action. 

Senator Sparkman. Of course, we all are and we don’t want a pro- 
gram that is not sound. 

The housing program over the last 15 or 20 years has been, I think, 
highly suc¢ cessful and none of us would want to see us engage in an 
undert aking that would take away from it the good record that it has 
made, 

I have one other question and I want to make sure I understood this 
correctly. When Mr. Hollyday was testifying, you will remember 
I asked about the possibility—I referred to a letter I had received 
on the subject, making a suggestion that title I, section 8, Debentures, 
that would be usable in connection with title II loans, and Mr. Holly- 
day said that you were going to do that. We stopped with that. I 
didn’t go any further, but I do want to make certain that I understood 
that correctly. 

Mr. Frrzparricx. You are correct as to the title I, section 8, Senator, 
because that program is being absorbed in title II. I wouldn't want 
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vou to be misled. That does not mean that all debentures would be 


freely usable for the payment of premiums under any section of the 


act. 

The recommendation of the Federal Housing Commission was that 
otherwise debentures be limited to payment of premiums only against 
the particular insurance program for which they were issued. 

In other words, section 203 debentures could not be used to pay 
premiums under section 207. 

However, the old title I, section 8, debentures would be usable for 
the payment of premiums in section 203 housing. 

Senator Sparkman. That would apply to debentures that might be 
issued in connection with mortgages that have already been written. 

Mr. Firzparrick. Yes, sir. 

Senator SparKMAN. Since title I, section 8, is being merged with 
section 203, under title IT, those debentures that will be issued in the 
future against title I, section 8, will be usable in section 203 ? 

Mr. Frrzparrickx. Yes. That is what the Federal Housing Com- 
missioner said in answer to your question the other day. 

Senator Sparkman. I want to be certain I understand you there. 
It is not across the board, but it is section 203 ? 

Mr. Firzparrick. Yes. 

Senator Sparkman. Thank you. 

Mr. Chairman, I hate to leave you but I have an appointment which 
I must keep. 

The CuHarrman. We hate to see you go, but we understand. 

Mr. Coir. Do you prefer to ask the questions now, Senator ? 

The Cuarrman. These were some questions Senator Frear wanted to 
ask: “Does the Federal Government set up a local housing authority ¢” 

Mr. Coir. No, that is done by the local people. 

The CHarrman. That is the Government does not set up authority, 
the local people do it? 

Mr. Cote. Yes. 

The Crairman. “Can a public-housing project be built in any com- 
munity without approval of local government ¢” 

Mr. Cote. No; it cannot. 

The Cuarrman. In other words, the answer is “No”? 

Mr. Corz. That is right. The answer is “No.” 

The Cuarrman. The Federal Government cannot go in and put 
ina public-housing project without the approval of a local community ? 

Mr. Corr. That is correct; they cannot. 

The CxarrMan. The third question: “How much interest has there 
been in public housing on the part of the various localities?” 

Mr. Corr. In that connection, Senator, I might point out that there 
are now section 887 local housing authorities with active programs 
serving 1,228 localities. By that I mean that in some cases a single 
authority may serve several localities. 

As I traveled over the country last year, 1 saw in many places a great 
interest in public housing. 

The CuatrrMAn. You say there are 887 of them? 

Mr. Cotx. Yes. 

The CrarrmMan. Private housing authorities, or municipality hous- 
ing authorities, or State, or local. Let’s put it that way. Local hous- 
ing authorities. 

Mr. Cortx. That is right. 
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The Cuarrman. Have they all actually built some? 

Mr. Coiz. They have programs in operation. 

The Cuairman. And actually have built some buildings? 

Mr. Coxz. Yes, 

The Cuarrman. You would consider, then, with 887 of them, there 
was considerable interest ? 

Mr. Cote. Yes, Senator, I would feel so. Yes; definitely. 

The CuatmrmMan. No. 4: “What are the incomes of the families in 
public housing? Can they get housing any other way ¢” 

Mr. Cote. The average income of families admitted in 1952 was 
$1,986. 

The CuarrMan. That was their annua! income? 

Mr. Coxe. Yes. 

The Cuarman. If they had more than that they could not get 
into a public housing project ? 

Mr. Coxe. That is the average. The average income of all families 
already in residence in 1952 was $2,087. 

Now, in response to the latter part of that question 

The Cuaimman (interposing). “Can they get housing any other 
way?” 

Mr. Cote. Well, Senator, that is a very broad question but I can 
answer it in this way: 1 am quite sure that there are many, many 
people in this Nation who are living in unsafe and unsanitary homes, 
who do not have sufficient income to pay an economic rent, or to buy 
a house. 

Now, I personally believe that there are people living in slums who 
do have that income, and can pay an economic rent, or buy a house. 
The problem is to get enough houses for all of the people. 

As we proceed year after year to develop slum clearance programs, 
rehabilitation programs to enforce overoccupancy codes, we do force 
out of these houses people with low incomes who are unable to obtain 
decent housing. Now, you either meet that problem, or you don't. 
Either you say, “Well, it is none of our affair, and somebody must 
look after it,” or else you do something about it. 

I have been quite a critic of some of the programs and policies of 
public housing. I personally feel that as the Federal Government 
proceeds with its program of slum clearance, rehabilitation, asking 
the cities to enforce their codes with respect to overoccupancy, and 
so forth, that there are some people who will be removed forcibly 
through these federally aided assistance programs, and, therefore, it 
seems to me there must be, at least for the present, a continuation of 
the public housing. 

The Cruatrman. Senator Frear’s fifth question is, How long can 
tenants stay in public housing? 

Mr. Cour. They can stay in public housing as long as their income 
is lower than that which is authorized for continued occupancy. 
That average income for 1952 was $2,000. That means, of course, in 
some localities 

The Cuarrman. How do you handle it if you have public housing in 
a city where there are only 1,000 public-housing units, and there are 
2.000 people with incomes of less than $2,000? Then how do you 
handle it? 

Mr. Core. The local authority selects between those people who are 
eligible, based upon their criteria. 
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The Cuatrman. That is, the local people do that, and you have 
nothing to do with it? 

Mr. Cotz. The Public Housing Administration—the Washington 
oflice—audits their criteria, but ‘they have nothing to do with the 
actual selection of the tenants. 

The Cuatrmsn. But the administration and the operation of these 
projects is in the hands of local people? 

Mr. Coz. Yes, sir. 

The Cuarmman. Senator Frear’s sixth question is: Do you have 
to build nothing but high rise buildings, institutionalized con- 
struction ¢ 

Mr. Coir. The answer is “No.” 

The Cuarrman. Do you know what it is? 

Mr. Core. Part of that is my own idea. 

The CHatrman. Let me read the question again: Do you have to 
build nothing but high rise buildings, institutionalized construction ¢ 

Mr. Core. Let me answer it in this way: In many of these cities, 
public-housing units are built in multifamily, 8, 10, 12, and 20 stories, 
I believe. 

The Cuarrman. Let me make it clear. I think what he means 
here is that they have to build high housing—I presume that is 
apartment buildings—and then must they be institutionalized. I 
guess he means by that, they must all look alike, look like a hospital 
ora factory, and why can’t they look like something to live in rather 
than an institution. 

Mr. Coxe. That is right. Both Mr. Slusser and I are aware of 
that program. We are also aware of the needs in the great cities 
where they must have high rise buildings in the downtown areas, but 
we look forward that a program in the less densely populated areas 
where we can encourage the construction of less inetitationalised 
appearing buildings. I think it is important to try and fit the com- 
munity pattern. 

The Cuarrman. Now, Mr. Follin, you have a statement ? 

Mr. Foti. Yes, sir. 

The Cuarrman. Is that the statement I hold in my hand? 

Mr. Four. Yes, sir. 

The Cuatrman. Go ahead. 

Mr. Fortin. Mr. Chairman and members of the committee, I am 
grateful for this opportunity to appear before you today to discuss 
br iefly certain aspects of S. 2938 pertaining to the urban renewal pro- 
gram as provided in title TV and section 701 of the bill. As you know, 
the Division of Slum Clearance and Urban Redevelopment has been 
administering the slum clearance and urban redevelopment program 
since July 15, 1949, under title I of the Housing Act of 1949, the basic 
legislation therefor. The bill which you are now considering pro- 
vides for substantial amendments to title I of the Housing Act of 1949 
for the purpose of expanding the scope of the Federal aid authorized 
thereunder in conformity with the President’s program. 

Status of existing title I program: Since its beginning in July 1949, 
the title I program has been gaining momentum. The lack of ade 
quate State enabling legislation has been substanti: ally remedied and 
at the present time approximately two-thirds of the States have en 
acted legislation authorizing local public agencies to undertake slum 
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clearance and urban redevelopment projects. The constitutionality 
of such enabling legislation has been upheld by most of the supreme 
courts to which the constitutional issues have been presented for 
adjudication. 

The enactment of such State legislation has been accompanied so 
an increase in the scope of the title I program. As of December 
1953, 211 localities in 30 States, and in Alaska, Hawaii, and Bo. 
Rico, and the District of Columbia, had made reservations of capital 
grant funds for slum clearance and urban redevelopment programs. 
Of these 211 localities, 166 have actually initiated by such date slum 
clearance and urban redevelopment projects with title I assistance. 
As of December 31, 1953, in these 166 communities, 60 projects had 
reached the land acquisition and development stages, 94 reached the 
final planning stages, and 105 were in the preliminary planning stages. 

Urban renewal programs better suited to needs of smaller com- 
munities: It is interesting to note that most of these 166 localities are 
in the higher population brackets and that comparatively few of them 
are in the lower population brackets. All but one of the 18 cities above 
500,000 and more than half of the 109 cities above 100,000 have initi- 
ated slum clearance and urban redevelopment projects with title I 
assistance. Of the 3,865 incorporated places in the continental United 
States with populations between 2,500 and 500,000 fewer than 150 
have initiated title I projects. 

It is, therefore, clear that the slum clearance and urban redevelop- 
ment type of program for which title I assistance is available is not 
the tvpe that a small city can readily engage in. The clearance of any 
sizable portion of a small community ‘would constitute a rather 
audacious undertaking. That accounts for the fact that very few of 
the smaller communities have initiated programs of the type for which 
Federal aid is presently available. 

The rehabilitation of deteriorating areas and spot clearance, as 
authorized in the bill, are better suited to the needs of the smaller 
communities and it is my expectation that with the enactment of the 
bill a higher percentage of the smaller communities will avail them- 
selves of the benefits provided under the bill. 

Urban renewal service: The urban renewal service which is author- 
ized under the provisions of the bill on page 73, beginning at line 23, 
of the bill. will involve the furnishing to communities of services to 
assist them in the preparation of the workable program and technical 
and professional assistance for planning and developing local urban 
renewal programs. The establishment of this urban renewal service 
will be particularly valuable to the smaller communities with limited 
staffs and resources. These services will be rendered only upon the 
request of the respective cities to assist them in their slum and blight 
elimination and prevention programs. 

No additional authorization of funds required: It is expected that 
the broadened program of Federal assistance authorized under the 
bill may. be initiated and carried out during the coming fiscal year 
without any increased authorization of loan or capital grant funds. 
Under the provisions of title I, loan funds of not to exc eed $1 billion 
outstanding at any one time and capital grant funds in a total amount 
not exceeding $500 million are authorized. As of December 31, 1953, 
approximately $74 million of loan funds were committed. 
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It. is estimated that by June 30, 1955, approximately $284 million of 
loan funds will have been committed. Hence, it is believed that the 
loan authorization in the existing legislation will be adequate for the 
present even under the broader urban renewal program. Moreover, 
it is likely that only a small portion of the loan commitments will 
actually result in loan payments. Under the provisions of the exist- 
ing law, local public agencies may pledge their rights under Federal 
loan contracts as security for short-term private loans. Through such 
procedure most of the loan funds for the projects will be provided 
through private financing and the amount of Federal loan funds 
actually disbursed will be materially reduced. 

In addition, by emphasizing resort to such private financing savings 
of hundreds of thousands of dolars in interest costs may be effected. 

With respect to capital grant funds as of December 31, 1953, $105 
million of capital grant funds were allocated for specific projects. 
It is estimated that as of June 30, 1955, a total of more than $235 
million of capital grant funds will have been definitely committed for 
slum clearance and urban renewal projects initiated under the 1949 
act. Hence, out of the total $500 million authorization for capital 
grants, approximately half will have been definitely committed by 
the end of fiscal year 1955. 

It is difficult to estimate, with any degree of accuracy, what the 
volume of activity under the new program may be. During the first 
year following the enactment of the new legislation, it is safe to assume 
that much preparatory work will have to be done by the local com- 
munities in studying their local situations, developing workable pro- 
grams, organizing their staffs and machinery, and otherwise in getting 
ready to undertake the broad-scale programs of the type contem- 
plated under the provisions of the bill. The demands upon us for 
funds will be largely confined in the first year to advances for plan- 
ning. 

Pending projects to be administered under existing title I provi- 
sions: The savings provision in section 412 of the bill makes it clear 
that pending projects will not have to be modified to conform to the 
new law and local public agencies need not be concerned about having 
new requirements under the bill imposed on projects which are under 
way when the bill is enacted. Thus, during the period required for 
a readjustment to the new program, local public agencies will be 
considerably occupied in completing the slum-clearance work under- 
taken before the enactment of the bill. 

Urban renewal operations within the framework of existing State 
legislation: It is believed that even though supplementary State en- 
abling legislation may be desirable or necessary, the existing State 
legislation will prove adequate to permit local public agencies to 
carry out urban renewal projects, although such projects may have 
to be limited in scope to conform to existing legal authorization. In 
general, the State enabling legislation which is presently in force 
authorizes redevelopment agencies, housing authorities, or other local 
agencies to undertake and carry out slum clearance and urban rede- 
velopment projects of the type for which Federal aid may be extended 
under the existing provisions of title I. 

Such State-enabling legislation does not generally vest in such 
redevelopment agencies or local authorities the powers to carry out 
urban renewal projects involving rehabilitation and conservation, in 
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addition to slum clearance and redevelopment, of the type for which 
Federal air may be provided under the bill. 

However, city governments are usually vested with adequate police 
powers and authorized to enact and enforce ordinances, codes, and 
other regulatory measures relating to housing and similar matters 
covered by the urban renewal legislation. Hence, the redevelopment 
agency—or housing authority—and the city together may have ade- 
quate powers under existing law to carry out urban renewal projects 
of the type for which Federal aid under the bill may be provided. 
It should be noted that the definition of “local public agency” on 
page 87, beginning at line 3, is being amended to provide that two 
or more governmental entities or public bodies authorized to under- 
take the project for which assistance is sought may be considered as 
a “local public agency” for Federal aid purposes. 

This amendment is intended to authorize contracts for Federal as- 
sistance with, for example, both a redevelopment agency and city for 
an urban renewal project. Thus, the slum clearance and redevelop- 
ment powers of the redevelopment agency may be combined with the 
police powers and other powers of the city government to consummate 
an urban renewal project of the type authorized under the bill. 

Needless to say, amendments of existing State laws so as to bring 
them in line with the requirements and provisions of the bill will 
facilitate the program and it is hoped that States will eventually enact 
the necessary amendatory legislation. 

However, until such time as such additional State legislation is 
enacted, means can be worked out to carry out urban renewal projects 
through special arrangements and new procedures, including tripartite 
agreements—or separate agreements—involving three parties, namely, 
the Federal Government, the city, and the redevelopment agency or 
housing authority. 

While communities legally will have to confine themselves only to 
such urban renewal activities authorized under State and local laws, 
generally, activities now authorized under such laws may include slum 
clearance and urban redevelopment activities—approximately two- 
thirds of the States have enabling legislation therefor—the provision 
of streets, utilities, and other necessary public improvements, plan- 
ning activities, police power activities involving the enactment and 
enforcement of codes and regulatory measures, including the enforce- 
ment of certain rehabilitation measures and the abatement of nui- 
sances, the promotion of voluntary rehabilitation, and probably cer- 
tain other activities for which express or implied authority may exist. 

Where cities have been vested with rather complete home-rule 
powers, such as cities in Ohio, the need for supplementary State legis- 
lation for urban renewal projects may not be as important. In gen- 
eral, however, it is my judgment that urban renewal projects, as least 
on a limited basis, can be undertaken and carried out in most States 
without additional legislation, but the enactment of additional State 
legislation is necesasry and desirable to facilitate carrying out urban 
renewal programs of the broad type contemplated under the pro- 
visions of the bill. 

Timing of urban renewal legislation is appropriate: I believe that 
the enactment of the bill at this time will coincide with a general na- 
tional recognition of the need for an effective urban renewal program 
in our cities to end the extravagance and menace of urban decay. 
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The climate of opinion appears to be more favorable disposed toward 
urban renewal than at any other time in our history. 

The enactment of legislation for an urban renewal program is in 
tune with a growing interest and determination among the people 
throughout the land to take remedial action both with respect to the 
causes of slums and blight and the effects thereof. This growing 
interest has in large measure been aroused and fostered by industry 
groups. Ciciv organizations and many other groups now are in the 
forefront waging the battle to save our cities by urging broad-scale 
integrated campaigns for slum and blight elimination and prevention. 
With the help of these various groups and with such a ground swell 
of interest and enthusiasm, our local communities are in a stronger 
position now than they ever have been to carry out successful urban 
renewal programs with the aid of the Federal Government as pro- 
vided in the bill. 

In summary, Mr. Chairman, this program of slum clearance and 
urban redevelopment has gained considerable momentum. There are 
now 211 localities which are participating in it. I will give you, in 
a few moments, the condition of the funds, the authorization. I want 
to analyze briefly the participation. All but 1 of the 18 cities above 
500,000 population are participating, and more than half of the 108 
cities above 100,000 population. But in the 3,865 incorporated places, 
between 2,500 and 5,000, only 150 are participating. 

I think that indicates, sir, that the program as now constituted 
is not too well geared to the small town, and I would like to say, in 
my opinion, the new program proposed, which includes rehabilitation 
as well as slum clearance, will be geared to the small town. I think 
that is a big advantage of the new bill, sir, if I may say so. 

The Cuamman. This idea of rehabilitating these old houses will 
work, in my opinion, easier—I was going to say “better” but I won’t say 
“better,” I will say “easier”—in the small town than in the big town. 

Mr. Fouiary. That is right, sir. 

The Cuarrman. There are a lot of towns I know about from 5,000 
and up to 25,000, where you could rehabilitate almost every home in 
the town. 

Mr. Foti. That is right, sir. You will appreciate that clearing 
1 or 2 or 3 blocks in a small town is a pretty ambitious undertaking. 
Whereas, if you could go and take a half dozen blocks, pull our several 
buildings or pockets that are bad and rehabilitate the rest, you will 
do a real service. 

The Cuarrman. Do you know of a couple of cities nearby that 
have this program working where we could take the committee and 
actually see exactly what has happened ? 

Mr. Rexam. Yes, sir, Baltimore is No.1. They have a project that 
has been redeveloped to the point where the new housing has been 
built on the site and you can see it. In Washington, of course, they 
are starting to demolish. Philadelphia is another good place. 

The Cuarrman. How about a smaller town. 

Mr. Fouuin. A small town near here—Norfolk, I guess you wouldn’t 
consider a small town—there isn’t a small town right close to Wash- 
mee but we can find re one if you want to go a little farther away. 

he CuarrMan. Will you proceed. . 

Mr. Foti. Now, on the matter of funds, the title I at present au- 

thorizes $500 million in grants, and $1 billion in repayable loans. So 
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far, the 1952 projects which have been put under loan and grant con- 
tract call for about $105 million of the $500 million authorization for 
grants, and other projects which are in the pipeline and that are 
getting ready very soon for grants will absorb approximately another 
$150 million of grants, leaving clear at least a quarter of a billion or 
$250 million. 

On the grant side, so far, only $74 million is actually committed 
and much of that, of course, has not been issued in Federal grants 
because they have taken the pledge of the Federal loan and borrowed 
the money outside at a lower interest rate, thereby reducing the cost 
of the project and reducing the Federal grant, incidentally. So there 
is plenty of grant money left and plenty. of loan money, we think for 
the present, and no additional authorization need be asked for at this 
time. 

Mr. Corz. The President has said if this money is not sufficient 
he would not hesitate to ask for more, but we think for the present 
time it is. 

The Cuarrman. I have noticed they don’t hesitate to ask for more. 
That has been the record for the last 25 years. 

Mr. Four. I think Mr. Cole has made clear, Mr. Chairman, the 
fact that present projects can be carried under present laws without 
any change. In other words, the changes in this Federal law will not 
interfere ‘with any project now underway or any project which is in 
the pipeline. 

Furthermore, we are of the opinion that broadened projects as pro- 
posed under the bill can be carried on in most localities without much 
additional State legislation. Perhaps not every detail of a broad pro- 
gram can be done, but quite generally it can be done. It may be that 
the redevelopment agency, or the housing agency, or the other local 
public agency which is handling the project may not, itself, have the 
authority under the State law, or its particular foundation, to handle 
all details of the project, but the city, itself, of course, has police powers 
and othér authorities under other laws which we believe will enable 
them generally to broaden the project, even at the present time. How- 
ever, it probably will be both desirable and necessary that there be 
State legislation in some States at least, to be sure that the projects can 
be carried on, in the broadest possible way. 

Just one other thing I would like to add: I think the time of the 
broadening of this program is most propitious. There is, at this time, 
a great interest, as you know, in the industry itself in improving hous- 
ing. The real-estate boards, the home builders, the architects, the 
material people and others have all at this time gone on record as 
favoring the rehabilitation of our existing housing inventory, and they 
have definite promotional programs under way which will do much 
to spread the gospel to the point where we probably shall have to do 
over a limited amount under the Urban Renewal Service, which is pro- 
vided for. 

I think there is a real ground swell of interest in national and local 
communities in this whole proposition, and therefore broadening our 
program at this time will provide the help that will be needed to make 
much of that local effort effective. After all, this is a local program 
with only the Federal Government standing by with funds, if needed, 
to help those who help themselves. 
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Now, Mr. Chairman, I think that sums up the statement I have 
made. 

I did have some information here which would supply an answer 
to the question that Senator Douglas raised the other day as to the 
amount of public housing which has been built in these redevelopment 
projects, and also as to ‘the eligibility of the displaced families for 

public housing. Since the Senator is not here to interrogate me fur- 
Shae I wonder if you would prefer our filing a statement to go in the 
record at this point. 

The Cuarrman. I think you could just as well file it and place it in 
the record. 

Mr. Foun. We will prepare that and add it in the record. (See 
pp. 90-92, 100.) 

Mr. Coir. Senator, we are through with that. 

The CrarrmMan. Since I have been away in the last couple days, let 
me ask if we are about finished with the Government witnesses. 

Mr. Corr. The last I have is this assistance for research of planned 
public works. Mr. John C. Hazeltine, the Commissioner, is here and 
I want to introduce him. 

The CuatrMan. We are glad to see you, Mr. Hazeltine. Everybody 
you do business with seems to approve of what you do. 

Mr. Cote. The bill would also carry out the President’s recommen- 
dations contained in his budget message and in his economic report 
with respect to Federal assistance to States and communities for the 
advance planning of State and local public works, 

The advance planning of such publie works has long been recog- 
nized as a valuable tool in establishing and maintaining a v high level of 
operation in the construction industry which is an important factor 
in the maintenance of a healthy national economy. <A substantial vol- 
ume of planned State and local public works could be very useful in 
helping to stabilize the construction industry, and, in turn, economic 


. activity in general. 


It is, in my judgment, a sensible and economical form of insurance 
which will enable the states and their local public bodies to proceed 
promptly to expand the volume of the construction of worthwhile pub- 
lic works in the event that economic conditions should, at any time, 
make such action desirable. 

These provisions of the bill are somewhat similar to the former ad- 
vance planning laws, but, dollarwise, are on a more modest scale, since 
the funds authorized would be limited to $10 million. In order to 
achieve the maximum benefit from such funds, we expect to confine, 
to the greatest extent possible, the use of the Federal advances to the 
preparation of preliminary plans for specific public works in lieu of 
fully completed plans. 

Obsolescence of plans will be materially reduced by emphasis on pre- 
liminary planning and completion of detailed planning at the time of 
construction, This should be an important factor in recovery of ad- 
vances. Also, by this procedure, it is estimated that preliminary 
plans for 2,200 public works projects, with an average estimated con- 
struction cost of $300,000 each, can be provided with the $10 million. 
It is estimated roughly that construction costs of the 2,200 projects 
should amount to approximately $660 million. The average Federal 
advance per project would be some $4,500, or about 28 percent of the 
average cost of obtaining fully completed plans under the second ad- 





238 HOUSING. ACT OF 1954 


vance planning program undertaken by the Federal Government of 
1949. 

There are two particular features of these provisions of the bill 
which I wish to emphasize. The first is that the Federal funds are in 
no sense outright gifts, as is true in the case of grant-in-aid legislation. 
These advances become fully repayable when the sponsors of the proj- 
ects commence the construction of the public works contemplated by 
such planning. 

Accordingly, the program which would be authorized by this bill 
is in the general nature of a self-liquidating program, with overall 
benefits of an additional value which naturally accrue to the commu- 
nities in particular and the nation as a whole from the provision of 
sound and useful public works. The second is that full control over 
the selection of each proposed public works project is at the State 
and local levels, since no advance can be made for any project unless 
the project conforms to an overall State, local, or regional plan ap- 
proved by a competent State, local, or regional : authority. 

The operations of our agency having ‘to do with two earlier advance 
planning programs authorized by the Congress are carried out under 
the supervision of Mr. John Hazeltine, my new Commissioner of 
Community Facilities. He is here with me today and I would like 
you to meet him and get acquainted with him. 

I have been advised by the Bureau of the Budget that there is no 
objection to the presentation of this statement for the consideration 
of your commitee, and that the enactment of the bill would be in 
accord with the program of the President. 

The Cuarrman. We have a bill in regard to community facilities— 


where is that ape of legislation ¢ 


Mr. Coxe. 
I believe. 

The Cuarrman. Senator Douglas or Senator Sparkman ? 

Mr. Coxe. Well, it is either Senator Douglas or Senator Sparkman, 
1 am not sure. 

The Cuarrman. What happened was that, under the law, the RFC 
was administering it, were they not? 

Mr. Cote. Well, under the law, an authorization was enacted pro- 
viding for loans to municipalities. That does not, however, meet 
quite ‘the same objective as provided for in the community facilities 
program under Public Law 139. 

The Cuarrman. When we passed a law liquidating RFC we di- 
rected the President to assign that specific duty to someone else, and 
T understand he hasn’t done it. Is that correct? 

Mr. Frrzparrick. Senator, the authorization to appropriate $25 
million was enacted but no funds were appropriated, I assume that 
probably the reason nobody has been designated is that no money 
is available for loans at present. 

The Cuarrman. No money was ever requested. It would be hard 
to get the Appropriations Committee to appropriate if nobody re- 
quests. I think we are interested in seeing that the President appoint 
some agency to handle this matter, and also that an appropriation 
is made for this purpose. 

Mr. Frrzparricx. Senator, also there is a very major distinction 
between that program and the advance planning program author- 


‘ou have legislation introduced by Senator Douglas, 
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ized by this bill. Those public agency loans—the old RFC program-- 
are loans for actual construction. 

The Cuatrman. These community facilities that we are talking 
about had to do with where there was a war effort or the atomic 
energy plants and so forth. 

Mr. Cote. Under the present program. 

The CHarrmMan. Under the present program, that is right. 

I hold in my hand a chart entitled “Projects Eligible for Considera- 
tion Under Public Law 138, 82d Congress, as Amended.” 

I understand these are cities having projects that they would like 
to get some help for under this title, title III. Last year our com- 
mittee continued title III and as I understand it, there is a remaining 
authorization of about $50 million available. The Bureau of the 
Budget did not recommend any appropriation for this program 
last year. We have received a number of communications from other 
Senators’ offices and from some communities around the United States 
urgently requesting some action in connection with this program. J] 
am hopeful that the Appropriations Committee will take some action 
in connection with this authorization that we continued last year. 

Senator Maybank introduced a bill which would designate the Small 
Business Administration as administrator of the $25 million author- 
ization that we passed last year. The President, I understand, never 
designated the agency to handle this program and I also understand 
that there was no appropriation made for it. It seems to me that 
in one form or another, we ought to provide some means whereby 
local communities, especially defense-impact areas, could have some 
means of getting funds to meet their urgent community facility 
problems. 


If there is no objection, I think I shall have this printed in the 
record at this point. 
(The document referred to follows :) 
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The Cuarrnman. Is there anything further to go into the record, 
now, from the Government’s standpoint? Does anyone in the audi- 
ence have anything to say? We are about to close up the Govern- 
ment’s witnesses on this matter. I suspect. they will be back, though, 
before we get through. This is a vast, complicated subject we are 
dealing with. It is very far-reaching too. 

We will meet again at 10 o’clock, Monday. 

I think we shall try to finish up the hearings within the next 2 
weeks. We do not mean that we are going to shut anybody off. If 
we can’t do it in 2 weeks, we will take 3. 

Senator Frear just arrived. 

I asked your six questions. 

Senator Frear. That is fine, sir. 

The CuamrMan. We got very intelligent answers. 

Senator Frear. I am sure you did. 

The Cuatmman. Do you have anything else? 

Senator Frear. I have nothing further, Mr. Chairman. 

The Cuarmrman. We are just about to close with the Government 
witnesses here, and will start in Monday with the non-Government 
witnesses. 

If there isn’t some good reason why we shouldn’t stand in recess, 
we will do so until 10 o’clock on Monday morning. 

(Whereupon at 11:45 a. m., the committee recessed to reconvene at 
10 a. m., Monday, March 15, 1954.) 
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MONDAY, MARCH 15, 1954 


Unirep StraTEs SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:10 a. m., Senator Homer E. Capehart (chairman) 
presiding. 

Present: Senators Capehart, Payne, Maybank, and Frear. 

The CuatrMan. The committee will come to order. 

Our first witness is Mr. Mason, of the United States Chamber of 
Commerce. Mr. Mason. 


STATEMENT OF NORMAN P. MASON, UNITED STATES CHAMBER 
OF COMMERCE 


Mr. Mason. Good morning, Senator. 

The CuatrmMan. You have a prepared statement ? 

Mr. Mason. I have, sir. 

The Cuarrman. Do you want to read it, or just put it in the record 
and talk about it? Whatever your pleasure is. 

Mr. —— Well, with the size of the committee, 1 would be very 


ha 

TRY Guam CuairmMaN. Being the author of the bill, I am pretty much for 
it anyway. 

Mr. Mason. Yes, sir. 

The Cuatrman. Unless you have some things you don’t like about 
it. If you have, we will talk about it. Whatever your pleasure is. 
You proceed in any way you care to. 

Mr. Mason. The chamber is very much in favor of this legislation. 
There are some things that we think could be omitted from the legis- 
lation without hurting it. 

One of these is this provision which permits the President to set 
the rates. 

The Cuatrman. You are going to talk extemporaneously ¢ 

Mr. Mason. Yes, sir. 

The CHairman. Without objection, Mr. Mason’s prepared state- 
ment will be printed in the record at this point, and whatever you say 
will likewise be printed. 

(Mr. Mason’s prepared statement follows :) 


STATEMENT OF NORMAN P. MASON, CHAMBER OF COMMERCE OF THE UNITED STATES 


My name is Norman P. Mason. My home is in Chelmsford, Mass., where I am 
engaged in the building material business. I am chairman of the construction 
and civil development department committee of the United States. Chamber of 
Commerce and Z am testifying on behalf of the chamber in respect to the Housing 
Act of 1954, S. 2938. 
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The Chamber of Commerce of the United States is in hearty accord with the 
aims of this legislation. We believe it is good legislation because it expresses 
renewed faith in and increases reliance on a free competitive economy to bring 
about a constant improvement in the living standards of our people. 

We wish to make a plea for greater dependence on a free market economy 
which, as we understand it, is the primary aim of this administration and its 
legislative program. We believe that this dependence on the free market econ- 
omy is justiiied by performance. In the short time since the end of World War II 
and despite the difficulties created by the Korean war, the industry built over 
S$ million new housing units and added several million more by converting exist- 
ing dwellings. besides this it has very markedly improved the condition of 
existing housing through the expenditure of billions of dollars on repair and 
modernization. All this constitutes a giant step toward the goal of providing 
every American family with a decent home. 

The national chamber has worked for many years to encourage the elimination 
of slums and the restoration of blighted urban areas to economic and social 
usefulness. While we had reservations about the urban redevelopment program 
established in the Housing Act of 1949, believing it to be too limited and too 
costly, the pending legislation promises to remove these defects. 

This legislation places a definite responsibility on the locality to put its own 
house in order with ordinances and enforcement of these ordinances to assure 
the proper maintenance of housing and to prevent its overcrowding, before that 
community can go to the Federal Government for assistance. It lets the Federal 
Government help in such a way as to encourage the conservation of sound struc- 
tures. It helps to retard the decline of existing neighborhoods and to eliminate 
the causes of blight before it becomes necessary to do a wholesale clearance 
eperation. Because of these desirable features, the provisions of title 1V of the 
bill are strongly supported by the chamber and we urge their enactment. 

A very important provision of the proposed legislation, which the chamber 
endorses, is that for a flexible interest rate to be regulated by the Persident from 
time to time so that FHA and VA mortgages will draw adequate funds to the 
building market. While we felt that the suggestion of the President's Advisory 
Committee that a board of five meeting at frequent intervals would have been 
a more workable way to have handled this adjustment, we believe that this pro- 
posal can be operated so that there is no arbitrary restriction on the normal flow 
of funds to this field. Certainly the ordinary American citizen is better served by 
a realistic interest rate which brings an adequate amount of lendable funds into 
the market rather than by a low fixed interest rate but no funds to borrow. 

There are two features of the bill which in our judgment will make home- 
ownership easier for the great majority of people. One would replace the exist- 
ing variety of systems of loans to value relations for FHA-insured mortgages 
with a single system of loan-to-value ratios of not to exceed 95 percent of $8,000 
value and 75 percent of the value in excess of that amount. The other feature 
would increase the maximum mortgage which may be insured by FHA from the 
present $16,000 for 1- or 2-family residence to $20,000 with corresponding in- 
creases for 3- and 4-family houses. 

The raising of the top dollar limits for insured mortgages make a partial 
adjustment to restore FHA to the broad coverage of the market that it had in its 
beginning, It does this by providing an even schedule of loan ratios and avoid 
ing a sharp increase in the downpayment requirements at a mortgage amount 
of about $12,000 as is now the case. The legislation removes an artificial barrier 
that has caused builders to build to meet an arbitrary formula rather than to 
seek out and serve the actual demand that may exist at the time. We believe 
it is best to have the wishes of our citizens, rather than a Federal official, de 
termine the direction of production. 

The proposal to provide the same mortgage insurance terms for new and 
existing construction is in keeping with the original idea of FHA as an accessory 
to the whole home-mortgage market. It was not for several years after the 
creation of FHA that provisions specially favoring new construction were in 
troduced. Whatever justification there may have been for doing this at the 
time no longer exists. Under present day conditions we must recognize the 
desirability of favoring terms for financing existing homes not only as a means 
for encouraging maintenance of such property in good condition, but also as a 
means of stimulating new building. More and more the sale of a new home 
will depend upon the ability of the new home buyer to make a satisfactory sale 
of his old home The proposed amendment would be very helpful in this 
direction. 
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We commend the recognition given in the bill to the importance of maintain- 
ing and improving the value of existing dwellings. Particularly noteworthy are 
the increase in loan limits and maturities for the insurance of modernization 
and repair loans and the provisions which would enable an FHA mortgagor to 
vet the benefits of the so-called “open end” feature. He could obtain a loan for 
the improvement or alteration of his home by adding the amount of the loan 
to his existing mortgage without the necessity and costs of executing a new 
mortgage. In addition there is a provision which would make FHA insurance 
under certain safeguards available for both old and new residences located in 
rundown or blighted areas. 

These provisions should be of immeasurable benefit in conserving the largest 
single element in our national wealth—our housing. They should help to im- 
prove housing conditions generally, and they should be of especial help in 
increasing the supply of substantial, comfortable, modern housing for families 
with low incomes. 

We commend the simplification of the FHA statute by the elimination of 
provisions that either have no proven usefulness or have outlived their use- 
fulness. We applaud those provisions eliminating differences in terms on the 
debentures offered in payment of the insurance and in allowances of forecJosure 
costs applicable to the several sections and subsections of the act. 

Over the years FHA has been so laden with special-purpose functions and 
special-mortgage patterns designed to meet some assumed need or some current 
emergency that today it is difficult to count the number of possible ways of 
making an FHA mortgage. The effort to return to one general pattern for 
insuring loans on single-family houses and one for multifamily and cooperative 
structures should result in savings both to FHA and its users. 

We also indorse the idea of setting up a secondary mortgage market and 
doing away with the present Federal National Mortgage Association. This new 
facility is really needed to help the rank and. file of American citizens living in 
the fast-growing areas such as in the West and Southwest and those living in 
hundreds of average American small towns and cities which have no source of 
mortgage capital. To them such a secondary mortgage market spells the differ 
ence between their ability to have or not to have the house they desire and need 
We in the Chamber with our many grassroots contacts are especially aware of 
this need of our average American citizens. In the past many of the aids which 
have been extended by the Federal Government have been to help the mass 
builder to serve the needs in our large urban communities. Now we need this 
new facility to help those in our smaller cities and towns. 

We hope that with this in mind you will review carefully the recommended 
legislation on the secondary market and make it even more workable for these 
average people. I refer to the fixed nonrefundable charge of 3 percent which 
must be borne by all regular borrowers. We believe that the proposal of the 
President's committee which makes this refundable when the mortgage has been 
sold by the marketing organization is more equitable. 

We are disturbed at the idea of asking a sound business organization, such as 
this secondary market facility ought to be, to furnish funds for an experiment 
in mortgage lending which appears to us to be unsound. I refer to the 40-year, 
no downpayment, FHA-insured loan’s proposal in the legislation. We do not be 
lieve that it is good practice to ask an institution to run itself on sound lines so 
that it may finance its need through borrowing from the public and then ask 
this some institution to take Government funds and make them available for 
questionable risks. The idea of the sound secondary mortgage market which 
is the essence of the proposed legislation could work to the advantage of millions 
of our citizens and we endorse this. 

What I have described comprises, we believe, a practicable housing program, 
one with attainable objectives. It is one that does not promise more than it can 
deliver but promises, nevertheless, a rapid and comprehensive upgrading and 
enlargement of the whole housing supply. 

It appears to us that the extension of authority to the President to vary the 
loan to value ratios and maturities on FHA and VA loans is a provision which 
could be eliminated from the legislation without loss. It seems to us that this 
proposal would provide for a form of direct and selective credit control on the 
FHA, VA sector of the mortgage market which would keep that market in a state 
of constant uncertainty and would permit its manipulation to serve a wide range 
of political and social purnoses that might be quite unrelated to the actual need 
for housing on the part of our average American citizens. We believe that the 
maximum limits on these loans should be directly controlled only by statute and 
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that dependence can be placed on general monetary actions to regulate the flow of 
funds. Credit and price controls are not popular with our American citizens 
and we do not think they should be used except in wartime. 

So far as the 40-year FHA-insured loans are concerned we want to remind 
you that the liberalized provisions of the regular FHA-insured loans which we 
have endorsed should have an opportunity to be tried out before any such radical 
departure as this is called for. We feel sure that with the other changes pro- 
posed in section 208 loans that this special type of loan will not be needed. This 
special type of loan calls for a great deal of Federal programing, Federal super- 
vision, and general Federal meddling which is unnecessary and undesirable. 

Assuming the continuance of the same rate of progress we have had, the goal 
of good housing for all citizens, which heretofore has never been reached in any 
country of the world, is within our grasp. The provisions of the pending legis- 
lation that the national chamber is endorsing should greatly help to speed up 
and make sure the accomplishment of this goal. The question before you gentle- 
men is which methods will prove quickest and most effective, and which ones 
will contribute most to the stability of our American economy. The continued 
addition of a million or more privately built and financed new houses a year 
combined with a vigorous program of upgrading the quality of the existing 
housing and removing housing that no longer can be economically maintained in 
good condition is the best method of doing this job. Any other method can have 
no more than a token effect at best. 

The Cuarrman. You may proceed. 

Mr. Mason. Sir, one of the things the chamber feels could be omit- 
ted from the bill without harming it is the provision which gives the 
President the power to set the maturities and the down payments on 
FHA and VA loans, and we do that because we believe that the free, 
private enterprise of our couritry will arrange for that setting; that 
our banks won’t loan beyond what they believe is a sound loan, and 
we believe they should have that privilege, and that will vary. 

The Cuarmman. The bill, as written, gives the President the right 
to set the terms in the downpayment and the interest rate. 

Mr. Mason. That is correct; yes, sir. 

The Cuarrman. You think Congress ought to specify that in the 
law ? 

Mr. Mason. I do, sir. 

The Cuarrman. And the President should have no discretion what- 
soever ? 

Mr. Mason. I believe that is the proper way to do it. 

The Cuarrman. Terms, downpayment, and interest rate? 

Mr. Mason. I believe it should be done by statute, by the Congress, 
and then let the—— : 

The Cratrman. As it is now, as this proposed law is written, it 
gives the President the right to change them from day to day if he 
wanted to. 

Mr. Mason. That is right. I believe that this provision for the 
changing interest rate is a proper one, however. In other words, I 
like a flexible interest rate. 

The Cuarrman. You like a flexible interest rate, but not a flexible 
downpayment or yearly payments? 

Mr. Mason. That is right. 

One of the other things that we are a little disturbed about is the 
secondary mortgage market. We believe that the secondary mortgage 
market is very important to the ordinary people of this country. 

Around the country, for the past few years, the aids that Congress 
has given through FHA have been to help the builders in the large 
areas—and I think that was proper. That was where the bulk of our 
problem was, in those large areas. But now, for the next few years, 
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we have a lot of people in our smaller rural communities that ‘eed 
help, and we have, besides that, people in large, fast-growing areas 
out West, and in the Southwest, that need help, and a good secondary 
mortgage market would do that without upsetting the competition of 
this country at all. 

The CHairman. Then you are in favor of the secondary mortgage ? 

Mr. Mason. I am in favor of the market, but not the one that is 
written in the bill, because the way it is written in the legislation, this 
3 percent nonrefundable charge, besides the ordinary charge of doing 
business—which is quite proper—but the 3 percent nonrefundable 
charge, where the bank which sells the loan has to invest 3 percent in 
the stock of a corporation which it can’t market for a long, long while, 
just means to me that the bank won’t take advantage of it, unless it is 
a very serious situation. And that will deprive these people in—well, 
[ have a friend in Bluefield, W. Va., for instance, who can’t build 
houses because he can’t market the mortgage loans. And I have 
another friend down in Mr. Goldwater’s area in Arizona. He writes 
me that they get money enough in Phoenix, but in these smaller towns 
around, they just don’t have funds to loan there, because there is no 
place where these smaller banks can market their securities. 

The CHarrman. Do you like that feature of the secondary mortgage 
where the President can call upon the Treasury of the United States 
for money to buy these mortgages direct ? 

Mr. Mason. No, sir; Ido not. You are talking about the Govern- 
ment purchase of the proposed 40-year, no down payment mortgages. 
I can make it very positive that it is my viewpoint, and the viewpoint 
of the chamber, that with the other parts of the bill which provide 
for insured mortgages for 30-year, 95 percent up to a certain limit, 
and then 75 percent from there on, that we have no need for that 40- 
year mortgage, even in these areas where it is thought that it might 
be effective. 

As you know, the 40-year mortgage, is only proposed for relocation 
of people, and we believe that that can be done without that, and we 
don’t believe that a mortgage of that kind is a really good vehicle. 
It creates some wrong impressions in the minds of the public. 

The CuatrMan. Well, your point is that you don’t think the banks 
or the mortgage people will buy such mortgages? You don’t think 
there is a market for them ? 

Mr. Mason. I have been told by bankers that they would buy them 
with a guaranty. 

The CHarrMan. They would buy them with the Government’s 
guaranty ? 

Mr. Mason. Yes, sir. But my contention is that I believe that this 
administration of ours is interested in putting some of the work of 
running of this country back on private business, and not being 
paternalistic about it, and I believe that we can do that without 
the need of having that under the statutes 

The CuarrMan. Well, the purpose of the 40-year or 50-year loan 
is to get away from public housing. 

Mr. Mason. That is correct, sir. 

The CuHAtrMAN. On the theory that if we are going to spend a 
billion dollars for public housing, we maybe should spend a billion 
dollars for individual houses or doubles. Give these people a very, 
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very long opportunity to pay for them with, say, nothing down, on 
the theory that two-thirds of them might pay ‘for them, and your 

public housing might only cost $300 million instead of a billion dollars. 
Th hat is the purpose. 

Mr. Mason. That is the purpose; yes, sir. 

The CuarrmMan. The purpose of it is a substitute for public housing. 
If you will always keep that in mind, then you will & keeping the 
record straight. 

Mr. Mason. That is correct. 

The Cuairman. That is the purpose of it, a substitute for public 
housing. 

Now, the question is: Will it work; is it better than public housing ; 
do we want to try some kind of a substitute for public housing? That 
is the point. 

Would you rather, let’s say, have a million units in the United States 
where people were living and were at least trying to pay for them 
and making some payments, and have some degree of pride in owner- 
ship, even though they were unable to pay for them in the end, than 
you would to have a million people live in so-called public apartment 
housing that 10 years from now will be slums? 

Mr. Mason. i think the position of the chamber is probably well 
known to this committee—that we are unalterably opposed to public 
housing-—but we did feel that with a 5-percent downpayment and 
a 30-year maturity, that the difference was so small between that 
and the 40-year proposed mortgage, that we would rather try the 
30-year mortgage first, and see if it did not do the job—— 

The CuarrMan. Of course, the question in my mind is: Is it prac- 
tical and will it work? Will the banks buy the mortgages, or will 
the Government have to buy them, or furnish the money ? 

Mr. Mason. Certainly, they will buy the well-established section 
203 FHA mortgages. They have demonstrated they will do that. 
And I am sure they will continue to do so. So our contention is that 
we should try the liberalized section 203 FHA mortgages as a means 
of counteracting public housing first, instead of going to this other 
40-year-mortgage proposition which requires programing 

The Cuaman. What do section 203 FHA mortgages do that is 
better than this 40-year-mortgage plan? 

Mr. Mason. It is not quite so liberal. It provides for a 5-percent 
downpayment for the first $8,000, and 75 percent beyond that. The 
$8,000, of course, takes care of everything that the 40-year-mortgage 
proposition would take care of. 

So the difference is not very great. It is the difference between $200 
and $300, perhaps. 

The Cnatrman. Well, always keep in mind the only reason that no 
downpayment and long terms have been recommended or talked about, 
or even 95 percent, with longer terms, is to get away from public 
housing. To get people into ownership of their own houses and get 
them into the suburbs, rather than jammed up all together in a big 
building that goes way up inthe air. And those public-housing settle- 
ments, in 10 years, will be slums. 

Mr. Mason. Crowding is what makes slums. 

The Cuarrman. Yes, crowding and smoke and dirt. And I will 
talk to you about the smoke in a minute. That is what makes slums. 
That is what we are trying to do, and that is the purpose of it. 
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I wish we could get more discussion of it in our hearings from this 
time on. I wish more people would get. excited about this legislation 
and come in here and start fighting. The thing that frightens me, 
frankly, about this legislation is the lack of interest in it, either for or 
against it. Nobody is very enthusiastic about it. Are you just taking 
it for granted we are going to put it through? 

Mr. Mason. I have been working on this proposition myself since 
about the 1st of October, almost entirely all the time. I worked on 
the President’s Advisory Committee, and I am enthusiastic about this 


‘proposed legislation. 


I am enthusiastic about it from another angle. The chamber people 
around the country see these folks at our grassroots in the small towns. 
They see the young couples coming on who don’t have a lot of money 
acquired, and they don’t have a big deposit ready to put on a house, 
and this type of legislation permits the insuring of mortgages so that 
banks can make the loans to these people. That it is a private enter- 
prise approach with our FHA completely now paid off—they don’t 
have any more Federal funds; a contingent liability some of their 
obligation, the ones they are giving are when a mortgage goes into 
default. But that is the Federal Government’s only stake in FHA at 
the present time. 

The Cuarrman. The only thing hasn’t been paid off. 

Mr. Mason. That is right. 

The Cuatrman. But the Federal Government is still guaranteeing 
these mortgages. 

Mr. Mason. That is right. 

The CuarrMan, It runs into billions and billions of dollars. 

Mr. Mason. There is a reserve, of course. 

The Cuarrman. It is not very big. It is about 

Mr. Mason. Less than 3 percent. 

The Caiman. It would be under 3 percent, wouldn’t it, of $30 
billion? If it was $10 billion, $300 million would be 3 percent. It 
is about 114 percent. 

We are looking for help, and we are looking for constructive criti- 
cism, and we want to know what is wrong with this legislation, what 
you gentlemen think about it, if you think it will work. If not, what 
you think may work. We would like to get some good arguments 
started around here. We can’t seem to get anybody to argue. 

Mr. Mason. We are all for it, sir. 

The Cuarrman. We want somebody to come in here and be 100 
percent against it, so they can bring out the best in it. 

Mr. Mason. Mr. Capehart, the last time I appeared before your 
committee—you were not the chairman then 

The Cuarrman. My good friend here was the chairman. 

Mr. Mason. The chamber was accused always of being against 
things, and now we are for the bill. 

The Cuarrman. I don’t think you ought to be necessarily for some- 
thing because you have a new administration or against it because 
we have a new administration. 

Mr. Mason. We are for this because we think it is for the best inter- 
ests of America, sir. 

The Cratrman. It is the most liberal piece of housing legislation 
ever introduced, either by a Democrat or a Republican. — 
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Mr. Mason. I agree with that. 

The Cnarrman. It is much more liberal than anything else that 
has been offered. 

Mr. Mason. But it does place reliance on private enterprise, too. 

The Cuatrman. Yes. 

Senator Payne. I wonder if I might ask a question. Did you hap- 
pen to read, Mr. Mason, the article that appeared in the Washington 
Post of yesterday ¢ 

Mr. Mason. I did not. I was not in town. 

Senator Payne. I would commend it to you for reading. It has to 
do with an area of this very community, the ( ‘apital of the Nation, 
with regard to the type of housing situation that is confronting a great 
many people who unfortunate ly, because of this status, apparently 
from an economic standpoint, live in what I would call about as bad 
a slum situation as possibly could exist anywhere. 

My question is, what are we going to do about that sort of a situa- 
tion’ They are human beings, and they don’t, apparently, have the 
economic status where they can enter into housing such as we are 
talking about. But they have to be taken care of, and it is a disgrace, 
I think, for that sort of a thing to be existing right in the shadow of 
the Nation’s Capitol, when we are talking about a program nation- 
wide. 

Mr. Mason. I agree with the fact that it is a disgrace to have slums. 
The reason we have slums is that we have not, up to now, approached 
the matter of slum clearance in a realistic manner. We have ap- 
proached it in an idealistic manner, and have gone in and wherever we 
cleared a slum we have cr ated two new ones, by just not doing 
anything about the cause of the slum, but simply eradicating the 
physic al characteristics of it. What we have to do to get rid of slums 
is to get better enforcement of our laws and ordinances, so that we will 
do away with overcrowding. 

As you know probably, those of us who have really given some time 
to this matter, feel that probably overcrowding is one of the real causes 
of slum formation. And we have, in almost every city, ordinances 
which would not permit overcrowding, but they aren’t enforced for 
one reason or another. We have health and safety regulations which 
should be enforced to do away with slums—the dumping of garbage 
in the streets and open privies and rat infestations and that sort of 
thing, which are all illegal. But they go on, because those regulations 
are not enforced. 

The Cuarrman. Slums area local problem. 

Mr. Mason. Yes, the slum needs to be cleared by action of the 
enforcement people at the local levels, and this legislation provides that 
ao a city has demonstrated that it is going to do something about 

‘adicating the causes of slums, then they can come to the Federal 
Goverment for help. 

Senator Payne. Where are these people going to go? 

Mr. Mason. Sir, in ev ery one of our American cities, there is an 
increasing number of decent older houses, which can provide a good 
part of the answer. It has been done in some areas. Detroit is one 
where we had a relocation problem, and that was worked out through 
finding quarters that avedy existed. 

Senator Payne. In other words, you would say here in the Nation’s 
Capital it was up to the local authorities? 
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Mr. Mason. Yes, sir. 

Senator Payne. Well, the Congress of the United States happens 
to have the only author ity because the people in this community have 
no vote in their own right. They have no local government, they 
have no right or no method by which they can even set forth their 
thoughts, except through their Board of Commissioners, who are 
responsible to the Congress of the United States. 

Mr. Mason. And that Board of Commissioners has responsibility 
to the officials in the District whose job it is to enforce the regulations 
and ordinances that are here. We find in some slum areas cities are 
to blame. They won’t pave the streets. They say, “We don’t get any 
income out of this area so we will let the streets run down and the 
sidewalks be cobbly.” 

Senator Payne. That is a community responsibility, and we have 
neglected it. There is no question about that. 

Mr. Mason. We feel that under the provisions of this legislation 
that we can make a really constructive approach to the clearing of 
slums all over America Amer- 
ica—because we have slums in many of our middle-sized and smaller 
cities as well. 

Senator Maynank. Mr. Chairman, would you mind if I interrupted ? 

The CuarrMan. Senator Maybank. 

Senator Maynankx. Is the representative of the Veterans of For- 
eign Wars here? 

I want to say this: I have been in touch with your organization, 
my friend Commander Cothran, and others. I want you to know 
I have to go to the Military Subcommittee of Appropriations for 
hearing. We have Secret tary Wilson there this morning. That is 
why I won’t be here to hear you and the other witnesses, but I will 
read the testimony, and I want to repeat what I have told you fellows, 
that I am deeply interested in the direct-loan provision for veterans, 
and will use any effort along with the chairman, to assist you in any 
way I can. 

Mr. Downer. Thank you, sir. 

Senator MayBank. I want to be excused. 

The Cuatrman. Yes, Senator Maybank. 

Senator Payne. I would like, if there is no objection, to have the 
article that appeared in the Washington Post of yesterday, Sunday, 
made a part of this record. 

The CuHairMAN. Without objection it is so ordered, and will you 
supply the article or do you want the staff to? 

Senator Payne. If the staff can get hold of it. 

The Cuarrman. All right, Mr. MeMurray will supply the article 
and it will appear in the record at this point. 

(The article referred to follows :) 








| Washington Post, March 14, 1954] 
THE WICKEST PRECINCT 
NO. 2 LEADS CITY IN VICE AND VIOLFNCE 
Eprror’s Nore.—The second precinct is the wickedest of all Wesh- 
ington’s police precincts. 
The Washington Post is putting this poison spot of crime otter 


the microscope to see why it is so filled with evil and to find out 
what can be done about it. 
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The good people of the second precinct—and there are thousands 
of the most law-abiding residents of the city living here—need help 
in cleaning out the vice, destitution, and disease that threaten their 
well-being. The residents of other areas need to be awakened to con- 
ditions that threaten to spread this infection to other neighborhoods. 

It is a crisis too big for police alone. It will never be solved until 
all Washington knows and understands the menace of the veritable 
sink of iniquity that has developed in this precinct. 

This article is the first in a series of daily and Sunday pieces in 
which the facts of life in the wickedest precinct will be examined. 
The series will be followed by subsequent articles, appearing regu- 
larly each Sunday and occasionally during the week. Washing- 
ton Post reporters will keep the light on the second precinct through- 
out the year. They are going to devote intensive coverage to it 
throughout 1954 and in subsequent months. It is hoped that when 
this task is completed, the second no longer will be “The Wickedest 
Precinct.” 

Citizens will be shocked, as the editors of the Washington Post 
have been shocked, by the picture of what life is like in the second 
precinct. We hope they will be shocked. We hope they will be 
shocked enough to do something about a situation that has cried 
aloud for remedy for half a century. 


By 8. L. Fishbein, Pust reporter 


Rats and wretches, prostitutes and panderers, slayers and slashers, hopheads 
and “winos,” mingle and fight and die in the second precinct—Washington’s 
wickedest. 

The cauldron of violence known as the second precinct is the biggest single 
reason why the National Capital annually ranks at or near the top of all cities 
in the number of aggravated assaults. 

Second precinct murders bulge out the citywide figures to the point where 
Washington frequently ranks higher than larger cities in the number of felonious 
homicides recorded. 

Through the ebb and flow of crime waves and the varying intensity of the 
police drive one fact stands out perennially: the second precinct leads all the 
rest in vice and violence. 

The second trails the other 13 in size, covering a mile-and-a-quarter area in 
the heart of Washington. 

And crime is not its only industry. Its teeming streets hold the largest num- 
ber of licensed businesses in the city. 

Among these 4,900 enterprises, smart hotels on the southwestern fringes con- 
trast with the broken-down roominghouses in the middle reaches which are 
often nothing more than sweatshops for the streetwalkers. 

Streetwalkers—some 200 of them—patrol the precinct, mostly along Seventh 
Street and Ninth Street and in the 600 block of O Street. 

Curbside whisky peddlers offer their illegal services with prices to match in 
the 400 block of Neal Place, at the corners of Fifth Street and Neal Place, Fifth 
and O Streets, 14th and T Streets. and 14th and Corcoran Streets. 

Harried dope addicts keep drifting back to their old haunts on Ninth Street 
and Seventh Street. 

Knife wielders and muggers may be found almost anywhere in the precinct 
except in the southwest where the K Street complex of office buildings, hotels, 
and apartment houses form a wedge of respectability. 

Crime and misery breed most abundantly in the 30 inhabited alleys where 
human vileness and degradation of the basest sort has reproduced itself for over 
half a century. It remains largely unnoticed by the middle-class commuters who 
zip through the precinct on express buses and streetcars. 

These decayed alleys harbor children who know no fathers. Here garbage- 
fattened rats occasionally make bold forays against children in bed. 

Here the passions stoked by poverty, frustration, and cheap wine send the knife 
blades slashing against check and bone and back. 

Here the lessons taught in school much be studied and absorbed by kerosene 
lamp amidst the atmosphere -f the stinking chamber pot and the outside toilet 
and the sight of strange men living with mothers and sisters. 

The second precinct is not the exclusive hunting ground of Washington’s 
human scum. 
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Nor is it a particularly happy hunting ground. In the new and fresher atmos- 
phere of Police Chief Robert V. Murray’s administration, second precinct police 
under Capt. John E. Winters have settled into a war of attrition that continues 
day in and day out. 

With the manpower available, it is the only type of war that seems feasible: 

The second precinct is the entrenched crime capital of the Nation’s Capital. 

Crime figures for the fiscal year 1953 are interesting. In the second precinct, 
which covers about one-sixtieth of the city’s area and contains one-fourteenth 
of the city’s population, there were more murders, robberies, aggravated assaults, 
housebreakings, concealed-weapons cases, prostitution cases, liquor violations, 
and drug violations than in any of the other 13 precincts. 

It tied for first place in rape cases and ranked second in gambling offenses 
re ed. 
By the numbers: In fiscal 1953 the city’s smallest precinct was the scene of 
19 out of a citywide total of 69 murders reported; 1,503 out of a total of 4,598 
aggravated assaults; 269 out of a total of 1,325 robberies; 23 out of a total of 
148 rape cases; 714 out of a total of 5,040 housebreakings; 134 out of a total 
of 466 concealed-weapons cases; 344 out of a total of 655 prostitution cases; 562 
out of a total of 1,040 narcotics cases; and 581 out of a total of 1,731 illegal 
whisky cases. 

The same pattern of lawlessness holds true for 1952, 1951, and 1950, and as 
many years back as veteran policemen can remember. The second is always the 
worst. 

As of 1950 the precinct was home for 14,876 white and 43,974 Negro residents. 
In addition its streets have been swelled for years by Negroes drawn from out- 
side the precinct by the jazzy taverns, blood and thunder movie houses, pawn 
shops, secondhand stores, “take out” lunchrooms, and billiard parlors. 

The second precinct, in other words, is “town” for Negro residents from all 
over the city, as well as a retail depot for dope, women, bootleg corn, and legal 
whisky sold illegaly after hours. 

It is not surprising therefore that in the 1958 fiscal year, 16 of every 17 
persons arrested in the precinct for major crimes were Negroes; or that 4 out of 
every 5 persons arrested for all crimes were Negro. 

And among the crimes, which involved bloodshed, the slashings or murders 
growing out of the eruption of rotgut whisky, dice games, and love triangles, the 
victims were also overwhelmingly Negro. 

The appeal of the second precinct, however, is not strictly along racial lines. 

The statistics don’t show it, but veteran prostitutes report that a huge pro- 
portion of their clientele is white, including servicemen on liberty in Washington. 

Prostitutes lie easily but a beat policeman, hardened by more than a decade 
in the vortex of vice operations, is still perplexed when he recalls catching family 
men from “real good neighborhoods in hed with the filthiest women you ever saw.” 

The second is the precinct from which the slum women fan out into the city 
to become charwomen, day workers, and maids; and the precinct which supplies 
most of the venereal disease patients at the Polk Health Center at Seventh and 
P Streets NW. 

The second precinct is the only one in the city in which all beats are patrolled 
by two policemen together when the men are available. When they are not, the 
footmen are concentrated in the middle and spread thin at the east and west 
borders. 

It is the precinct in which a shocked Catholic priest reported to police that a 
drunk staggered into the church confessional and relieved himself. 

It is the precinct whose captain, John E. Winters, responded to a report of a 
natural death and found two children sleeping beside the dead man. “They were 
tired and I didn’t have a place to put them,” the woman of the house reported. 

The precinct covers about 130 squares from which Captain Winters’ vice detail 
has culled a file of 250 addresses of known or suspected vice dens. Some are cold 
leads due to raids and the system of monthly visits by senior precinct officials 
instituted by Chief Murray. 

But the known facility of vice operators to jackknife back into action keeps the 
file at about 250. 

Brawling, butchery, bordellos, drinking joints, and gaming have been and to 
com extent still are hallmarks of life on 6% Place, which runs from M to N 
Street. 

This is the story of one of the quieter families which, according td police mem- 
ories, is not troublesome: 

A penciled announcement on a window of the two-story row house invites one 
and all to a Saturday night dance. 
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The sponsor of the dance is a plump 13-year-old, who had to leave school to have 
a baby, which duly arrived 4 months ago at Gallinger Hospital. 

She has 2 sisters, the eldest 18. They also have one baby each. Head of the 
household is their 40-year-old mother. Neither the mother nor any of the three 
daughters has ever had a husband. 

Two of the young mothers “don’t exactly know” who the fathers of their 
children are. 

The house has five rooms. It is heated by a wood- and coal-burning stove, also 
used for cooking ; its toilet facilities include a leanto outside in the back yard, and 
chamber pots for the children at night. 

The family tried to combat the rats by wedging pop bottles in the corner rat 
holes but the rats kept chewing new holes around the bottles. Flat irons on the 
holes in the middle of the floor were more effective. One recent Saturday night, a 
rat bit 1 of the 19-month-old children on both feet while she was asleep upstairs. 
Since then the landlord has had the ratholes covered with sheet metal. 

“The rats around here don’t run from you, they walk from you,” explains the 
head of the household. 

Three blocks north of 64% Place is Marion Court, enclosed by Marion and Sevy- 
enth Streets, P and Q Streets. 

John (Bull) Leach is in prison and his notorious Marion Court dope pad is 
empty, but next door life pulses on with renewed vigor. 

One family has occupied the 4-room hovel for the past 13 years. The family 
consists of grandfather, mother, and stepfather and six children. And a brand- 
new baby, born within the past 2 months to the oldest child, an 18-year old 
girl. 

Ill in childhood, the new mother just finished junior high school last year and 
fully intended to go to high school but, she says, “I was spreading with child 
and couldn’t go on.” 

She knows the father of the child and had intended to make him help sup- 
port the offspring but just before she brought the blessed event home from 
Gallinger, the father “got into some kind of trouble” and was locked up. 

Another of the six children, a teen-age boy, is also being detained at the Na- 
tional Training School for Boys for “getting into some kind of trouble.” 

The baby is bundled in a portable wicker basket on the front-room sofa. 
The upstairs front room is reserved for grandfather. The new mother and two 
sisters share the back room, a litter of wrinkled bedclothes and the inevitable 
bucket for night use. 

The regular toilet is out back in the alley, behind four bulging lines of 
clothes. These are washed by the mother of the house before she leaves in the 
morning to pursue her career of day work. 

Mother and father, a garage worker, and two boys, sleep on a combination 
sofa-bed in the downstairs front room. Lighting is by kerosene lamp, heating 
by coal and wood stove. 

In the alleys the dim glare of the infrequent street lights reflects from the 
fixed bloodshot stares of the cheap drunks in stocking caps and surplus Army 
khakis, one step or perhaps only a gust of wind removed from those stretched 
out on the ground, oblivious. 

A drunk staggers along Logan Court NW., between L and Pierce, North Cap- 
itol and First Sts. 

How did he get staggering? 

“Had a little wine today.” 

Ever been locked up? 

“Have I ever been locked up?” 

Yes, ever been locked up? 

“Yeah, I been locked up once.” 

Only once? 

“Once, twice, 3 times, 4 times” (with a deep throaty chuckle). 

Each time the charge was intoxication, except once. Once he was caught 
cooking a chicken at a bonfire. It is against the law to build a bonfire in the 
District. Once he did 10 days for drunkenness. The other times he dried out 
at the second precinct station. 

Ever been cut up? He turns his head and displays a 4-inch vertical sear, 
straight enough, but probably a little too thick to be a surgeon’s work. 

Once he had some excess hair growing out of a bump on his chin. “I gave 
my wife my own knife and put my head down on her lap for her to pluck out the 
hair,” he says. “She started crying about me running around with another 
woman and put that blade to my neck.” 
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“* * * T sure had no business putting my head in her lap,” he concludes, 
letting out that deep whisky chackle as he stumbles on. Ge is fortyish, dirty, 
a part-time construction worker, a long-time drunkard, a common sight in the 
second precinct. 

Complacency about conditions of life in the second precinct is not limited to 
those in blissful ignorance of these conditions. There is evidence indicating 
some of those who live in the atmosphere of filth and violence are satisfied 
with it. 

One of these is a 59-year-old coal, wood, and ice dealer who recently moved 
into the precinct from Shott’s Alley SW., that photogenic residential neighbor- 
hood which forms a background for the frequent investigators who deplore the 
slums in the shadow of the Capitol. 

The coal, wood, and ice dealer, together with his wife and 5 children born in 
the last 6 years, now lives in a 6-unit apartment building in Fenton Court NW., 
with 2 outside toilets for the 6 families. 

The walls of the three rooms are a dark green, almost black. Gases from 
the coal stove and kerosene-light lamps mingle thickly with cooking smells. 
Three youngsters sleep in a single bed, in a closetlike bedroom, with the foul 
night bucket at the head of the bed. 

An 8-month-old baby sleeps in a carriage next to the big stove in the crowded 
kitchen. The other two children sleep with the parents in the big room. 

The coal, wood, and ice dealer looks on the march of progress with something 
less than ecstasy. “These refrigerators are killin’ me,” he says. 

“Next year, they’re gonna close all these alleys down and nobody’ll want any 
more coal or wood,” he says, referring to the Alley Dwelling Act which bans 
alley dwelling after July 1, 1955. 

Although he sometimes thinks about looking for more livable accommodations, 
he is well satisfied with the present state of affairs. The children are healthy, 
he says, and “I got no complaints.” 

There is another side to the coin. Precinct officials relate moving stories of 
tough meral fiber asserting itself against the perpetuation of the community 
pattern. 

Lt. Joseph Shimon recalls the story of the tough young delinquent who was 
known to have secreted about $100 garnered in a series of purse snatchings. The 
boy adamantly refused to reveal the location of his cache. 

The boy’s father called at the precinct, heard the police evidence, and asked to 
take his son outside for a few minutes. Shimon noticed the father’s belt being 
unbuckled as they walked down the station corridor. When they returned, the 
subdued youngster spewed out his secrets, under the insistent frown of his 
father. 

An old charwoman recently called on Precinct Captain Winters to ask for advice 
about her children who were getting into trouble. Tearfully she displayed her 
calloused hands and asked how she could provide a living for her children and 
keep them under supervision at the same time. 

Captain Winters has much sympathy for the woman. There is not much else 
available. 

In the vears before the Civil War reaction brought thousands of Negroes 
streaming into the alleys, portions of what is now the second precinct were places 
of elegant living. 

The three-story Victorian electic mansion at Sixth and M Streets NW., which 
stands out in sharp contrast to the squalor of the alleys behind it, was once the 
home of banker William Stickney, who served as president of Washington's city 
council in 1871-74. 

Today, with a still-fresh exterior, the mansion houses the church of Bishop 
C. M. “Daddy” Grace. 

With the quick decay of the alley dwellings came the recurrent movement to 
improve or outlaw them. In 1892 their disease and crime producing potential 
brought forth a law banning new construction of alley dwellings without plumb- 
ing or lighting facilities. 

As long ago as 1907, a report on alley dwellings to President Theodore Roose- 
velt, quoted an old woman alley dweller as saying, ‘“‘Why my old Marsa wouldn’ 
ha’ kep’ his horses stabled in such a place.” 

In 1909, Charles F. Weller, a social worker, who lived in an alley for a time to 
gather material for his book, Neglected Neighbors, wrote “Certainly the funda- 
mental basis of homelife, proper marital relations, is not characteristic of Wash- 
ington’s alleys. Perhaps ‘immoral’ is too strong a word, for many of these 
delinquents appear to know no better.” 
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And in the first decade »f this century, President Theodore Roosevelt’s Homes 
Commission submitted a voluminous report. A caption for a diagram of an alley 
in what is now the second precinct stated: “The problem is how the policeman 
on the corner outside can know about and reach men who are fighting or com- 


mitting any other iniquity inside. It is not yet solved.” Monday—Assaults and 
Murders, 


CRIME-RIDDEN SECOND PRECINCT CROWDS IN 58,000 PERSONS 


Key facts about the Second Precinct—Washington's wickedest : 

Shape: It is a crude rectangle with a panhandle at the east end. 

Area: Washington’s tenderloin covers about one-sixtieth of the city’s area— 
1.25 out of 68.25 square miles. 

Boundaries: K Street NW. is on the south, 15th Street NW. on the west, S 
Street NW. and Florida Avenue on the north, and Second Street NE., and the 
Washington Terminal railyards on the east. 

Population: The 1950 census takers found 14,876 whites and 43,974 Negroes 
living in the precinct. 

Schools: Precinct children attend some of the newest schools in the city as well 
as some of the oldest. Thirteen public schools for Negroes, 1 public school for 
whites, and 3 parochial schools. 

Playgrounds: The children play on 9 public recreation areas—6 for Negroes, 1 
for whites, and 2 for all youngsters. 

Businesses: A total of 4,900 business licenses were issued in fiscal 1953 within 
the precinct, more than in any other precinct. Its legitimate businesses include old 
established furniture merchants, large modern auto agencies, blood and thunder 
movies, secondhand stores, variety stores, billiard rooms, taverns, and restaurants. 

A night’s lodging: Hotels within the precinct range from the handsome Hamil- 
ton Hotel on K Street, through the big rooming house which used to house dope 
peddlers and where the manager now keeps a taped billiard cue to maintain order, 
to the dingy rooming houses where anything goes. 

Churches: Its churches include the prominent National City Christian and 
Mount Vernon Place Methodist churches, Bishop C. M. “Daddy” Grace’s church, 
the huge Immaculate Conception Church, and dozens of store-front churches of 
varying denominations. 

Landmarks: It houses the Central Public Library where New York and Massa- 
chusetts Avenues converge, and two of the city’s largest markets, the Center 
City Market at Fifth and K Streets, and the O Street Market at Seventh and O 
Streets. 

Alleys: A recent police census recorded the presence of 30 inhabited alleys with 
approximately 3,700 persons living therein. 

History: The precinct received its present boundaries in the late 1930's, after 
a 1931 consolidation of precincts was found to be unworkable. Under the con- 
solidation, the second and eighth were combined and were known as the second. 
When the precincts were split up again, the second was divided into what are 
now the 2d and 13th precincts. 


Crimes reported by precincts from July 1, 1952, to June 30, 1953 
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The CHatirman. What do you think of my antismoke provision in 
this bill? 

Mr. Mason. I agree with you. I come from an area which burns 
coal, too. And we have a lot of cities in America where smoke is not 
a problem and we have many where it is. 

The Cuamman. I don’t think you can clear up slums in many, many 
sections of our country until you eliminate the smoke. 

Mr. Mason. And give the people a little fresh air to breath. 

The Cuamrman. That is right. 

We are thinking in terms of writing an amendment in this bill to 
start helping to eradicate smoke. 

Mr. Mason. We will watch that amendment. 

The CuHatrrMan. We want your support on it. I think it is just as 
important as many of these others. It doesn’t do any good to go out 
and build a nice new suburb, all painted up, with beautiful roofs, and 
then 6 or 8 months later they are just as black as they can be as a 
result of smoke. That doesn’t do any good. St. Louis has proven 
you can do a fot. 

Mr. Mason. Pittsburgh has, too. Pittsburgh has done an outstand- 
ing job, as you know, in their Golden Triangle. 

The Cuarmman. Thank you very much, Mr. Mason. You may want 
to come back later. 

Mr. Mason. Thank you, sir. 

The Cuarrmman. Now, we have Mr. Reilly of the American Bankers 
Association. 


STATEMENT OF JOHN A. REILLY, AMERICAN BANKERS 
ASSOCIATION 


Mr. Remy. Mr. Chairman, and members of the committee, my 
name is John A. Reilly. 

The Cuarrman. Mr. Reilly, do you want to read your statement ? 

Mr. Remy. I think we might save time if I read it, Mr. Chair- 
man. 

The CHarrMan. Proceed in your own way, sir. 

Mr. Remy. My name is John A. Reilly. I am president of the 
Second National Bank of Washington, D. C. I am also a member of 
the committee on Federal legislation of the American Bankers Associa- 
tion and chairman of its subcommittee on mortgage financing and 
urban housing. It is in this capacity that I appear here eda to 
express the views of the American Bankers Association on the pro- 
posed Housing Act of 1954, S. 2938. 

In general we are in sympathy with the objectives set forth in the 
bill. It sets high goals for community betterment and improvement 
of home conditions in areas of need. It gives recognition to the value 
of the country’s vast investment in existing homes and the need to 
preserve them. Consideration is given to the need for maintaining an 
adequate suply of new homes; to assisting all persons regardless of 
race, color, or creed to have equal opport unities for adequate housing ; 
and to assisting low-income families in their housing problems. It 
recognizes the principle of flexible interest rates and fees and charges 
to assist in providing an adequate flow of mortgage credit. It pro- 
vides a more efficient mortgage insurance program through simplifi- 
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cation and elimination of unnecessary provisions in the National 
Housing Act. 

Although recognizing the importance of the slum clearance and 
urban renewal program set forth in title IV of the bill and the changes 
in existing statutes proposed in subsequent titles in connection with 
the overall national housing policy, we are directing our testimony 
to =~ first three titles of the bill, all of which relate to mortgage 
credit. 

We approve generally the changes in the National Housing Act in 
title I of the bill which are designed to streamline and simplify the 
mortgage insurance program, such as, (1) the transfer of section 8, 
title I, small home loans to and its integration with section 203 loans; 
(2) the equalization of terms of insured mortgages on existing homes 
with those on new homes; (3) increasing the maximum limits on 
amounts of FHA mortgages, among others. Our views on these 
changes will be discussed in more detail later on in this statement. 

However, there are other provisions of the bill to which we are 
opposed. Some of the mathe proposed for achieving the objectives 
mentioned above do not conform with our interpretation of the basic 
national housing policy as expressed in the President’s housing mes- 
sage and in the Report of the President’s Advisory Committee on 
Government Housing Policies and Programs. 

The CHarrman. Say that again? 

Mr. Retity. Some of the methods proposed for achieving the ob- 
jectives mentioned above do not conform with our interpretation of 
the basic national housing policy as expressed in the President’s 
housing message. 

The Cuatrman. I see. I missed “our interpretation.” I thought 
you were saying that the bill itself did not carry out the wishes of 
the President. 

Mr. Remy. In our interpretation, dealing principally with the 
loans. We will get to that later. 

For example, instead of encouraging private enterprise to assume 
greater responsibility in meeting housing and home-financing needs 
without Government support or assistance, certain provisions of the 
bill involve the Government more deeply than ever in the housing and 
home-financing field. A housing emergency does not now exist. The 
great volume of mortgage credit which has been extended for home 
construction and the large number of new homes that have been built 
in recent years, all indicate that now is a time for Government par- 
ticipation in this field to be reduced rather than enlarged. 

Savings funds are traditionally a primary sources of mortgage in- 
vestment capital. In the years following World War II, savings have 
increased rapidly and financial institutions have invested these funds 
heavily in the ee market. In 1945 commercial banks had total 
savings and time deposits of $30,155 million and their real-estate 
loans totaled $4,772 million. By 1953 total savings and time deposits 
in the commercial banks had grown to $43,430 million and their real- 
estate mortgages to a total of $17 billion. In 1945 mutual savings 
banks had total savings deposits of $15,385 million and total real- 
estate loans of $4,279 million. By 1953 total savings deposits in the 
mutual] savings banks had grown to $24,387 million and.their real- 
estate loans to a total of $12,799 million. Thus, the investment in 
real-estate mortgages by both commercial banks and mutual savings 
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banks during these years more than kept pace with the growth in 
their savings deposits. The same is true of savings and loan associa- 
tions and insurance companies, 

In view of the growing participation in the mortgage business by 
private lenders and the filling of the emergency demands for housing, 
the time has now come when it is appropriate for the Government 
to curtail its activities in the housing and home-financing field. If 
the theory is correct that Government assistance is sometimes needed 
to support the economy during a time of stringency, it certainly fol- 
lows that the Government should withdraw its support when the need 
has been filled. 

3y the terms of the bill and as implied in the President’s message, 
it is the intention of the Government to maintain and even raise the 
present level of home building and to assure the means of financing 
it. Caution should be exercised in this regard for it can result in de- 
veloping a program of home building beyond that necessary to satisfy 
a real need for homes or of the available credit means from private 
enterprise sources to safely finance such programs. It is true that 
home construction requires the services of labor, absorbs materials, 
and supplies, and helps to create new markets for home furnishing, 
appliances, and conveniences. But it is not sound business to stimulate 
these processes beyond the ability of our economy to support. 


FHA TITLE I LOANS—SECTION 101 


The first proposal in title I of the bill relates to extending the 
amount and maturities of FHA title I loans for home modernization, 
repairs, and improvements. We see no objection to increasing the 


dollar amount of the home modernization credit limitation from 
$2,500 to $3,000 in class 1 (a) loans, but are opposed to increasing the 
maturity beyond the present 3 vears and 32 days. 

Expenditures for materials and supplies going into home repairs 
and i improve ments should generally be finane ed over a short period of 
time in the same manner that the purchase of other consumer durable 
goods are financed, for otherwise the whole credit base of the country 
is weakened. During recent years the banks have been making every 
effort to hold the line on maximum terms of consumer credit. If an 
expansion of terms of FHA title I loans is permitted it will inevitably 
bring pressure to bear for term expansion on other types of consumer 
credit loans, which we believe would not be sound for the consumer, 
the lender, or for the economy. 

If the repairs, alterations, or improvements to the property are in 
the nature of long-term capital improvements, as distinguished from 
loans for ordinary wear and tear, longer term loans, in larger umounts 
may be justified, but they should be secured by mortgage. 

With regard to class 1 (b) loans, it is our opinion that the present 
$10,000 loan limit and maximum term of 7 years 32 days should con- 
tinue unchanged for properties of 2- to 4-family units. 

With regard to the rehabilitation of larger properties designed for 
more than 4-family units, we see no objection to raising the maximum 
amount to $10,000 per structure or $1,500 per unit, whichever is greater, 
and for a maximum term of 10 years provided security in the form of a 
real estate lien is required and that prior credit approval is obtained 


from FHA. 
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FHA SECTION 8—" TUR I LOANS——SECTION 108 


We are in favor of transferring the program for insurance of loans 
to finance small-home construction from title I to title IIT of the Na- 
tional Housing Act. Title I is designed primarily for the insurance 
of unsecured consumer-credit loans. It is entirely proper that the 
small-home construction program of section 8, title I, should be trans- 
ferred to and integrated into section 203 of title II, thus consolidating 
it into the general FHA mortgage-insurance program. 


INCREASED LIMITS FOR FIA LOANS-—SECTION 104 


We support in general the restriction of credit to sound economic 
principles. Changing values in recent years, however, have occurred 
and we therefore recognize the desirability of increasing maximum 
limits on amounts for FHA loans on 1- to 4-family dwellings as 
provided by the bill. 


PQUAL FHA INSURANCE ON NEW AND EXISTING ILOMES——SECTION 104 


Within reasonable limits there should be some equalization of FHA 
credit on new and existing homes. However, we endorse the thinking 
expressed by HHFA Administrator Cole: 

The FHA should not permit a maturity in connection with an existing house 
which is higher than warranted by the physical condition and expected economic 
life of the particular house involved. 

To assure this objective, we recommend that in no event should 
the loan on existing construction exceed 25 years. 


THIRTY-YEAR MATURITIES ON FHA LOANS-—SECTION 105 


A primary reason for lengthening maturities on mortgages is to 
reduce the monthly payment. From the builder’s or dealer’s view- 


point this is very important, for it helps to sell houses. A 80-year 
$10,000 mortgage at 414 percent requires monthly payments of $50.75 


to meet payments for interest and principal. The same loan for 25 
years requires $55.60 a month, and for 20 years it requires $63.50 a 
month. A prospective buyer of real estate is naturally more easily 
attracted to the $50.70 payment, and it influences his decision as to 
the size of his investment and whether he would buy that house in 
lieu of another in which more conservative financing terms are 
required, 

Actually, however, the longer maturity is not necessarily the best 
loan for the borrower. If a loan of $10,000 was repaid over a 20-year 
period instead of a 30-year period, the borrower would save 10 years 
of interest charges amounting to $3,056.40. 

To foster sound credit and strength in our national economy, a 
25-year mortgage for larger loans is enough. The property owner 
must have some equity in his property to make the credit economically 
sound. In this period of high production of homes and very high 
prices for real estate, it is not desirable to provide longer-term loans 
and ever more liberal terms. 
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TERMINATION OF FHA LOANS ON FARMS—SECTION 108 


It is Prepon to eliminate FHA insurance on farm-housing loans 
now provided by section 203 (d) of the National Housing Act. Com- 
missioner Hollyday has stated that the reason for terminating this 
provision is because it has been practically inoperative in the past. 
In view of the stated reason, we see no objection to terminating this 
provision. We believe, however, that farmers should have equal 
opportunity with all others for proper home financing. 


TECHNICAL CHANGES 


We concur in the provisions of the Housing Act of 1954 relating 
to eliminating the need of a mortgagor to certify on refinancing a 
mortgage, the adjustment of fees in foreclosure, the 10-year maturity 
provision for FHA debentures, and the annual insurance authoriza- 
tion for FHA, as provided by sections 107, 111, 112, and 121 
respectively. 


FHA LOANS ON RENTAL PROPERTY IN SLUM AREAS—SECTION 115 


We favor extending authority of FHA to insure loans under section 
207 of the National Housing Act on existing rental multifamily struc- 
tures in community slum or blighted areas where part of the pro- 
ceeds are used to repair or rehabilitate the property, as provided in 


this bill. 


COOPERATIVE HOUSING—SECTION 119 


We see no objection to increasing the top limits of FHA insured 
loans on cooperative housing projects, as proposed by this section of 
the housing bill—providing, that these limits should not exceed those 
provided under the rental housing program, except insofar as they 
provide preference for veterans, 


NEW FHA SECTIONS 220 AND 221—SECTION 123 . 


While approving in principle the need and desirability of urban 
renewal programs, the use of FHA insurance for this purpose needs 
very careful consideration, and should be segregated to an individual 
insurance fund to support the entire risk. Insurance funds under- 
writing the risk on residential properties under other sections of the 
National Housing Act should not be commingled with slum clear- 
ance and welfare housing programs. These types of loans have 
unusual risk, and their terms and conditions should reflect it. 

We are opposed to the provisions contained in the proposed new 
FHA section 221 for insured loans to low-income families for 40-year 
loans with little or no down payment. 

The only possible attraction for a mortgage investor to this type 
of loan is the insurance protective feature which is not sound 
justification. od 

Mortgages should be made to stand or fall on their own merits with 
insurance only as a secondary factor. Forty-year loans, even with 
the opportunity to convert into debentures at the end of 20 years, 
would of necessity depend heavily on the insurance factor for their 
marketability, and are unsound in principle. 
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OPEN-END MORTGAGE—SECTION 125 


We are opposed in principle to the addition of open-end mortgage 
contracts for FHA loans. There may be situations where the funds 
are used for capital improvement purposes which would be helpful 
to a borrower, but the way is anal for use for consumer credit 
purposes, 

It is our belief that equities in real property should not be used 
as a means of extending the debt further, which delays true owner- 
ship of a home. An open-end mortgage arrangement, unless very 
carefully controlled, can serve as a means for keeping the home- 
owner constantly in debt. 


TERMINATION OF CERTAIN FHA INSURANCE AUTHORITIES— 
SECTIONS 126-129 


Simplifying the National Housing Act by terminating FHA title 
VI loans to finance fabricated housing; title VII yield insurance 
rovisions; title VIII loans on military housing; and title LX defense 
sousing loans, has our approval. 


PRESIDENTIAL CONTROL OF INTEREST RATES AND MORTGAGE TERMS— 
TITLE II 


Under the Housing Act of 1954 the President is given exceed- 
ingly wide latitude in the control of housing credit, which in turn 
can influence the volume of home construction if he determines it 
to be necessary. He can fix interest rates on FHA-insured and VA- 
guaranteed loans, determine adjustments in fees and charges, and 
direct the extension of Government credit through the new mortgage 
marketing corporation. 

To the extent that this authority provides a means for flexibility of 
interest rates on insured and guaranteed loans within specified limits, 
and provides for an adjustment of fees and charges in connection with 
originating and servicing of loans in small communities and remote 
areas, we approve and believe that many of the ills of the past would 
be corrected. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION—TITLE III 


If interest rates were to be permitted to adjust to the supply-and- 
demand factors of a free market, there would be no need, in our 
opinion, for any form of Government-supported secondary market 
facility, as private financial institutions would meet all reasonable 
demands for home financing through an adequate flow of investment 
funds into mortgages. 

The discretionary authority given the President to adjust interest 
rates and fees and charges, if exercised in a manner that recognizes 
area differentials, would stimulate the flow of funds to those areas 
where demand may exceed supply and thus make the continuance 
of the Federal National Mortgage Association unnecessary except for 
the purpose of liquidating its present mortgage portfolio in an orderly 
manner, ; 
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We believe that at the present rates on FHA and VA mortgages, 
private investors will supply all funds needed to maintain a sound 
volume of home construction and that a Government-supported sec- 
ondary market will tend to overstimulate building, leading to an over- 
production of residential properties. 


INDEPENDENT STATUS FOR FHA 


We have long felt that a mutual mortgage insurance system such 
as the Federal Housing Adminstration should be an independent 
agency and not grouped with other agencies organized for different 
purposes, nor subject to policy control by a superior agency. It should 
be free to establish policies consistent with sound insurance practices, 
We urge Congress to give consideration to restoring the FHA to a 
completely independent status. 

The Cuamman. Any questions, Senator Payne? 

Senator Payne. No. 

The CHatrman. I think you have made yourself clear. 

Mr. Remuy. Thank you, sir. 

The Cuatrrman. You said what you liked and what you disliked. 

We appreciate your testimony. 

Mr. Remy. We spent a whole week on it, Senator, in New York. 

The CuarrmMan. I don’t believe I have any questions. I believe 
your statement speaks for itself. It is clear. I think I understand 
the things you approve and those that you are opposed to. 

Thank you very much. We may want you to come back a little later. 

Mr. Retiry. Thank you, sir. 

The Cuarrman. Mr. Downer, of the Veterans of Foreign Wars. 

Mr. Downer, I see you have about a 4- or 5-page statement. I pre- 
sume you would like to read it. 


STATEMENT OF ADIN M. DOWNER, ASSISTANT LEGISLATIVE OFFI- 
CER, VETERANS OF FOREIGN WARS OF THE UNITED STATES 


Mr. Downer. With your permission, I think it would perhaps save 
a little time. 

The CHamMan. You just proceed in your own way, then. 

Mr. Downer. If my voice should become weak, I think it is attribut 
able to the fact that this is income-tax day . 

The Cuamman. I think that is right. 

Mr. Downer. The Veterans of Foreign Wars of the United States 
is an organization composed of 1144 million men who have served in 
the Armed Forces on foreign soil or hostile waters in time of war, 
or during a recognized campaign or expedition. As a veterans’ or- 
ganization, our interest in the legislation before you is confined to 
those provisions of the bill which relate to the home-loan program of 
the Veterans’ Administration, and other housing preferences ac- 
corded veterans by existing law. I should like to briefly discuss these 
aspects of the bill, but first I should like to recall some ‘of the cir “um- 
stances that led to the establishment of a veterans’ preference in 
housing. 

During World War II, a critical shortage of housing developed 
throughout the entire country. At the end of the war it soon became 
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apparent that such housing as did exist was occupied by those who 
had not been in the service, and the large majority of home hunters 
were those who had keen. 

In addition was the fact that building costs had risen sharply, and 
the market value of existing housing had, in many instances, doubled 
or tripled since the beginning of the war. While this was going on, 
those in the Armed Forces were under strict military pay scales, while 
the civilian population enjoyed high wages and high profits. Thus, 
during a period of unprecedented prosperity, the ability of the vet- 
eran to compete in this scarce market had been reduced. 

In recognition of these facts, the Congress very properly extended 
to veterans certain preferences to enable them to buy or build a home. 
These preferences have been of very great value to the veteran We iad 
lation, expedited the building of adequate housing for the Nation, 
and have substantially contributed to the general welfare. 

Many veterans who have not yet found it advisable or possible to 
avail themselves of the preferences which Congress established are 
now in a position where the continuance of the program is necessary 
to enable them to acquire a home for themselves and their families. 
We hope the Congress will continue the traditional policy of veterans’ 
preference. 

We believe the veteran, by his wartime service, earned the right 
to the preference he has been accorded. Experience has proven the 
VA program to be sound and has shown that the delinquency rate 
is about one-half the rate that prevails in nonveteran loans. At the 
end of the 1953 fiscal year, the Loan Guaranty Division had guaran- 
teed 3,271,450 home loans. They estimate a potential of 6 million 


borrowers from the present veteran population. 

Since the program is limited in scope, and since the payment record 
is so good, we are unable to see where continuation of the program 
constitutes any danger to our economy. However, we believe Con- 
gress should consider very carefully before expanding the FHA pro- 
gram for the entire population on approximately the same liberal 
credit terms that apply to the VA program. We are aoe 


that such a vast program might possibly result in overbuilding to the 
point that it will ultimately coll: apse real-estate values. 

In addition to these general observations, I should like to briefly 
discuss section 201, which would delegate to the President authority 
to establish maximum interest rates on FHA and VA mortgages at a 
level not exceeding the average market yield on Government bonds, 
plus 214 percent. The Veterans of Foreign Wars protested when the 
interest rate on VA loans was increased from 4 percent to 414 percent. 
This position was subsequently reaffirmed by a resolution of our last 
national encampment, held at Milwaukee, Wis., August 2-7, 195: 
Section 201, while not directly establishing an incre: ased rate, does 
authorize an additional increase and is contrary to the views of our 
organization. We can see some merit to the proposition that interest 
rates should be flexible so as to rise or decline in accordance with the 
many factors that influence the price and availability of money. 

However, we prefer to have the Congress retain its authority to 
establish interest rates and feel confident that the Congress will 
promptly act if changed conditions require the adjustment of rates. 
If the Congress is to delegate authority as contemplated by section 
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201, it will establish in some person or group of persons an authority 
that will be a constant lure to investors who continually seek to in- 
crease the earnings of their invested capital. 

It seems certain that a person or group of persons with such broad 
authority would be subjected to much more pressure by such forces 
than would the Congress of the United States. In addition is the 
fact that the Federal Reserve Board already has the authority and 
does fix the rate of yield on Government bonds by the simple expedient 
of buying and selling on the open market. 

We hope Congress will not relinquish the authority it has over in- 
terest rates on Government-guaranteed mortgages. We also wish to 
suggest that the House Subcommittee on Veterans’ Affairs i is now con- 
ducting hearings in many areas of the United States, inquiring into 
the availability of mortgage money, discount practices, and interest 
rates. Since one committee of the Congress is conducting an investiga- 
tion to develop facts so that we can properly legislate in this field, it 
seems legislation should be delayed until that report is available. 

The importance of the VA program is indicated by the fact that the 
VA guaranteed approximately 319,000 home loans during fiscal 1953. 
The average amount of these loans was $9,480, and the average term 
was 20 years. The importance of the interest rate is indicated by the 
fact that an increase of three-fourths of 1 percent in the present rate, 
when applied to last year’s average loan, would result in total in- 
creased payments of $932.83. An increase of three-fourths over the 
present rate would be authorized by section 201 on the basis of the 
average yield on Government bonds on February 1 of this year 

Title 8 of the bill would reduce the preferences accorded veterans 
under existing law in the purchase of housing built by the Government 
during World War II as a part of the war effort. This housing was 
nearly all built in the years 1940 to 1943, so that which is unsold has 
been retained by the Government for a period of 11 to 14 years. 

Under existing regulations, the Administrator advertises, for a pe- 
riod of 30 days, an offer to sell at a fixed price to veterans under the 
preference provisions, and if, at the end of 30 days, no sale has been 
made, the property can then be offered to the public ‘and sold on a bid 
basis. We see no reason why this 30-day delay occasioned by veterans’ 
preference provisions should suddenly become so important in the sale 
of property which the Government has held for such a long period of 
time. 

Nearly all of this housing that has been sold in the past has been 
purchased by veterans under the preference provisions, and we 
strongly urge the committee to continue the preferences as provided 
by existing law. 

We appreciate very much the opportunity to appear before this 
committee and thank you for your kind attention to our views. 

The Cuamman. Senator Payne, any questions? 

Senator Payne. No questions. 

The CrHarrman. Give us a little more information on your last 
paragraph. 

‘ Mr. Downer. That is housing, Mr. Chairman, that was built by the 
Government during World War II, principally to house military per- 
sonnel, I think there are about from 40,000 to 50,000 units that come 
in that category. I think the Government has sold some 20,000 to—— 
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‘The Cuarrman. You are talking about the Lanham Act? 

Mr. Downer. Yes, sir. 

The Cuarrman. Your chief complaint is—— 

Mr. Downer. That we would just like to leave the law as it is, Mr. 
Chairman. 

The Cuarrman. It isn’t continued in the bill? 

Mr. Downer. Title 8 of the bill reduces the veterans’ preference pro- 
visions. There are four specific categories under which veterans’ pref- 
erence would apply in the purchasing of this housing under the bill. 
I think the most important one is that it provides the veterans’ prefer- 
ence will not apply to any housing that is removed from the location. 

The Cuarrman. I will tell you what we are going to do. We are 
going to introduce today—I think I will have it ready today, if not, 
tomorrow—a bill on this. What the Government does now is have 
someone go in and appraise these houses and offer them for sale to the 
occupants at that appraised price. If they don’t sell them they adver- 
tise them for sale and sell them to the lowest bidder. We are going to 
put a stop to that. We are going to say that they can’t sell them to 
advertisers at a lower price than offered to the existing occupants. 
What they do is sell a whole lot of houses or land to someone at a much 
lower price than they would get by offering them to the individuals. 
They create a slum area in the town or other things happen that are 
very, very undesirable. 

I see no reason if there are 100,000 units, and they want $400,000, 
and they won’t sell them to the tenants at less than $4,000 apiece, why 
they should be able to sell them to you or me at the rate of $2,000 each. 

Mr. Downer. Probably the occupant would have bought them at 
that price. 

The Cuarrman. $2,000, yes. That has been going on. and I think 
we ought to put a stop to it. I think the legislation is about ready to 
be tntronueed, as a private bill, in order to get it handled real quickly, 
before this bill even gets through the Congress. 

Do you get what I mean, Senator Payne and Senator Frear? 

Senator Frear. I am quite interested in this Lanham Housing Act. 

The Cuarman. What they do is this: Here is a piece of property 
under the law, under the old Lanham Act. Here are 100 units in 
the city. There may be 200 or 300 or 500. And Congress directed 
them to dispose of them. So we said, “You must offer them to existing 
occupants before you can sell them to anyone else.” 

Senator Frear. Yes, sir. But may I ask a question, Mr. Chair- 
man: If you offer them to existing occupants, you must have some 
authority to maintain them, because of the lands under them. Isn’t 
that subject to the ownership of the land? 

The CHarrman. It might vary. But, generally speaking, the Gov- 
ernment owns the land. 

Senator Frear. But all Lanham housing is on Government-leased 
land; is it not? 

The Cuatrman. In some instances. - 

Senator Frear. I am very much interested in it, and I would hope 
that you would include in the proposal that you have just made, where 
the land is leased, that it could also have the same benefits. 
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The Cuairman. We will check into that. But what we are trying 
to do here is to avoid selling the complete project at a unit price, 
less than they were offering them to the individuals that lived in 
them. That has happened in a number of instances, and will probably 
happen again. 

Senator Frear. What you are proposing to do will help greatly 
those people that have to move out if they can’t buy them, and attempt 
to find houses. 

The Cuarmman. They go in and appraise these houses. If there 
are 100 of them, they appraise them at say $5,000 each. Well, the peo 
ple think the price is too high, and they don’t buy them. Then they 
offer the 100 units to the highest bidder. The highest bidder is $2,000 
a unit. Why should they sell 100 of them to me for $2,000 each, 
and refuse to sell them for $2,000 to the people that are now living 
in them. 

Senator Frear. Sure. 

The Cramman. We ought to try to avoid that in some way. 

Senator Frear. I agree. 

The Cruatmman. Because what we find is a general tendency to 
appraise them very highly, the individual houses. 

Senator Frear. I think that is true. It would probably be to de- 
crease the bookkeeping. 

The Cuarrman. Yes, but there is nothing wrong with it. I want 
them to get the highest possible price, but 1 don’t want them to sell 
100 of them for $2,000 apiece to 1 individual, when the people who 
are living in them may have to pay $4,000 for them. I think anybody 
will agree on that. 

Senator Frrar. That is a fine statement, sir. I am in 100-percent 
agreement with that, sir. 

The CHarMan. That is what we are trying to avoid in this new 
legislation, which I think we made be able to get through before this 
housing bill is completed. We, the Congress, directed them to dispose 
of these anits, these projects, and they are in the process of doing it. 
They are not violating any law at the moment, except they may well 
be appraising the individual units so high that the individuals will 
not buy them. If the individuals won't buy them, then they advertise 
the whole project as a unit for sale, and then under the law, they 
must sell to the highest bidder, but the highest bidder is very low. 
They are trying to do it fast at the moment, too. It all helps balance 
the budget. 

Senator Frear. Of course, I am in favor of balancing the budget, 
too, sir. 

The Cuarmman. I am, too, but I don’t want to see 100 houses sold 
to 1 individual for $2,000 each, where the 100 individuals living in 
the houses have to pay $4,000 apiece. 

Senator Frear. I also want to say I don’t think that is the most 
favorable way of balancing the budget, where the occupant of that 
house has to pay twice what it would really amount to under private 
sale. 

The CuHamman. Thank you very much, sir. We appreciate your 
testimony. 

Mr. Downer. Thank you, Mr. Chairman. 
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(The following was received with reference to the above :) 


MEMORANDUM FROM FrbperAL HOUSING ADMINISTRATION REGARDING PROPOSED 
AMENDMENT CONTAINED IN SECTION 801 (G) (3) oF 8S. 2938 


Section 801 (g) (3) of S. 2988 would provide, if enacted, that housing which 
“was offered with preferences substantially similar to those provided in the 
Housing Act of 1950 to veterans and occupants prior to enactment of said act” 
could be sold without regard to the preferences established in section 607 (b) and 
(c) of the Lanham Act. 

This amendment is to permit the Agency to pursue a normal campaign of sale 
in those few instances where the sales program had been initiated prior to the 
passage of the Housing Act of 1950 and adequate opportunity had already been 
or would be given to veterans and occupants to purchase the housing. It would 
eliminate another useless readvertising for priority holders and the ensuing 
delay which would be encountered. 

Our Audubon Park, N. J., project (NJ-28041), should the present sales plan 
fail, would present the situation that this amendment seeks to avoid. This 
project has been offered to the veteran and other occupants since prior to 1944 
and negotiations with regard to the sale of the property to a corporation formed 
from among the occupants have been going on since that date. These negotia 
tions recently ripened into a contract with the group for the sale of the property 
at a price agreed upon between it and the Government and under the terms set 
forth in section 607 (f), the project being one of those initially programed as a 
mutual housing community and where no downpayment was required. Because 
of many factors. including the lack of adequate school facilities, it is possible that 
this sale may never be consummated, even though the agency has spent over 10 
years in its efforts to dispose of the housing to those same priority holders 
mentioned in section 607 of the act. Should this sale presently fail, we would be 
required under the provisions of section 607 (c) to again advertise this property 
and wait the length of time prescribed in that section to determine whether 
another group could be formed from among the same people with whom we had 
been previously negotiating to purchase the property. It is this, and 3 or 4 
similar situations which might develop, that the proposed amendment seeks to 
prevent. 


The CuHairmMan. Our next witness is Mr. Charles Wellman, of the 
Glendale Federal Savings & Loan Association. 
Mr. Wellman, I see you have a prepared statement here. It is quite 
long 
g. 


STATEMENT OF CHARLES A. WELLMAN, VICE PRESIDENT, GLEN- 
DALE FEDERAL SAVINGS & LOAN ASSOCIATION 


Mr. Wetitman. Yes, Mr. Chairman. I would prefer, if it is satis- 
factory to the committee, just to file the statement. 
The Cuatrman. Without objection, your statement, as written, will 


be made a part of the record, and you may proceed to tell us anything 
vou care to. 


(The statement of Mr. Wellman follows :) 


STATEMENT OF CHARLES A. WELLMAN, VICE PRESIDENT, GLENDALE FEDERAL 
Savines & LOAN ASSOCIATION 

My name is Charles A. Wellman. I am executive vice president of the Glendale 
Federal Savings & Loan Association, a Federal savings and loan association 
with assets in excess of $90 million. We are engaged in making all types of loans, 
including FHA, title II, VA 501, title I, FHA property-improvement loans, our 
own unsecured property improvement loans and conventional mortgages with 
open-end provisions. My comments today wit! respect to the proposed housing 
bill ef 1954 are confined to 3 sections, to title I, and more specifically to the 
changes in title I of the section 203 FHA for 1- to 4-family residences, on the 
provision of title III respecting the reorganization of the FNMA and the pro- 
visions of title VI respecting the Home Loan Bank system. 
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Title I of the proposed bill makes or authorizes the President to make substan- 
tial changes and extensions in the FHA loan programs. The effect of these 
changes will be a considerable expansion of the use of the old title II section 203 
FHA loan. You certainly could not extend the term of a loan plan up to a 
maximum of 30 years, lower the downpayment requirements, extend the maxi- 
mum benefits to existing housing as well as new construction, relieve the previous 
statutory inhibition against the use of FHA for refinancing, and not have a sub- 
stantial increase in the use of the old 203 loan. Determining the desirability 
of making these changes is a difficult task. Certainly, however, making it easier 
for individuals to buy houses, for builders to huild houses, for realtors to sell 
houses, and for lenders to make loans on houses cannot be the sole objectives 
of any housing legislation. 

The costs that are involved must also be considered and there certainly is a 
price tag attached to the proposed extensions which must be critically examined. 
With respect to the changes in title I, there are two specific elements of price 
which need special attention. One element is the potential cost of the Federal 
Government of the proposed extensions ; the second element is the possible effect 
of the extensions on the distribution of power over and responsibility for the 
mortgage credit structure of the country as between the Federal Government 
and the private home financing industry. 

The Federal Government has a direct liability for all insured losses suffered 
by private lenders under the FHA plan to the extent that the specific FHA 
insurance fund is inadequate. Under the mutual mortgage insurance plan, the 
Federal Government, in effect, occupies the role of backstop. How strenuous and 
taxing a job the role of backstop is depends on how good a player is the insurance 
fund. Measuring the performance capacity of the insurance fund to cover fully 
all insured losses that might occur is, of course, a very difficult and complex 
task. No matter how carefully and comprehensively it is done, you will never 
come up with a precise mathematical answer. Nevertheless, unless this element 
of price, namely the possible cost of the Federal Government, is going to be 
brushed aside as totally irrelevant, such a task of measurement, with all of its 
limitations, must be undertaken. To measure the performance capacity of the 
insurance fund requires an analysis of 3 elements or 3 parts. One is the esti- 
mated risk inherent in the total portfolio, the second is the amount in the insur- 
ance reserve, and the third is the relationship between these two. The risk 
inherent in the portfolio is a constantly changing thing. It is affected by many 
factors. Most important of all, however, it is affected by the rate of growth of 
the portfolio and the risks inherent in the individual new loans being made. 

For example, if you had a total portfolio of $100 million of fully amortized 
loans and you made no new loans, the risk in that portfolio would diminish, for 
the unpaid loan balances would be consequently reduced. On the other hand, 
if you had this same portfolio of $100 million and merely replaced the reductions 
in it by new loans, and the risks in the new loans were no greater than the 
reducing risks of the existing loans, the risks of the total portfolio would remain 
the same. These two illustrations, however, are not characteristic of a dynamic 
mortgage portfolio, nor are they characteristic of the FHA insured operations 
in the past or as they are contemplated under this bill. 

The bill contemplates an expansion of the total outstanding volume of mort 
gages insured and at the same time it changes the risk characteristics of the new 
loans to be made. The stubborn fact is that increases in maximum loan amounts 
and extensions of the maximum term permitted materially influence the risk 
even if you assume the same property and hold all other elements of risk 
identical. 

Of course, if the insurance fund were now excessive, this would not be a critical 
problem. Unfortunately this is not the situation. The FHA prepared a study 
of the adequacy of its insurance reserves for the President’s Advisory Committee 
on Housing. The study showed the reserves on the basis of the existing portfolio, 
as of June 30, 1953, to be short between $70 million and $100 million. Nor was 
the committee satisfied with this study, excellent beginning thought it was. In 
fact, one of the recommendations of the President's Committee was that an 
independent, objective, long-range study for prospective foreclosures and losses 
should be made. It is this evidence of a deficit in the existing reserves against 
the existing portfolio that makes the possible cost involved in the new proposals 
assume even greater significance. ‘ 

How much, then, do the proposed changes in individual loan plans for the 
FHA title I, section 203, loan increase the possible risk? A simple illustration 
using the same assumptions as were employed by the FHA in its study will 
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mathematically indicate the possible extent of the increased risk. Assume a 
single-family residence valued by the FHA at $12,000. Assume a loss of the 
magnitude used by the FHA in its study at the end of the first 3 years of the 
loan. At a 4% percent rate on a 20-year term, a loan in the amount of the 
maximum permitted under the now current regulations will result in a possible 
gross loss of approximately $379. If you retain the same interest rate and 
hold the maturity of the loan still to 20 years but increase the amount of the 
loan from the present maximum to the maximum possible under the proposed 
bill, which is $1,000, you raise the possible loss to $560. In other words, with 
an increase in the loan amount of slightly over 10 percent, you increase the 
extent of the possible loss 47.75 percent. If simultaneously with the increase in 
the loan amount you extend the term for only an additional 5 years, you raise 
the possible gross loss to $609, an increase over the base figure of 60.69 percent. 

If the objective of the FHA operation is to make it a self-supporting operation 
to the fullest extent possible, these costs assume critical importance. How, 
then, can we deal with this problem? 

I would like to respectfully submit for the Congress’ consideration two possible 
amendments which at least might help in clarifying this problem. One would 
be to instruct the Housing and Home Finance Agency to carry out the recom- 
mendations of the President’s Advisory Committee on Housing to initiate an 
independent study of the possible long-term foreclosure and loan experiences 
and report back to the Congress. This would, of course, give a factual basis 
for the contingent liability of the Government on the existing portfolio. 

The other possible change would be to instruct the Commissioner of the FHA 
to increase the mutual-mortgage insurance premium rate to compensate for the 
additional risk when the President authorizes the use by the Commissioner of 
the maximum increases permitted by this bill. There is certainly no magic 
in a set annual premium rate of one-half of 1 percent. If one-half of 1 percent 
is an adequate annual premium rate for loans now being insured under current 
regulations, it is obviously inadequate to insure loans that would be made under 
the maximums or even short of the maximums permitted by this bill. We should 
create in the FHA insurance plan a flexible-premium rate dependent upon the 
estimated risk if the insurance of mortgages is to conform to the most elementary 
actuary principles. 

This whole problem of potential liability, of course, is present in an even more 
acute form in the VA program. Here, however, the problem is complicated by 
the fact that the veterans’ loan program is so intertwined with the whole issue 
of veterans’ welfare. Here, too, however, a similar study should be made to 
enable the Congress to more properly affiliate its contingent liability. 

The second element of cost is the effect the proposed bill would have upon 
the distribution of power over and responsibility for the Nation’s mortgage- 
credit structure. The great issue which is raised by the FHA insurance plan 
again for title I, section 203, loans is that it practically relieves the individual 
lender of any individual loss. Asa result of the assumption of this burden by the 
FHA, it has been forced to take over the basic lenders function of discriminating 
among potential buyers. This is proper. 

The FHA certainly cannot guarantee individual lenders against loans and 
simultaneously permit these same private lenders to perform the necessary 
underwriting functions of measuring the desirability of each loan. When you 
couple this necessary assumption of power with a financing plan considerably 
more liberal than that permitted private lenders in the conventional-loan field, 
you have put together the necessary ingredients for a highly centralized polit- 
ically directed mortgage system. The private lender no longer performs the 
classic function of a lender. One of the greatest virtues of a privately operated 
mortgage-credit system is the real and legitimate differences that exist between 
private lenders as to what constitutes a good borrower, what is good security, 
und what is a proper loan. When you centralize all decisions on these and 
similar matters into a single political agency, you are creating a highly brittle 
and rigid mortgage structure. You are, in effect, depriving that structure of 
the freedom and mobility it needs and requires. Many of the complaints both 
Government and private lenders have received about the low FHA valuations, 
unrealistic minimum property requirements and cumbersome processing pro- 
cedures are an inevitable consequence of that centralized-mortgage structure. 
Are we confronted with an either/or kind of choice? Must we have a highly 
centralized mortgage structure in order to have Government insurance? Per- 
sonally, I do not believe we are. I think our major problem has been that we 
have just gone along the path of the original FHA of 1934 when in the face of 
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the general economic climate 100 percent insurance was necessary. I do not 
believe that, in the run-of-mill single-family residence loan, you need 100 percent 
insurance. For other types of loans, for certain of the types considered in this 
bill, on which I am making no comment, you undoubtedly do need 100 percent. 

If we can eliminate 100 percent insurance, if we can more properly distribute 
risk of loss between the insurance fund and the private lender, we can have an 
insurance plan and at the same time a flexible mortgage structure. However, 
this is a difficult task. One possibility that certainly, to my knowledge, has 
never been adequately explored is the use of the insurance plan employed by 
the FHA in its property improvement loan where a portion of the portfolio is 
insured in each individual loan. The result is that the FHA title I property 
improvement operations are not involved in determining the desirability of 
each individual loan. Certainly you could not convert the present FHA setup 
overnight from 100 percent insurance to partial insurance of the total portfolio. 
This bill, however, seeks to extend to existing housing the benefits previously 
restricted to new construction. Here is a fruitful area in which the concept 
of pooled insurance might properly be used. 

The second major facet of the proposed housing program is contained in title 
III of the bill relating to the reogranization of the Federal National Mortgage 
Association. 

Actually, there is no essential economic difference between the current FNMA 
operations on military, defense, and disaster housing mortgages and the proposed 
special assistance functions assigned the reorganized facility by section 305. 

With respect to the other function of management and liquidation of the 
existing FNMA portfolio, the only essential change the bill makes in section 
306 is the provision of subsection B for private financing as a substitute for 
Treasury borrowings. 

I have two objections to this proposed change. First, replacement of Govern- 
ment debt by long-term private debt at this time would have a depressing effect 
on mortgage credit. The bill itself expresses efficial concern about an over- 
hasty liquidation of the existing mortgage portfolio. Pushing on to the long- 
term capital market obligations to finance the holding of mortgage loans already 
made would, in my opinion, have practically the same economic effects as would 
the direct sale of the mortgages themselves if the conversion of the obligations 
into private hands was successful to any extent. 

Second, to give the reorganized corporation’s capital the double duty of sup 
porting not only private financing of its secondary operation but also of what 
the President himself has termed “frozen investments” is risking inadequate 
performance by the corporation of both functions. 

With the single exception of conversion of public debt into private obligations, 
there is certainly no reason for such a reorganization of the existing FNMA as 
is proposed by the bill to deal with these two major functions. Indeed, if it 
were not for section 304, there would certainly be no necessity to convert the 
present stock of the FNMA, its paid-in surplus, surplus reserves and undis- 
tributed earnings into a new stock issue to be delivered to the Secretary of the 
Treasury, since at present all these amounts already belong to the Government. 
In fact, there might well be a disadvantage in such a conversion for by convert 
ing reserves and undistributed earnings into capital stock the Government is 
depriving itself of a possible cushion for the absorption of future losses which 
might arise in the further liquidation of the Government’s existing mortgage 
holdings. The basic changes proposed in title III, therefore, stand or fall on 
the practicality of the proposed secondary market operations outlined in section 
304 of the bill. 

Section 304 is an attempt by the administration to create a so-called secondary 
market, about which there has been so much discussion in the past few years. 
Most of the basic difficulties created by the proposals in this section arise 
because there is little incentive for membership in the facility and because the 
facility is being called upon to purchase outright assets offered it instead of 
lending funds on the security of those assets. These two essential changes 
separate the proposals from the experience of all secondary market operations 
previously developed to deal with real-estate mortgages. Because of the lack of 
incentive for membership in the facility, it is necessary to have Government 
ownership of the stock at the outset, and to resort to an elaborate device to 
convert eventually Government ownership into private ownership. 

This procedure as outlined in the bill requires the purchase of certificates 
by users of the facility equal to 3 percent of the dollar amount of mortgages 
sold the corporation. At this rate of certificate purchases, it will take the sale 
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of $2,333 million in mortgages to retire the Government stock. Pending this 
retirement of Government ownership, the certificates will not receive any earn- 
ings. To attach a price tag of 3 percent to the users of the facility and, 
simultaneously, to require, as does section A, that the price to be paid by the 
association for any mortgage purchased by it under this section should be estab- 
lished at or below the market price for that particular class of mortgage involved 
is, in effect, to discount all loans purchased at the very best 3 percent below the 
current market price for such mortgages. 

To make this discount more palatable, the 3 percent requirement could be 
reduced. A drop to 2 percent, however, raises the dollar amount of mortgages to 
be purchased by $770 million. If the certificate purchase requirement were set 
at only 1 percent of the loans sold to the facility, the corporation would have 
to buy $7 billion worth of mortgages at a price still 1 percent below, at best, the 
current market price. To expect investors to utilize a device of this kind under 
these circumstances is a forlorn hope. While the investor ultimately would 
recover his investment in that the certificate would be convertible into stock 
ownership when, if and as the Government investment is retired, this will cer- 
tainly take a considerable length of time. 

I personally would not place a value on the present worth of the future benefits 
which might accrue to an investor out of the conversion of these certificates to 
stockownership. 

One of the real but almost totally ignored problems of creating a genuine sec- 
ondary market facility is the constant insistence that such a facility purchase 
outright mortgages offered to it by its member institutions. A facility which 
operates on the purchase principle must confine its borrowings from the money 
markets entirely to the long-term market. It must depend solely on its own credit 
position. It must assume fully the risk of return of principal, of the servicing 
costs of the mortgages it buys and of the abrupt changes that can and have oc- 
curred in the long-term interest rate structure. In short, once you impose upon 
such a facility the obligation that it operate on a purchase basis, while at the same 
time it must obtain funds by borrowing in the capital markets, you create the 
credit dilemma which has haunted all of the debates on a secondary market 
facility. 

The dilemma can be briefly stated. Seemingly everyone wants some kind of a 
central mortgage facility. On the other hand, everyone is equally insistent that 
the proposed facility not operate as a primary lender. Unfortunately, no concise 
definition of the term “primary lender” is offered. However, what is obviously 
intended is avoidance of construction of a one-way street whereby mortgages 
enter the portfolio of the facility and never again emerge into the normal, every- 
day secondary market except at costly losses to the facility. How can this be 
prevented? The answer is simple but harsh. 

There is only one way such a facility can operate without being a primary 
lender. It must operate in response to the same pecuniary incentives that moti- 
vate the investment program of any other large lender. In essence, it must oper- 
ate like a private bank, a private insurance company, or a private savings and loan 
association. It must maintain a margin between the cost of its money and the 
yields it obtains on the mortgages it purchases wide enough for it to be a genuine 
private institution. This fundamental operating principle does not mean that 
the facility must invest its funds in exactly the same way as private landers. It 
does mean it must maintain a proper margin between cost and income. 

For a secondary facility not to operate as a primary lender, it must consummate 
its purchases on the same terms and conditions as those imposed by the vast net- 
work of banks and insurance companies which today constitute the private 
secondary market for mortgages. The postwar FNMA purchased loans of a type 
and at a price higher than the private market offered; hence, it became loaded 
with what the President termed “frozen investments.” The reason it could pur- 
chase at terms and conditions other than those offered by the private market was 
because its operations were animated by motives other than the pecuniary incen- 
tives which dominated the investment decisions of the private secondary market. 
It raised its investible funds under the protection of the Treasury at rates below 
the rates private investors paid for their funds. A successful Government-spon- 
sored mortgage facility must therefore be reasonably held to the same profit-and- 
loss bookkeeping as is a large insurance company or any other purchaser of 
mortgages. This means there can be no subsidy, direct or indirect, by the Gov- 
ernment to such a corporation. Such a subsidy can only operate to weaken, if not 
to completely destroy, the pecuniary motives which must dominate the facility's 
operations and, consequently, compel the facility to operate as a primary lender. 
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Even with such private incentive, the facility could still get locked in through 
abrupt changes in the yield structure. 

The critical point, however, is that secondary operations df the facility must 
be conducted without subsidy. yhether the proposed facility will in fact be 
subsidized or not depends entirely on the meaning of he separate accountability 
requirements of section 307 of the bill. Does the separate accountability apply 
to income and expenses as well as to assets and liabilty? What happens to any 
net income that may accrue to the corporation from performance of its special 
assistance functions and the mangement and liquidation of the existing FNMA 
portfolio? How are the expenses of operation to be allocated? 

These are critical questions, for if the existing earning assets of FNMA are 
turned over to the new corporation and if the new corporation is charged that 
rate of interest the present FNMA is currently paying the Treasury, substan- 
tial net income will be made available to the corporation. Even if this net in- 
come is not allocable to reserve and surplus accounts, it could easily be dissipated 
by absorbing expenses which would otherwise not be possible. 

The same can be said of net income arising from performance of the special 
assistance function. Here again a subsidized money cost is available through 
the Treasury. If this is directly or indirectly made available to the corporation 
in its secondary operations, we would again have an indirect but nonetheless 
substantial subsidy to the secondary operations. As a matter of fact, in view 
of the bookkeeping and accounting difficulties inherent in the consolidation into 
1 corporation of 3 diverse functions, 2 of which are subsidized, a serious question 
can be raised as to the desirability of a single corporation. 

It would be a much cleaner, clearer operation if the secondary market opera- 
tions were the sole concern of one corporation, and the subsidized operations 
of the proposed facility were handled by a second corporation. 

One further special comment needs to be made about the operation of the spe- 
cial assistance function where the facility will operate in effect as a primary 
lender to encourage the use of certain types of mortgage plans. 

Some types of incentive should be placed on lenders using the facility to absorb 
mortgages of the types designated so that the facility does not become a dumping 
ground. Subsidized insurance schemes assure builders of a ready and pressing 
market for houses financed under these specialized mortgage devices. Every 
effort should be made to require builders and lenders to assume a proportion of 
the risk involved in the long-term performance of such loans. It might be that 
a 3 percent or 4 percent deposit should be required to accompany the submis- 
sion of the loans to the facility. Such a deposit could be returnable after the 
expiration of a period of time depending on the performance of the particular 
mortgage submitted. This requirement would make the original lender a par- 
tial guarantor of the soundness of its own underwriting processes and hence 
would partially inhibit improper use of the facility. 

My final comment on the housing bill relates to title 6 and, more particularly, 
to section 603 wherein the Home Owners Loan Act of 1933 was amended. The 
amendments proposed by section 603 are the result of a long, tedious process of 
discussion and compromise between the interests of the administration, of certain 
Members of Congress, and of the savings and loan business. In these discussions, 
Congressman Gordon McDonough has played an important and valuable role, 
and the savings and loan industry and the Government owes Congressman 
McDonough much commendation for his patient work. 

Section 608 is an excellent example of how reconciliation of the various inter- 
ests of the business and of the Nation can be effected. Here the broad powers 
granted to the Home Loan Bank Board are spelled out in statutory form and at 
the same time the supervisory effectiveness of the Board is tremendously in- 
creased. The provisions of 603 give the Board for the first time a law of mis- 
demeanor and a method of enforcing it. For too long the Home Loan Bank 
Board has been confronted with the awesome choice of either using a conserva- 
tor to enforce its actions or of doing nothing. By the provisions of this section, 
the Board is, in effect, given the power to issue cease-and-desist orders after 
compliance with the necessary requirements of proper administrative proceed- 
ings and, in addition, is given resort to the judicial processes for the enforcement 
of such orders. This fills a tremendous void in the previous processes of the 
joard. On the other hand, however, by writing into the statute inhibitions on 
the use of this power and by spelling out the grounds on which conservators may 
be appointed, guaranties are given to the industry against arbitrary use of this 
enhanced power. 





1d at 
v jin- 
mis- 
Sank 
prva- 
‘tion, 
after 
ceed- 
ment 
f the 
is on 
may 
' this 


HOUSING ACT OF 1954 281 


Mr. Weiuman. Mr. Chairman and members of the committee, my 
name is Charles Wellman. I am executive vice president of the 
Glendale Federal Savings & Loan Association, a Federal savings and 
loan association with assets in excess of $90 million, and an association 
which is engaged in making all types of loans. 

My comments to the committee today are confined principally to 
those sections of title I of the bill, making changes in the old title IT, 
section 203, to the provisions of title III of the Dill respecting the re- 
organization of the Federal National Mortgage Association, and the 
provisions of title VI on the Federal Home Loan Bank System. 

Title I of the proposed bill makes many substantial changes in the 
old title II, section 203 1- to 4-family housing units. As Mr. T. B. 
King of the V eterans’ Administration, testified before this committee, 
the effect of these changes, as to loan amounts, amortization terms, 
use of FHA for refinancing, and the extension of maximum term and 
amount to existing housing, will have the effect of placing nonveterans 
in virtually the same position on housing credit as has been reserved 
previously to veterans. 

In short, the bill will extend and liberalize considerably the credit 
terms previously available only to veterans, and there seems to be 
no disagreement among all of the various groups concerned with this 
bill as to that effect. 

Of course, from that solid point of agreement, you branch off into 

various types of disagreements, which range all the way from how 
FHA should be or ganized, down to questions of whether or not the bill 
actually is a step toward or a step away from the private enterprise 
concept. 

However, I feel that the basic issue, the key to the reconcilement of 
these various differences of opinion, lies in the contingent liability of 
the Government on the FHA plan. 

Under the mutual mortgage insurance scheme, the Government is a 
backstop. Ifthe insurance fund is inadequate to cover any losses that 
might be insured, the Government is to make up those losses. At the 
present time, under title II, section 203, I believe the insurance re- 
serve is approximately 1.6 percent of the outstanding insured port- 
folio. 

The Cuarrman. And what is that? 

Mr. Wetitauan. About $151 million, as I recall it, on a portfolio in 
excess of $9.5 billion. 

I am limiting this only to section 203, the one- to four-family hous- 
ing plan. 

The Cuarrman. And that,. you say, is about 1.6 percent? 

Mr. Wetiman. That isr ight. 

' oa CrarrMan. What is the reserve to the total outstanding of all 
THA ? 

Mr. Wetiman. I don’t believe if you except the insurance fund to 
the property improvement loans, which is a separate type, that would 
change the figure materially. I would guess it is about 1.4 to 1.8 on the 
total insured program, title I, section 8, title II, and all the other var- 
ious titles. 

The Cuarrman. You think that reserve is large enough ? 

Mr. Wet_man. No, sir, I do not. 











282 HOUSING ACT OF 1954 


And I think that the FHA, at the request of the President’s Ad- 
visory Committee on Housing, prepared a study of the adequacy of 
the insurance reserve. That study is contained in appendix 7 of the 
FHA and BA subcommittee report. And it showed that on the basis 
of certain assumptions, which you naturally have to make if you are 
going to calculate the adequacy of reserves, on the basis of those as- 
sumptions the fund is short approximately $70 to $100 million, and 
that the effective reserve needed would be in the neighborhood of 2% 
percent of the total outstanding portfolio. 

Of course, as I have said, it is difficult to calculate reserve require- 
ments, and one of the weaknesses of the FHA study itself is that the 
reserve is calculated on the existing risks in the existing portfolio. 
The study was made on the assumption of the portfolio as of June 30, 
1953. And, of course, calculating reserves is a product not only of 
what risks you have already assumed, it is a product of what you are 
going to take on, as well as the rate at which you make new loans. 
In other words, if you had a $100 million portfolio and let it run off 
and not add any loans to it, your reserve requirement would decrease. 
On the other hand, if you were to double your portfolio within a year, 
you would have the effect of substantially increasing your risk of loss. 

Now, what is the effect of these various proposed liberalizations in the 
title 11? If you take the assumptions that the FHA made in its study 
of risk of loss, you would find that a brandnew loan made today, 
if it had a loss of the magnitude assumed by the FHA study, at the 
end of 3 years it would have a gross loss—that is the loss before you 
deducted the amount of the insurance premiums paid—in the amount 
of $379. On a $12,000 valued house, the maximum loan today would 
be $9,600. But when you raise substantially the amount of the loan, 
and extend the term, you materially affect that risk. For instance, 
under the proposed bill, the maximum amount of this loan, on this 
same property of $12,000, would be $10,600, a little over a 10 percent 
increase. 

The effect of that increase in the loan amount is to raise the amount 
of risk 4734 percent, because it is the top amount of the loan that is 
involvedinthe risk. If, at the same time, you extended the term from, 
say, 20 years to 25 years, you would raise that amount of risk 60 percent. 

So, the maximum amount of loan you make, and the term for which 
you make that loan, on any piece of property—regardless of what kind 
of property it is—frequently affects the amount of risk that you assume. 
And that is what the effect of these extensions, if they are put into 
operation, would be. It would be a material increase in the risk on an 
insurance fund that is already admittedly inadequate. 

Now, of course, the problem is, what can be done about it. I per- 
sonally do not feel that the choice is either abandoning the concept of 
insurance, or going on and accepting, with no changes, this material 
increase in the contingent liability of the Government. 

For example, the President’s Advisory Committee recommended 
that an independent objective study be made of the inherent risks in 
the portfolio. And I would respectfully submit and suggest to this 
committee that any legislation respecting housing should instruct the 
Housing and Home Finance Agency to cary on such a study so that 
the Congress and the administration would be in a position of know- 
ing, at least on the basis of certain assumptions, the extent of its risk. 
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The second suggestion for dealing with this problem is a rather 
ancient method, and it is the method of changing the premium rate. 
If you are going to have a relatively weak company and you want 
to borrow money, you pay a rather high interest rate. If you are 
classified as a single A corporation, you can borrow at one rate; if 
you are a triple A corporation, you can borrow money at another rate. 
We seem to have gotten into the position with the FHA that a half of 
1 percent of mortgage insurance premium is the most and the least 
that is going to be charged. There is no variation whatsoever in the 
premium rate charged by FHA, irrespective of the type of risk that is 
underwritten by the FHA, and there is certainly no magic in a half of 
1 percent. If you are going to increase the risk 40 or 50 percent by 
increasing these amounts and extending the term the Commissioner of 
the FHA should vary the insurance premium. 

If you increase the risk 50 percent, that would mean an increase in 
the premium rate from one-half of 1 percent to three-quarters of 1 
percent. 

If an individual comes into the Glendale Federal and he wants a 
conventional loan at a third of the appraised value of the property, 
we certainly are going to give him a loan at the lower interest rate 
than if he wants the maximum loan that we permit. And there is 
no reason, if the mutual-insurane fund is really going to be an 
insurance fund founded upon the elementary principles of actuary 
practice, why, to the extent of the liberalization of this bill, the 
premium rate should still remain the same, regardless of the class 
of risk that is taken on. 

Now, the same problem applies with the FHA, where you have 
the FHA insuring the lender against any kind of risk, practically. 
You get a situation where the lender no longer performs his classic 
function of deciding who among these applicants is a good borrower. 
One of our biggest problems is the fact that lenders are tending 
more and more to throw onto the insurance fund or onto the FMA the 
problem of doing all the underwriting. Is this a man a good bor- 
rower? Is this a good property? Is this the kind of a house we 
want to make a loan on? How much of a loan should we make? 

And the result of that is that the prejudices and opinions—and 
sie can’t escape prejudices and opinions in the mortgage-lending 

usiness—become fixed, because the FHA becomes the sole arbiter 
of these matters. 

I personally would like to see us, at least on certain classes of 
property, get ourselves in a position where we don’t have a straight 
100-percent insurance. The 100-percent insurance was a necessity 
in 1934. We could hardly get anyone to make a loan on anything 
in 1934. That is not the problem in 1954. 

Now, I agree on sections such as 221 or 220, the problem of 
100-percent insurance may be important. But when you have a 
run of the mill average type of single-family residence in a good 
neighborhood, with a sound borrower, is there any reason why the 
Government should assume the full risk? The Government doesn’t 
assume the full risk on a property improvement title I loan. They 
insure a portion of the portfolio, so you can charge against that 
portion your losses up to a certain percentage. The effect is that 
the Government in title I is not determining the desirability of 
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each individual loan. And the overhead and the opinions of the 
Government do not assume such tremendous significance as they do 
in the case of a title IT loan, where the Government is asked to 
examine the desirability of each loan because it is insuring each loan 
practically up to 100 percent. 

Here again I would suggest that the Commissioner be asked to 
make a study of the FHA operations, as to whether or not we could 
not develop within the FHA program certain classes of mortgages 
where the risk of loss would be shared between the individual lender 
and the Government, instead of having the situation today, which 
is that the Government takes all of the risk. 

I think that in the FHA we can, with one step at a time—not 
change it overnight, but gradually—on some of these very basic 
aspects, change its character so that it becomes more of a partner- 
ship between the individual lender and the Government instead of 
as it is at the present time, where the Government takes all the risk 
and has an insurance fund that is admittedly inadequate. 

Now, on title III of the bill you have many provisions respecting 
the so-called FNMA. Actually, on the matter of special assistance 
and the management and liquidation of the existing FNMA portfolio, 
certainly if you were limited just to those two functions there would 
be no reason for converting the present Government stock, the surplus, 
the reserves and undistributed earnings, into a new stock issue. As a 
matter of fact, there might be considerable argument against doing 
that, because if FNMA takes any losses on its liquidation of its exist- 
ing portfolio, you would have, by converting the reserves and surplus 
into stock, in effect deprived the corporation of any cushion out of 
which to absorb these losses. 

So this very elaborate mechanism that has been set up in title III 
actually rests and stands or falls entirely on whether or not it is 
really going to function as a secondary mortgage operation. The 
key to all the changes that are made in the FNMA operation is not 
special assistance or the management and liquidation of the existing 
portfolio, but it is whether or not it will be an effective secondary 
market operation. 

On the secondary market aspects of it, I have two basic criticisms. 
My first criticism is that there is practically no incentive for member- 
ship in the facility. When the Federal Reserve System was set up, 
membership was compulsory on the part of the national banks, and 
they were compelled to contribute up to a maximum of 6 percent. of 
their capital and surplus. Actually, the Federal Reserve only called 
for 3 percent of that 6 percent, or half of the 6 percent. 

In the case of the Federal Home Loan Bank System, when it was 
set up, the Federal savings and loan associations were compulsory 
members of that, originally on a stock purchase of 1 percent of their 
total mortgages, which has subsequently been changed to 2 percent. 

Actually, there is no incentive really for anyone to become a mem- 
ber of this, particularly when the only way you can raise your money 
is by charging a 3 percent or 2 percent—it doesn’t make much differ- 
ence which it is—to whoever uses the facility, particularly when you 
put the proviso on it that the only basis upon which you can sell 
mortgages to the facility, under this section of secondary mortgage 
operations, is if the facility buys at or below the existing market price. 
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So, an individual or a corporation comes in to sell mortgages, what- 
ever the cost of selling it absorbs, the 2 or 3 percent of the stock mem- 
bership, and it takes it and sells it at whatever the going market price 
is. So, if the market price were 97 on mortgages, and it costs, say, 
a half a percent to sell, at the 3-percent stock requirement you would 
be down to selling mortgages to the facility at 344 percent. The 
result of that would be that I doubt very much if many corporations 
or individuals would actually use the facility. 

But even more important than the problem that, in my opinion, 
there is no real incentive for membership in it—which I believe will 
almost foredoom it before it gets started—is the problem that this 
facility is a very unique kind of an animal. It is operating on the 
purchase principle, and to my knowledge there has never been a sec- 
ondary market operation where the facility had to borrow its money 
from the general public then purchased assets, instead of lending on 
their security. 

The Federal Home Loan Bank System, for example, lends money to 
its member institutions on the collateral of mortgages. The result 
of that is that the institution that makes the loan is taking the basic 
risk. If the price of mortgage shifts, it is in the position of taking 
the risk of the change in price, and it still has to pay back its debt. 
But, if a secondary market facility goes in and borrows money and 
then in turn buys mortgages, it takes all the risks. If the price level 
goes down, it is stuck; it is locked in. If the price level goes up, it is 
a hero; it has made some money. 

Now, of course the Federal Reserve can operate on that principle, 
but the Federal Reserve can manufacture its own funds, and there 
is a very sharp distinction between a secondary market facility that 
can’t manufacture its own funds, that has to go out in the market and 
borrow its money, and then turns around and does not lend on the 
securities of mortgages, but actually goes out and buys mortgages. 
And the result of that, in my opinion, is that the operation is being 
called upon to do something that it simply cannot do. 

There have been central mortgage banks in Europe, and those that 
have existed there have been on the principle of lending on the col- 
lateral. There would be nothing the matter, in my opinion, for a 
corporation to be set up where it lent money to its members, say, on 
an 18-month basis, and made collateral funds available to individuals 
that wished to use the facility. You would have an entirely different 
principle of operation, a loan principle, rather than an outright pur- 
chase principle. Then you have distributed the risk between the bor- 
rower and the facility. 

When you set up a facility that is going to buy mortgages on an 
without-recourse basis, as is proposed here, you will have a situa- 
tion where, in my opinion, the facility can easily get locked in. It is 
going to be the type of operation where it has to operate, it has to 
buy low and sell high, or it is not going to function ectivety, And a 


secondary market facility that operates on the borrowing principle, 
in my opinion cannot also operate on the purchase on a 

The Carman. Did you testify before the House committee ? 

Mr. Wetitman. No, sir. 

The Cuatmrman, Are you going to? 

Mr. Wetiman. Yes, sir; this afternoon. 
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Those are my two basic objections to the present arrangement under 
FNMA. 

I feel there would certainly be nothing wrong with the committee 
setting up a corporation that could lend money on 12-month or 18- 
month basis, on a collateral-loan principle. And in that way it would, 
I believe, avoid this basic problem of buying, when it is, at the same 
time, not making its own money but borrowing its money from the 
long-term ‘apital market. Actually, I would prefer to see two 
corporations. 

The thing that concerns me the most with the present FNMA opera- 
tion is that there is a subsidy involved in the existing FNMA market, 
a subsidy that amounts to about $33 million a year, because FNMA 
is currently borrowing its money from the Government at a rate of 
interest lower than the commercial banks or the si avings and loans, or 
any of the other financial institutions pay for long-term money. In 
fact, it is at a lower rate than the Government itself is paying for 
long-term money, in terms of savings bonds. And that differential be- 
tween the 214, FNMA is currently paying, and the rate of interest it 
is getting on its money, in terms of the mortgages it is holding, is in 
effect a concealed subsidy. 

Now, I must confess I am not sure what section 307 of the bill says 
when it calls for separate accountability. If that means separate ac- 
countability as far as assets and liabilities are concerned, that is one 
thing. If it means separate accountability insofar as income and ex- 
penses are concerned, I think that is a very important difference, be- 
cause if the net income arising to the FNMA operation, through use 
of Government credit in effect, could be made available to the FNMA 
in its secondary market operation, you would never get a true test of 
how effective this secondary market really was. 

My final comment is on title VI, and that will be very brief. 

I feel that the changes proposed in the supervisory authority of the 
Home Loan Bank System is an excellent step forward. I think it is 
a good example of how the Government, the executive branch, the 
Congress, and industry, can, over a long period of time, gradually 
work out these problems. Maybe everybody isn’t completely satis- 
fied, but it represents a real step forward. It gives the Home Loan 
Bank Board a greater supervisory authority than it previously had. 
It can now use a cease and desist type order, and at the same time it 
writes into statute law restrictions on the use of that power so that it 
is not arbitrary. 

Thank you very much, Mr. Chairman. 

The Cuatrman. Any questions, Senator Payne? 

Senator Payne. No questions. 

The CratmmMan. Senator Frear? 

Senator Frear. I would like to ask one question: When the FNMA 
disposes of these assets, it also transfers the risks, does it not? 

Mr. Wertman. That is right. 

The CxHarrman. Thank you very much, Mr. Wellman. You have 
given us a lot to think about. We appreciate your testimony. 

Our next witness is Mr. Henderson of the American Council on Hu- 
man Rights. 

Do you have a prepared statement, Mr. Henderson ? 

Mr. Henverson. Yes, sir. 
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The Cuamman. Do you want to read it ¢ , 
Mr. Henperson. I would prefer to talk from it, and I will be brief. 


STATEMENT OF ELMER E. HENDERSON, DIRECTOR, AMERICAN 
COUNCIL ON HUMAN RIGHTS 


Senator Frear. Mr. Chairman, may I ask a question before Mr. Hen- 
derson begins? 

The Cuamman. Yes, Senator Frear 

Senator Frear. Will you tell us what the American Council on Hu- 
man Rights is, briefly ¢ 

Mr. Henperson. Yes. If you don’t mind, it is in the first paragraph 
of my statement, and I will read that. 

Senator Frear. If that will be a part of the record, you need not 
restate it. 

The Cnamman,. Proceed, Mr. Henderson, in your own way. 

Mr. Henperson. Thank you, Senator. 

We have been before this committee a number of times, as you know, 
over a period of years, and we have talked generally on the same 
theme. 

I would like to make it very clear that our organization is heartily 
in favor of any and all programs that will help to improve the housing 
conditions of the American people. 

Our particular interest is in housing for minority groups, and that 
is a very crucial problem with us today. I think your own investiga- 
tions have shown that to be the case. 

The Cuatrman. Yes. 

Mr. Henperson. Now, we supported the Housing Act of 1949 very 
strongly. We supported all of the provisions of that act. We were 
quite interested in the slum-clearance features, because we believe that 
our cities should be more beautiful places in which to live. We believe 
there should be better homes for the people, and we know all of the 
consequences of slum life. 

I would like to call to the attention of the committee a very impor- 
tant, I think, publication, which was recently released by the Chicago 
Daily News, based upon a collection of articles in that newspaper on 
slum conditions in Chicago. I don’t ask that this be made part of the 
record, but I would just like to make it available to the committee in 
the event any of its members or staff may have a chance to peruse it. 

One thing those articles bring out—and it is not only true in Chi- 
cago, but is true also all over the country in our large metropolitan 
areas—is that a very large percentage of the inhabitants of those 
areas, Which are now design: ited as slums, happen to be Negroes or 
other minority groups. Slum conditions have had a great effect on 
their morale, on their outlook on life, and on the treatment they have 
received from the general population. 

So, from that standpoint, we are very interested, and have long 
been, in slum clearance. We are interested in seeking, as best we can, 
to have the Congress adopt the best legislation that it can to increase 
the housing available to minority groups. The need for that is so 
great today that it would hardly seem to be necessary to document it. 
But I would like to offer for the record a very brief one-sheet tabula- 
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tion of what Housing and Home Finance Agency seems to feel is the 
need today among the minority groups, the housing need. 

The Cuarmman. Is that a part of your statement ? 

Mr. Henverson. No, sir; it is not. 

The Cuatrman. First, without objection, the statement of Mr. Hen- 
derson will be made a part of the record, and all of his remarks will 
be made a part of the record. And then this memorandum will be 
placed in the record. 

(The information referred to follows :) 


STATEMENT OF ELMER W. HENDERSON, DiRecTOR, AMERICAN COUNCIL ON HUMAN 
RIGHTS 


Gentlemen, I have the honor to represent the American Council on Human 
Rights, a cooperative program of 6 national college fraternities and sororities 
with over 1,000 undergraduate and alumni chapters on college campuses and in 
cities throughout the country and with a membership of over 70,000 college- 
trained persons. Our 6 constituent organizations have been established from 
over 30 to more than 40 years and the council itself is nearly 6 years old. The 
council’s purpose is to mobilize the influence and resources of its members to 
secure the extension of fundamental human and civil rights to all citizens within 
the United States. The council is a nonpartisan organization containing both 
active Republicans and Democrats among its members, some of whom hold 
positions of prominence in the present administration. 

We are here to comment upon the Housing Act of 1954. Our council has long 
been interested in housing and we have appeared before your committee many 
times. Negroes, in particular, have been severely affected by the low quantity 
and quality of housing available to them due to a great extent by historic dis- 
criminatory practices of the real-estate industry. 

We have supported comprehensive legislation such as the Housing Act of 1949 
in the belief that it offered an effective approach to our problem. We recognized 
its deficiencies without appropriate safeguards but felt that with fair and just 
administration advantages would accrue. We have been greatly disappointed. 
Comparatively few benefits have come to our group in the 5 years under this 
measure. On the other hand, the slum clearance and redevelopment features 
of the act have often been used as a weapon to clear Negro residents from areas 
where they have lived for generations, build new and modern housing thereon 
and then bar the cleared Negro residents from renting or purchasing the new 
houses. The public housing provisions, which we have strongly supported, have 
not had sufficient appropriations to be effective in meeting the serious needs that 
so clearly exist. 


SLUM CLEARANCE 


In spite of our experience under the 1949 act we still favor a program to rid 
cities of slum and blight and to check the spread of hate if at all possible, 
We, therefore, support the broader urban renewal program contained in the 
pending bill. We insist, however, that this program be administered fairly and 
equitably for all and with no discrimination because of race in the selection of 
areas for demolition, the displacement of families, or the rental or sale of new 
housing constructed on the cleared sites. I think it only fair to say that the 
yovernment and private developers are inviting extensive litigation if these 
policies are not adopted. 

I would like to offer again an amendment we suggested in 1949: that those 
persons or families displaced by slum clearance be given priority in any new 
housing built on the cleared land providing, of course, they meet the economic 
requirements. 


RELOCATION 


All evidence points to the fact that the relocation provisions of the 1949 act are 
not being observed by the local communities nor enforced by the Federal Govern- 
ment. This is one of the most serious aspects of slum clearance. 
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We suggest that page 75, line 18, of the present act be amended to require that 
adequate plans be made in advance for the rehousing of displaced families in 
accordance with section 105—C of the 1949 act. Also that on page 73 the workable 
program should include plans for adequate rehousing. 


RENEWAL 


We favor provisions to prevent further deterioration of property and neigh- 
borhoods that can be saved but this is no substitute for genuine redevelopment. 


FHA—PRIVATE ENTERPRISE HOUSING 


We have long complained about the lack of participation by Negroes in the 
private enterprise housing insured by the FHA. Only minor improvements have 
resulted. The Congress must act to see that FHA policies are adopted that will 
assure that Negro citizens obtain a fair and just proportion of the new housing 
to be constructed. 

We propose that the pending bill be amended to include the following: ‘“Mort- 
gage commitments under all FHA titles are to be issued to all segments of the 
population on the basis of their share of the effective housing demand.” 

We further propose that the bill be amended to prohibit FHA insurance of 
property to be sold or rented unless prior commitment is given that the owner 
will not discriminate against persons because of race or color or religion. 


FNMA 


More precise instructions must be given to FNMA. The wishes of the Senate as 
contained in the report of the 1953 bill were not carried out. Although advance 
commitments were given to some 213 housing available to Negroes, it was not on 
a priority basis as this committee seemed to intend. 


PUBLIC HOUSING 


We are willing to experiment in regard to the new approach to low-income 
housing. But until the experiment has proved itself effective, the Government 
should continue and expand the public-housing program. 

We propose that a public-housing program in line with the numerical objectives 
of the 1949 act be included in this bill. 

We do not wish our criticism of the way the Federal Government's housing pro- 
gram has operated to be considered a reflection on either President Eisenhower or 
Administrator Cole. Both have shown an acute awareness of the problems of 
minorities and a willingness to do something about it administratively. Mr. 
Cole has constantly warned the building industry of the necessity to do some- 
thing about the housing needs of minorities. The Congress, however, should pro- 
vide the basic legislation to strengthen their hands. 

Great work has also been done by the race relations staff in HHFA and con- 
stituent agencies. This staff should be strengthened and enlarged. 





How Bie Is tHE Hovusine Jon RELATING TO NONWHITES IN NONFARM AREAS? 


The magnitude of the nonfarm housing job required to serve nonwhite families 
adequately can be estimated from 1950 census data and projections applied to 
the nonwhite segment of the housing inventory and population changes. Such 
analysis for the intercensal decade, 1950-60, indicates that some 2% million non- 
farm dwelling units would need to be provided through new construction, con- 
version, or rehabilitation to serve nonwhite families adequately by 1960. To 
meet this need within any reasonable period will challenge private industry to 
increase greatly the provision of good housing available to nonwhite families 
through new construction, conversion, or rehabilitation in nonfarm areas. If 
this total job were to be done by 1960, approximately 250,000 such nonfarm units 
would have to be so provided annually to serve nonwhite families adequately, 
and even to meet half of these requirements would mean an annual average of 
125,000 such units. 

The Federal Government is ready to assist the housing industry in this task 
but the pace at which the job will be done rests largely with the industry itself. 
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This analysis for the intercensal decade, 1950-60, derives the following esti- 
mates of specific components of nonfarm housing requirements for nonwhites: 


Additional nonfarm units needed for new nonwhite family formation 700, 000 
Nonfarm units occupied by nonwhites (in April 1950) which were 

identified in the 1950 census as either dilapidated nonfarm units 

or urban units lacking private bath or toilet , aa _. 1, 600, 000 
Nonfarm units occupied by nonwhites (in April 1950) which will be 

lost by 1960 through disaster, demolition, ete....-.....--_--______ 40, 000 


Total nonfarm units needed to be provided during 1950-60 through 

new construction, conversion, or rehabilitation to serve nonwhite 

requirements adequately. (These estimates include no allowance 

for any vacancy or undoubling in nonfarm units occupied by non- 

whites, nor for their net inmigration to nonfarm areas.) 2, 500, 000 

(Prepared by B. T. MeGraw in consultation with E. BE. Ashley Iil. Racial 
Relations Service, Housing and Home Finance Agency, Washington, 25, D. C.) 

Mr. Henverson. In the last line of the statement, it says, “2,500,000 
total nonfarm units needed to be provided during 1950-60 through 
new construction, conversion, or rehabilitation to serve nonwhite re- 
quirements adequately.” 

One of the reasons, Senator, as we have said in other appearances 
before this committee, for the severe state of housing conditions 
among the Negroes now, is the historic discriminatory practice of 
the real-estate industry. We have tried in every way we could to 
induce the administration and the Congress to recognize this fact and 
put into legislation some safeguards that would enable minorities to 
get the benefit of the Federal Housing programs. 

Going back to the matter of slum clearance, I would like to say that 
Administrator Cole of the Housing and Home Finance Agency has 
recognized very, very well the importance of trying to do something 
about the minority housing problem, if we are going to have a suc- 
cessful slum-clearance program. I notice that among his many 
speeches, the House and Home magazine contains an article, stating 
as a headline, “Slum Clearance Depends on Solving Minority Housing 
Problems, Says HHFA Administrator.” 

Unfortunately, in this legislation, although I am not critical of the 
legislation as such, there are no specific provisions that I have been 
able to find, that would particularly help us. 

We hope to be brought in under the general stream of all the peo- 
ple who are to benefit by this legislation, but I think we need a little 
more than that today. 

The Cuamman. What do you think we might do? 

Mr. Henverson. Well, I will skip down here to FHA—what I call 
private-enterprise housing. 

The background of this is so well known to all the Senators, that I 
won't go into all of it. We would like to suggest two things. One 
is that the pending bill be amended to include this following state- 
ment: 

Mortgage commitments under all FHA titles are to be issned to all segments 
of the population on the basis of their share of the effective housing demand. 

I believe that FHA can do that under its overall general program. 
It has done that in some instances. They have set up priorities for 
articular groups in the population who have not been equally treated 
by the industry under this legislation. I believe they could do it 
again in a way that would not discriminate against anybody else, 
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and would help to correct the inequities that now exist. We would 
like the committee to consider that. 
(The following was received for the record :) 


HovusinG AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 6, 1954. 
Hon. HoMer EB. CAreEHART, 
United States Senate, Washington, D. C. 

Deak SENATOR CAPEHART: We have carefully studied Mr. Elmer Henderson's 
proposed amendment to the pending housing bill, 8S. 2938. Mr. Henderson has 
suggested an amendment which would provide “Mortgage commitments under 
all FHA titles are to be issued to all segments of the population on the basis 
of their share of the effective housing demand.” 

Let me say first of all that the Federal Housing Commissioner and I are com- 
pletely sympathetic with the objectives of Mr. Henderson's proposal. We cannot, 
however, recommend the inclusion of the language which he has suggested. 
Our reasons stem from the very real difficulties which the Federal Housing Ad- 
ministration would experience in attempting to administer the insured mort- 
gage program on the basis of this or any similar formula. As you will realize 
the Federal Housing Administration is essentially an insuring agency which 
issues its commitments to lending institutions on the basis of their applications. 
Commitments are not and could not be issued to “segments of the population.” 
At the same time both Mr. Hollyday and I are equally presuaded that the Fed- 
eral Housing Administration program of mortgage insurance ought to be and 
will be administered on a basis which will encourage the provision of good 
housing freely available to members of minority groups and financed on terms 
within their ability to pay. 

You have asked for an explanation as to how the pending legislation would 
provide an adequate amount of housing for minority groups. You have further 
asked for a concrete indication as to how the Federal Housing Commissioner 
would administer the National Housing Act so as to assure minority groups a 
fair share of FHA insured housing. These seem to me eminently proper ques- 
tions and I shall here attempt to set forth our answers. 

As you know, the pending legislation does not provide a special program for 
the benefit of minority groups. Frankly, I should be most reluctant to see legis 
lation of this type incorporated in the bill. It is my firm belief that we will 
best reach the objective of providing adequate housing for our Negro and other 
nonwhite citizens by administering the Federal Government's housing activities 
so that these citizens like all others have equal opportunity to buy or rent good 
housing. If we were to attempt to develop a special program for the benefit of 
minority groups we should be recommending what is essentially class legisla- 
tion—legislation which in my judgment could tend to perpetuate rather than 
cure the un-American prejudices which disadvantage our minority group 
families. 

The provisions of the pending bill, which would authorize the FHA to insure 
mortgages on both new and existing housing on terms better adjusted to the pay- 
ing ability of all families of moderate income, should be of particular help to 
minority group families, many of whom are now effectively priced out of the mar- 
ket. The provisions of the bill which are designed to encourage the moderniza- 
tion and rehabilitation of existing structures will make good, inexpensive hous- 
ing available to many families, both white and nonwhite, whose housing re- 
quirements are not adequately met by the purchase of small new homes. 

I am convinced that these provisions, plus the proposals affecting the Federal 
National Mortgage Association about which I will comment later, will give the 
Federal Housing Administration the legislative authority which it needs. 

Turning to the matter of administration, the FHA now requires that no dis- 
tinction whatever be made as to race, creed, or color on applications for mort- 
gage insurance and that underwriting considerations should recognize the right of 
equality of opportunity to receive the benefits of the mortgage insurance system 
and of obtaining adequate housing accommodations irrespective of race, color, 
creed, or national origin. FHA’s instructions require that determinations ad- 
versely affecting eligibility of properties for mortgage insurance and the degree 
of mortgage risk on the valuation of the property to be insured be supported by 
observable conditions, precedent, or experience directly applicable to the subject 
case. Other policy statements and instructions likewise emphasize that each 
case is to be treated on its merits as an insurance transaction. 


292 HOUSING ACT OF 1954 


The Federal Housing Commissioner and I have reepatedly stressed in public 
statements and conferences with industry representatives that the minority 
housing market needed and must receive priority attention. There are indica- 
tions, and important ones, that both the building and lending interests of the 
country are now devoting honest efforts to meeting the housing needs of minori- 
ties. Both the National Association of Home Builders and the Mortgage Bankers 
Association have recently established working committees to push the production 
and financing of good housing for Negroes. The Racial Relations Service of the 
Housing and Home Finance Agency is working closely with these new organiza- 
tions to give them every possible help in the task they have undertaken. 

I have been particularly impressed with the suggestion of the life-insurance 
representatives for the establishment of a voluntary home credit program. You 
will recall that the draft bill presented to your committee specifically states that 
one of the major purposes is “To encourage and facilitate the flow of funds 
for housing credit into remote areas and smaller communities where such funds 
are not available in adequate supply and without regard to race, creed, or color.” 
I believe there are real possibilities of achievement in this effort, and I hope the 
Congress will act favorably on the proposal. Regional mortgage credit extension 
committees could become a significant new means for encouraging the investment 
of private funds in FHA and VA loans to minority families. 

I should like to make a very frank statement about the problem of minority 
housing. There is no question that our minority citizens have been disadvant- 
aged in ways which I consider shameful. We have every intention of so ad- 
ministering the new legislation, if passed, in every way which will tend to correct 
that situation. I am realist enough to recognize, however, that the only real 
test of our efforts will be a steady and substantial increase in the supply of 
housing available to nonwhite families. I.am optimistic that this will happen. 
However, if after a reasonable period of time I am not satisfied with the progress 
being made, I want to make it perfectly plain that I would have no hesitancy 
in recommending to the President that he use the authorities under title III of 
S. 2938 to give direct, special assistance to housing for minority families. Such 
action should be taken only if necessary, but if other means prove inadequate 
FNMA support for minority housing would, in my judgment, be fully justified. 

Sincerely yours, 
ALBERT M, Coie, Administrator. 


Senator Frear. May I ask one question, while you are on that pro- 
posal: I am not quite sure what you mean by “effective housing de- 
mand.” 

Mr. Henperson. More the need and demand that exists in any 
given community among the different segments of the population. 

Senator Frear. In proportion to their need, these facilities should 
be made available to them ? 

Mr. Henverson. That is right, sir. 

The Cuarrman. What he means, you take the population of whites 
and nonwhites, and then, percentagewise in respect to the need. For 
example, if the whites had a lot of new houses, and the nonwhites 
didn’t have any, then the percentage might be a little greater per 


capita. 

Mfr . Henverson. That is right. The actual fact of the matter is, 
Sendtor, that very little housing construction anywhere in the coun- 
try is being made available to minority groups. 

‘The Cuamrman. The way we handled it in Indianapolis, we simply 
denied commitments to people unless they built minority housing. 
As a result of that, we are getting a lot of minority houses built in 
Indianapolis, as you know. 

Mr. Henverson. Yes. 

The CHarrMan. So, it gets back to whether it is a good thing to 
write it into law, or whether it can best be handled by administration. 
I think it can be handled by administration, if the administrators will 
just make up their minds to do it. 
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Senator Frear. I think that is a good point, Senator, that in many 
instances the local people know more about the needs of minority 
groups than perhaps some of these people sitting here in Washington 
may know. 

I do think that the control in Washington should remain there, 
in case of any violations in the States or local communities. But if 
that is agreed to by the local communities, as to the need existing 
between groups, then I think it should be carried out, if there are no 
prejudices or discriminations to any great extent. 

Mr. Henverson. That would be the case, Senator. However, the 
FHA works as a Federal agency, with local branches, and the FHA 
would make the final determination. I am sure their local branches 
consult with the effective leadership in the various communities where 
they exist, but it would be up to the FHA to do that. And of course 
they should do it, in consultation with community leaders. 

The Crarrman. Right now we will ask the chief clerk of our com- 
mittee to write a letter to the FHA and ask how, under this existing 
proposed legislation, they intend to make certain that minority groups 
do get their share. 

(The information requested follows:) 


FEDERAL NATIONAL MortTGAGE ASSOCTATION, 
Washington, D. C., March 28, 1954. 
Hon. Homer E. CAaPEHART, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington 25, D. C. 


Dear SENATOR C APEHART: This is in reply to your March 15, 1954, letter in 

which you requested me to furnish you with a report regarding the issuance by 
Federal National Mortgage Association of advance commitments providing for 
the purchase of eligible FHA-insured section 213 cooperative housing mortgages, 
as authorized by Public Law 94, 88d Congress, approved June 30, 1953. It appears 
that Mr. Elmer W. Henderson, during the course of his testimony on §S. 2938, now 
under consideration before your committee, expressed the opinion that the Asso- 
ciation, in administering the commitment authority contained in Public Law 94, 
had not carried out the intent of the Congress as evidenced by your committee’s 
report which stated : 
“* * * that the FNMA in issuing commitments for cooperative housing, should 
take into consideration the need for low- or moderate-cost housing and should 
also give a preference in processing to minority housing, a field where the back- 
log of need is greatest.” 

Public Law 94, 88d Congress, by amending Public Law 2438, 82d Congress, 
authorized FNMA to issue commitments not to exceed $30 million outstanding 
at any one time if such commitments relate to mortgages with respect to which 
the Federal Housing Commissioner had issued prior to September 1, 1953, pur- 
suant to section 213 of the National Housing Act, as amended, either a commit- 
ment to insure or a statement of eligibility. Not more than $3.5 million of this 
authorization may be available in any one State. Due to the legislative limita- 
tions on the total commitment authorization that could be outstanding at any 
one time, FNMA did not reserve for or allocate to any particular State any specific 
amount of funds since such action would, in the aggregate, have required an 
authorization greatly in excess of the $30 million total permitted under Public 
Law 243 and Public Law 94. 

Under the legislation, the total $30 million commitment authorization is the 
maximum allowable for issuance throughout the United States, but only about 
$25.5 million was available for additional commitments during the period between 
July 1, 1953, and August 31, 1953; the remainder of the overall commitment 
authority was represented by commitments amounting to approximately $4.5 
million outstanding under previous legislation, that is, Public Law 243. 

FNMA announced on July 29, 1953, that it would begin accepting applications 
for advance commitments under Public Law 94. Applications for commitments 
aggregating $35,820,700, or almost 14% times the amount of the funds that were 
then available to the Association under Public Law 94, were received by FNMA 
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for consideration by the end of August 1953. Thus by that date the dollar 
volume of the applications for commitments greatly exceeded the total amount 
of FNMA’s available dollar authorization, and it was obvious that contracts 
could not be issued against a large number of the applications. 

It did appear, however, that under a policy and procedur2 which provided for 
consideration of all applications in the order of their receipt by the Association, 
all of the applications relating to minority group housing (other than any that 
may have been excluded by the statutory $3.5 million State limitation) received 
by the Association through August 31, could receive commitments. In those 
circumstances and to minimize avoidable delays in the construction of housing 
covered by the pending applications, FNMA’s Board of Directors determined 
to adopt that policy. 

The $35,820,700 in applications received by FNMA through August 31 for 
cooperative housing commitments under Public Law 94 were reported as pro- 
viding for 4,098 units of housing in 18 different States. These applications 
included $12,985,100 represented as providing for 1,791 units of housing for 
minority groups in 10 different States. With respect to the applications received 
by the Association through August 31, the Association initially approved the 
issuance of advance commitments amounting to $25,491,200 providing for 2,999 
units of housing in 17 States, and bringing the total commitments outstanding 
close to the statutory limitation of $30 million. Of these commitments, $11,160,- 
700 related to housing for minority groups for whom the approved applications 
were reported as providing 1,575 units of housing, or 52 percent of the total 
housing assisted by FNMA commitments under Public Law 94 at August 31. 

Between August 31, 1953, and January 31, 1954, the Association received 
additional applications for cooperative housing commitments amounting to 
$30,998,400 and providing for approximately 3,471 additional units of housing. 
This increased the total volume of applications received under Public Law 94 
to $66,819,100 and the number of housing units provided thereby to 7,569 units 
of housing in 25 different States, including applications aggregating $24,158,850 
reported as providing 3,193 housing units for minority groups in 16 different 
States. Of the total applications submitted for consideration, $40,734,200 
(approximately 60 percent) could not be approved because FNMA’s available 
commitment funds had become exhausted before such applications could be 
reached for consideration. As a result of the large volume of applications sub- 
mitted, some of those received on August 31 and all applications received sub- 
sequent thereto could not be considered because of the exhaustion of the available 
commitment authorization. The excess applications were returned to the appli- 
cants with the understanding that if and when funds for commitment purposes 
become available (by reason of the purchase of mortgages pursuant to outstand- 
ing ccmmitments, or because of the expiration, cancellation, or withdrawal of 
existing commitments), the applications would then be considered in the order 
they were initially received by FNMA, taking into account the maximum amount 
of commitments that may be issued in any one State under the law. 

Additionally to the cooperative housing commitments issued by the Associa- 
tion as of August 31, 1953, FNMA through January 31, 1954, approved advance 
commitments, including adjustments, in the net amount of $593,700 providing 
for a net increase of 48 units of nonminority type housing. These activities 
increased the total commitments issued by the Association for the purchase 
of cooperative housing mortgages through January 31 under Public Law % 
to $26,084,000, thereby providing for 3,047 units of housing in 18 different States. 
Of the total commitments issued, $11,171,200 relates to the purchase of section 
213 mortgages reported as providing for 1,575 units of minority group housing 
in 10 different States and representing 52 percent of the total units of such 
housing so far assisted by FNMA commitments. The commitments issued in 
connection with housing for minority groups represented 46 percent of the total 
minority group housing applications received; the commitments issued in con- 
nection with nonminority group housing totaled 35 percent of the total such 
applications received. 

We are pleased to have the opportunity to furnish this information for inclu- 
sion in the record of the hearings now in progress before your committee 
concerning the pending housing legislation. 

Sincerely yours, 
J. S. BaucHMan, President. 


Mr. Henverson. Thank you, Senator. Would you ask them to 
reply before you do your final writing of this bill, please? ; 
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The Cuarrman. Yes. Of course, under this plan in Indianapolis 
that I was telling you about, we handled that out there by the State 
administrator simply holding up commitments until they had agreed 
to do it. That was under title IX, Defense Housing, which is pretty 
much going out, as you know. 

Mr. Henpverson. Yes, sir. 

The CuarrMan. So, at the moment, there aren’t any of these com- 
mitments, except under title LX. 

Mr. Henverson. I understand that. 

The Cuatrman. We have to find some way to make certain that a 
portion of the Government’s guaranty, and a portion of these new 
semen: are made available to minority groups. No one should be 
opposed to that. I don’t like to see it in legislation, because I don’t 
consider minority groups inferior citizens, and therefore we ought 
not to be legislating for or against them, as such. That is one of those 
things that “ought to be handled by administration. 

Senator Frear. Mr. Chairman, I agree with what you have said, 
and I think the meaning that Mr. Henderson has given on this “effec- 
tive housing demand” statement is, that it doesn’t ‘only mean sufficient 
housing for any particular minority group, but for all groups, whether 
they be minority or majority, as is the case in some instances that I 
know of, where the minority groups are not Negroes, for instance, but 
are of a particular foreign extraction. They want to live in a seg- 
ment of housing together. I think what you have suggested and what 
the chairman has said would include groups of that type. Am I 
correct on that? 

Mr. Henperson. Yes, sir. I am not limiting this to anyone. I 
am merely saying that under the present, or at ‘least the past opera- 
tions of the FH A, Negroes, as one minority group, among others, and 
among many segments of the population, have not gotten anything 
like a fair deal under the new housing that has been constructed. 

The advances that have been made in housing for the minority 
groups have been in the taking over of old properties as other people 
move into the new housing that the Government is financi ing. We 
believe that is very unfair. We believe we should have at least ac- 
cess on a fair basis to the new housing, and the FHA can remedy that, 
in our judgment, to a certain extent. 

We en that for this type of housing the primary responsibility 
lies with the housing industry. As long as the Federal Government 
is going to play the major and important role that it is playing under 
existing legislation and will play under this legislation, we believe 
that the Government ought to see that industry takes certain steps 
to see that this thing is done on a fair and just basis. That all seg- 
ments of the population, if they are able to pay for it can take ad- 
vantage of the housing to be constructed, 

The Cuarrman. I said in the opening statement when we started 
these hearings—and I want to read it again: 

Every member of this committee is also concerned with the problem of help- 
ing to provide good and decent housing for our Negro citizens and other minority 
groups. Too long have these groups been on the outside of a good housing 


program, and before I vote for any provisions in this bill, I shall have to be 
satisfied that a substantial volume of better housing will be provided for them, 
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That is where the need is in the country. The Federal Government 
doesn’t need to help a man that is capable of buying a $25,000 house. 
He can sell his mortgage or get money to build it from a dozen differ- 
ent directions. He doesn’t need to worry. He doesn’t need a Federal 
housing plan to help him. We need a Federal housing plan to help 
the man with a limited income, where there are circumstances beyond 
his control. We in the past have just not been able to get this program 
working so that the minority groups, and particularly Negro groups, 
got their share. 

Mr. Henperson. I am very gald to know your interest in it and 
am very glad to hear that statement. 

The CuHarmman. I don’t like legislation that specifically says you 
must do this for Negoes and this for whites. I don’t like that sort 
of thing, because we are all citizens, and one is equal to the other, as 
far as citizenship is concerned. But even when you write that sort 
of thing into legislation, you still have to have the proper type of 
administration. 

Mr. Henperson. There is no doubt about that. I want to say that 
some segments of the building and financing industry are waking up 
to this. It is probably due in some degree to efforts of persons like 
yourself, to speeches that Mr. Cole has been making around the country, 
and also to the pioneering work that some enterprises, like the Mutual 
Insurance Co. of New York, have undertaken, and people from 
Memphis that have appeared before this committee. 

The Cuairman. One feature that would be helpful to Negroes, of 
course, would be repairing and rehabilitating old houses. Of course, 
[ don’t agree with you particularly that a man has to have a new house. 
{ have never lived in a new house in my life. Frankly, I would rather 
take an old one, and rehabilitate it, because they are better than these 
cheap new ones that are being built. 

Mr. Henperson. But you wouldn’t want to be shut out of these new 
houses, in case you wanted to have one. 

The Cuatrman. No, I wouldn’t want to be shut out. The point is 
what we all want is a decent house, whether it is new or old. The 
minute you move into it, after you have been there 30 days it is an old 
house. Itis just likeanew automobile. After you drive it around the 
corner, it isa used automobile. 

I think that feature of this bill will be very helpful. It should be 
very helpful. 

Mr. Henperson. We don’t object to that. In fact, we look upon 
it with great interest. I have studied it and hope its consequences are 
good. 

The CuHatrman. We are talking about very long terms and very 
small downpayments, which is obviously attractive to your folks. 

Mr. Henverson. Yes. 

The Cuarrman. But they should not be shut out of new houses. I 
don’t know how we’re going to do it, but we are certainly thinking 
about it. 

Mr. Henverson. I hope the FHA will reply to your letter before 
this bill is passed. 

The Cuarrman. Yes. Let’s write them a letter and find out how 
they propose, under this legislation, to take care of minority groups, 
if they feel we ought to do something further in respect to this legis- 
lation. 
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Mr. Henperson. I just want to add this other specific suggestion, 
and that isin line with our general conception of the role of the Federal 
Government. We don’t believe the Federal Government should under- 
write discrimination. When FHA allows itself to be used to insure 
property where owners intend to discriminate in selling it or renting it, 
we think that is very, very unfair. We hope that the committee will 
consider some type of amendment to the legislation which would have 
FHA prohibit the granting of insurance to properties of that kind, 
if the owner does not agree that he will not practice discrimination. 

Now, going to FNMA, I remember very well last year when I ap- 
peared here, and the results of your and the committee’s consideration 
of the problem of advance commitments by FNMA for cooperative 
housing, and the language that was included in the report of the bill 
in 1953. But, unfortunately, although after the advance commitment 
authority of FNMA was extended for 2 months, and although Negroes 
did acquire some benefit from that, the precise instructions and the 
reasons for extending the advance commitments were not carried out 
by FNMA. 

We had a meeting with them toward the end of the year, where they 
admitted, in the presence of Mr. Cole, that they did not give priority 
to minority groups. That was the only reason for the extension of 
the advance commitment authority last June, when this committee 
asked that it be done, and that those advance commitments that were 
given out, be on a first come, first served basis. 

The Cuatrman. You will agree in our report we made it perfectly 
clear what we wanted them to do. 

Mr. Henperson. Certainly. 

The Cuatrman. You say they did not do it? 

Mr. Henperson. They did not do it. And for you just to say it, that 
doesn’t mean they are automatically going to do it. 

The Cuairman. I am going to ask Mr. McMurray, one of our staff 
members here, to go into the matter with FNMA, and report back to 
the committee on where they failed to follow out our instructions. 

Mr. Henverson. Of course, the water is over the dam now, because 
that program ended last September. 

The Cuatrman. I would just like to know why they did not follow 
our instructions. 

Mr. Henperson. They may show an impressive number of units 
that were made available. 

We are interested in new approaches for low-income groups. <A 
large percentage of our people fall into that category. We are not so 
bound by tradition that we can’t see advantages in new ideas, but 
we don’t believe that the proposals that have been made in this bill 
can immediately be accepted as a substitute for public housing. 

I recall reading what Senator Maybank stated the other day. I 
believe he felt that public housing should be continued until the experi- 
ment with the new approach—which I am in favor of in this bill— 
is approved. 

The CuatrMan,. This committee a few years ago authorized 810,000 
units. That legislation is still in existence, but it looks like the Ap- 
propriations Committee, by their action, have made that legislation 
null and void. If they have, and if we are going to have public hous- 
ing, we will have to have new authorizations. 





298 HOUSING ACT OF 1954 


Mr. Henverson. I hope you will consider that—— 

The CuatrmMan. The committee passed that in 1949, I think. That 
was what Senator Maybank was talking about. 

Senator Frear. Did Senator Maybank offer an amendment? 

The Cratrman. Yes. He did. 

Senator Frear. Have you read that proposed amendment? 

Mr. Henverson. No, but when it is offered we will endorse it. We 
believe public housing should be continued and expanded until some 
other approach has been proved to be effective to meet the needs of 
low-income people. The industry has admitted they can’t do it, unless 
this new idea works. But, until this new idea proves itself 

The Crarrman. I just don’t like to see a big, high building with 
people living in it, that will certainly develop into a slum, as you 
know. I just don’t like the idea. I would much prefer to see indi- 
vidual homes or small two-apartment units. I would like to see them 
out in the suburbs, out in the country, because most of these public- 
housing projects are all downtown, in very undesirable locations, as 
you know. 

So, I am inclined to think in terms of individual units, which we 
could sell these people, or some plan where they could eventually own 
them, even if we have to get long terms and maybe lose some money 
on them. There are a lot of people today that are in public housing 
that 6 months or a year from now will get some very fine jobs and 
get into the position, say, 3 or 4, or 5 years from now where they 
would be able to pay off a mortgage. “Most successes in America, 
you know, are from men that st: uted in very, very poor circumstances, 
on the wrong side of the railroad tracks. ‘Therefore, I would like to 
see some plan where a man could have ownership and take an interest 
in his property. 

Mr. Henperson. Iagree with you. Weare now bound to the public 
housing idea. We are trying to find some way of meeting the need 
temporarily until the new idea proves itself. 

Now, a word about slum clearance before I conclude, Senator. 

We have had serious difficulties with the slum-clearance program, 
as I have stated many times before this committee, where in the name 
of redevelopment 

The Crrairman. Will you yield just one moment ? 

Mr. Henperson. Yes, sir. 

The Crarrman. I hold in my hand an amendment to be proposed 
by Senator Maybank, to S. 2938. 

Mr. Henperson. We endorse that heartily. 

The Cuarrman. You are 100 percent in favor of it? 

Mr. Henverson. Yes, sir. 

The CuarmaN, I think we will have it printed in the record at 
this point. 

(The amendment referred to follows:) 


[S. 2938, 83d Cong., 2d sess. ] 


AMENDMENT 


Intended to be proposed by Mr. Maybank to the bill (S. 2988) to aid in the 
provision and improvement of housing, the elimination and prevention of slums, 
and the conservation and development of urban communities, viz: On page’94, 
after line 11, insert the following new section: 
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Sec. 506. The third sentence of subsection (e) of section 10 of the United 
States Housing Act of 1937, as amended, is hereby amended by striking out the 
period at the end thereof and inserting a colon and the following new proviso: 
“And provided further, That, notwithstanding any other provisions of law except 
provisions hereafter enacted expressly in limitation hereof, the provisions of 
this subsection and of section 9 shall be in full force and effect, and, insofar as 
the provisions of any other Act are inconsistent with the provisions of this sub- 
section or of said section 9, the provisions of this subsection and of said section 
9 shall be controlling.” 

Mr. Henperson. Too often in the slum-clearance program we find 
that Negro residents in the areas which are designated to be cleared, 
are displaced by the force and weight of the Government, sat the 
power of eminent domain, and all of that, and then refused the oppor- 
tunity to live in the new housing that is built on the land that is cleared. 

We feel that is grossly unfair, Senator, and that if the slum clear- 
ance program is going to operate effectively, and in the way that the 
Federal Government and the principles of democracy should be 
handled, certainly people who are cleared from the land should have 
the opportunity to come back, if they meet the economic requirements. 
We suggest that the committee consider putting an amendment in this 
bill which would guarantee that that could be done. 

That is not as revolutionary as it might seem. Of course, the slum- 
clearance program itself is revolutionary, but Mr. Zechendorf, the big 
builder from New York, was down here the other day, and in his lay- 
out of what he plans to do down there in Foggy Bottom, and the tre- 
mendous development he is going to make, he announced that the 
housing that would be constructed there, under his leader rship, would 
be available to all persons, without regard to race or color. As you 
know, a lot of the people who are going to move there are going to be 
Negroes, and if they meet the economic requirements for the housing 
that will be built, under the agency of the Federal Government, it 
seems to me that they should be permitted to go back there. We would 
like the committee to give serious consideration to that, because other- 
wise, Senator, the slum-clearance program, I am afraid, is likely to 
get bogged down ina great deal of litigation. 

One other aspect of slum clearance is relocation, and we seriously 
believe that the strict relocation requirements of the 1949 act should 
still be adhered to. In addition to the workable plan that is talked 
about in the bill, and in the other features that are mentioned, we 
believe that section 105 (c) in the act should be repealed, to provide 
for relocating people in safe and sanitary homes, equally accessible 
to their employment, and so forth. 

We do not wish our criticism of the way the Federal Government’s 
housing program has operated in the past to be considered a reflection 
on either President Eisenhower or Administrator Cole. Both have 
shown an acute awareness of the problems of minorities and a willing- 
ness to do something about it administratively. I would just like, at 
the expense of burdening the committee a minute longer, to read this 
excerpt from the President’s housing message : 


However, the administrative policies governing the operations of the several 
housing agencies must be, and they will be, materially strengthened and aug- 
mented, in order to assure equal opportunity for all our citizens to acquire, with- 
in their means, good and well-located homes. 


We think that is a fair statement of policy, and we hope that the 
different constituent branches of the Housing and Home Finance 
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Agency will carry out the President’s wishes in that regard, and set 
up these administrative policies, and, incidentally, carry out the 
wishes of this committee, such as you included in the report last year. 

Mr. Cole has constantly warned the building industry of the neces- 
sity of doing something about the housing needs of minorities. I 
would just like to call your attention to—I am not offering it for 
the record—the latest issue of the National Association of Home 
Builders magazine Correlator, in which they feature a series of arti- 
cles on housing for minority groups. Among these they mention the 
work that has been done by some pioneers in this field. There are 
still pioneers. The industry generally has turned its back on this 
question. 

The Congress, however, should provide the basic legislation to 
strengthen their hands. 

Great work has also been done by the race-relations staff of the 
Housing and Home Finance Agency and its constitutent agencies. 
This staff, we believe, should be strengthened and enlarged. 

We are not giving a blanket endorsement to the bill, although I 
am not offering any criticism of any particular point. We did endorse 
the Housing Act of 1949, and it hasn’t worked out the way we feel 
it should have, as far as we’re concerned. We believe in the same 
principles, and so forth, and there is no doubt about it but that this 
bill follows somewhat in that same tradition, although it has some 
new ideas and new approaches to the problem. 

But the question is how will it work, so far as we are concerned. 
That is the question we want to ask. 

Senator, in conclusion, I note in this magazine House and Home 
that your staff member, Mr. McMurray, is planning to leave the com- 
mittee. I don’t know how the committee feels about him, but I know 
some of us who have worked on the Hill for a number of years will 
be very sorry to see him go. 

I thank you for this opportunity to appear. 

Senator Frear. Just one question: Does the organization you rep- 
resent have restricted membership ? 

Mr. Henverson. They do not. 

Senator Frear. AsI understand it, the American Council on Human 
Rights is made up of six national college fraternities and sororities, 
as listed on your letterhead, and there is no restriction on your 
membership ? 

Mr. Henperson. No. The majority of our members are colored, but 
there are no restrictions as to members. 

Senator Frear. As to not only color, but as to religion and creed? 

Mr. Henverson. That is right. There are no restrictions what- 
soever. 

Thank you, Mr. Chairman, for this opportunity. 

The Cuarrman. Thank you. You have been very, very helpful, and 
we appreciate it. You have made some very constructive suggestions. 

We will recess until 10 o’clock tomorrow morning, at which time 
we will have the Mortgage Bankers Association, the American Society 
of Civil Engineers, the Wherry Housing Association, the Residence 
at Ease Association, and then the Lindenwood Realty Corp. 

(Whereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 10 a. m., Tuesday, March 16, 1954.) 
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Jose TUESDAY, MARCH 16, 1954 
this Unirep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
oa Washington, D.C. 
the The committee met, pursuant to recess, in room 301, Senate Office 
cies. Building, at 10:10 a. m., Senator Homer E. Capehart (chairman) 
presiding. 
ST Present: Senators Capehart, Bricker, Ives, Bennett, Beall, Gold- 
spho, water, Maybank, Fulbright, Robertson, Frear, and Douglas. 
fee] The Cuarrman. The committee will come to order. 
hain The first witness is Mr. Clarke of the Mortgage Bankers Associa- 
this tion. You may proceed in your own way. Would you like to read 
ame your statement or talk from it? 
Mr. Ciarke. I thought 1 would read it. 
ned. The CuarmrMan. You may proceed in your own way. 
ome STATEMENT OF WILLIAM A. CLARKE, PRESIDENT, ACCOMPANIED 
om- BY SAMUEL NEAL, GENERAL COUNSEL; MAURICE R. MASSEY, 
now JR., PHILADELPHIA; AND JAMES W. ROUSE, BALTIMORE, MD., 
will ALL OF MORTGAGE BANKERS ASSOCIATION OF AMERICA 
Mr. Ciarke. My name is William A. Clarke. My home is in Media, 
rep- Pa. I am the principal owner and operating head of a mortgage 
company bearing my name in Philadelphia. I am appearing today 
on behalf of the Mortgage Bankers Association of America of which 
man I have the honor of being the president. 
ties, Although the Mortgage Bankers Association has in its member- 
your ship of over 2,000 representation of all types of mortgage-lending 
institutions, the largest part consists of organizations the primary 
, but function of which is the development of mortgage business and the 
origination and servicing of loans for the account of other institu- 
ped ¢ tions, mainly banks and life-insurance companies. 
hat- Mortgage bankers must have close relations with, and intimate 
knowledge of, every element and aspect of home-building and home- 
financing activity. There can be no advantage to them that is not an 
and advantage to this great activity as a whole. For only when mortgage 
ions. money is available at attractive terms, when builders are able to find 
time a good market for their houses, when buyers are both satisfied with 
iety their houses and capable of meeting their mortgage obligations— 
ence when, in short, the country is prosperous and the economy expanding, 
can the mortgage-banking seihdatry live and grow. There is no way 
vene in which mortgage bankers can prosper unless all with whom they 


deal are prospering. 
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The interest of mortgage bankers, consequently, is not a narrow one. 
Since the legislation before this committee, if enacted, will have a 
profound influence on the future course and character of the housing 
market and, through that, on the whole economy of this country, our 
concern with it is justifiably great, as I believe our view toward it and 
its implications is genuinely broad. 

We have been much impressed by and are in full accord with the 
statement of basic policy which introduced the recent report of the 
President’s Advisory Committee on Government Housing Policies 
and Programs. Because of its significance as well as its bearing on 
what I shall later say, I ask your indulgence to let me read it in full: 

It is the conviction of this committee that the constant improvement of the 
living conditions of all the people is best accomplished under a strong, free, 
competitive economy, that every action taken by Government in respect to 
housing should be for the purpose of facilitating the operation of that economy 
to provide adequate housing for all the people, to meet demands for new building, 
to assure the maintenance, restoration, and utilization of the existing stock of 
housing, and the elimination of conditions that create hazards to public safety 
and welfare and to the economic health of our communities, and that only those 
measures that prove to be successful in meeting these objectives should be 
continued. 

Since this statement has been quoted or paraphrased both in 
messages of the President and speeches and statements of the Housing 
Administrator, we assume that it offers the underlying principle on 
which this legislation is based. Our examination of the bill has been 
made with the view of considering the extent to which this principle 
has been embodied in its specific provisions. 

Title I, for the most part, we believe faithfully follows this under- 
lying principle. It looks upon FHA, as did its originators back in 
1934, as a means for improving private lending methods, of making 
possible a wider distribution of the savings of the country for mort- 
gage-lending purposes, and, through that, a great expansion of the 
housing market and the improvement of housing conditions; but not 
as a means for supplanting private savings with Government credit, 
or supplanting private decisions, based upon demand _ as expressed 
in a free market, with official decisions as to what ought to be built 
and where and how much. 

The original FHA statute was relatively a simple affair, dealing 
broadly with the whole housing market, high, low, new, and old, 
without discrimination or special favor. In the intervening years, 
the tendency has been to move away from this position, to substitute 
special purposes for one broad purpose, Government direction of 
activity for private decisions, and complexity for simplicity. 

The results have not been satisfactory. The law has had to be 
frequently changed to prevent excesses resulting from misconceptions 
of the market by Government officials. 

The creation of special provisions for one type of activity or 
another has produced pressures of all kinds to increase or modify 
these favors. In the end the statute has been so cluttered up with 
procedural variations and provisions of little or no utility that it has 
got beyond the comprehension of the experts in the field, let alone 
the ordinary citizen for whose benefit it was intended. 

The pending bill probably goes as far as is presently possible to 
simplify the statute, to remove discrimination as between one. type 
of house and one type of borrower as against another, to reassert con- 
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fidence in the private market to make its own decisions, and to make 
FHA again truly an instrument for facilitating the operation of 
“a strong, free, competitive economy.” 

Specifically, we endorse the elimination of sections of the National 
Housing Act that have no proven utility; the on of pro- 
cedures for handling group accounts in the mutual mortgage insur- 
ance fund; the allowances made against the cost of foreclosure; the 
provisions on debentures issued on foreclosure; the removal of distor- 
tions in the schedule of loan-to-value ratios so as to avoid undue con- 
centration on one area of the market; the increase in the top dollar 
limits so as partially to restore FHA’s original broad market cover- 
age; the equalization of terms for new and existing construction; the 
increase in the limits for financing unsecured loans for repair and 
modernization; the application of the “open-end” procedure to FHA- 
insured loans; and the utilization of FHA-insured loans for the re- 
newing of blighted neighborhoods. 

We have only a few suggestions to make about these sections of the 
act. One of these would be to give FHA authority to refund its own 
debentures, if necessary, at their 10-year maturity, instead of having 
to resort to Treasury financing as might be necessary if the foreclosed 
properties should not have been previously liquidated. Another is a 
»roposal to facilitate the operation of section 213 of the National 
Housing Act dealing with cooperatives. 

On that subject 1 am not proposing to testify. Mr. Maurice R. 
Massey, Jr., who is a member of our board of governors, is here today 
and will discuss our proposals in connection with section 213. 

We also wish to urge the adoption of a provision in the advisory 
committee’s report, but not included in the bill, which would give 
FHA greater leeway in using its income to meet the inevitable vari- 
ability in its operating expenses. We refer you specifically to recom- 
mendation No. 27 of that committee as it appears on page 56 of the 
printed report. 

We believe that, if the things are done that I have been discussing, 
all that may be done to make FHA a beneficial aid to the operation of 
the private market will have been done. To go beyond this would only 
be to revert to the practice of setting up a special provision to meet 
each real or assumed emergency, to renew pressure to make the new 
provision applicable to a greater range of cases, and to turn builders 
and lenders away from their own responsibility for meeting public de- 
mand to dependence on Government support and direction. 

For example, the bill proposes enactment of a new insurance pro- 
gram to be called section 220. We support the objectives of this pro- 
posed whe ore but we do not pone the method it is proposed to use 
to accomplish these objectives. So far as we can determine the maxi- 
mum loan limits and other terms proposed for these new section 220 
loans are almost identical with those which would be imposed if the 
proposed amendments to section 203 are enacted. 

It is our belief, therefore, that the purposes of section 220 could 
be effected by FHA under the new section 203 program if proper 
underwriting instructions are issued by FHA with reference to the 
kind of neighborhood improvement operation contemplated for sec- 
tion 220. 
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If this is so, why then again make the same mistake which has been 
made so frequently in the past? Why set up an entirely new insur- 
ance program when the desired aim is to simplify FHA’s operations?! 
Therefore, it is our belief and recommendation that section 220 not 
be enacted, but that FHA be directed to accomplish the desired results 
under section 203 as it will be amended. 

In other words, everything which FHA or this legislation proposes 
up to date as far as FHA is concerned, is a simplification and the 
elimination of various different sections which have been unworkable. 
We see no reason for adding to the complexities. Section 203, with 
very slight modifications, can take care of it, and not add to it. 

Further, the proposed section 221 for the National Housing Act, 
calling for a loan with no downpayment—except for closing costs— 
and a 50-year maturity, seems to us to represent even further this 
kind of retrogression. We do not believe this proposed section is 
necessary, in the light of the generous maximum terms to be provided 
for the basic FHA operation. 

We doubt that it will prove attractive to private lenders even with 
the proposed increased assumption of risk by the Government. We 
know that it will add to the complexity and cost of the administration 
of FHA. 

We are confident that pressure soon would be created to extend its 
provisions to the basic FHA operation, Finally we question the 
reality of the advantage to its supposed beneficiaries, assuming that 
the plan will work at all. 

The building industry has all too frequently been criticized for 
opposing public housing while at the same time requesting more and 
more Government assistance for our own operations in terms of 
higher interest rates, lower downpayments and longer maturities. 
Even though I do not believe such criticism has been justified in the 
past, it would certainly be justified now, if the Mortgage Bankers 
Association of America as an organization of lenders were either to 
sponsor the proposed section 221 program or were to fail to point out 
its inconsistencies as a so-called private-enterprise program. 

If this section of the bill is passed we, as lenders, will endeavor to 
utilize its provisions in accordance with the purposes of the legisla- 
tion, but we believe its enactment would be against our better judg- 
ment. 

From the borrowers’ point of view, the expansion of the loan-to- 
value ratio and the extension of the amortization period may be a 
very deceptive expedient. In the guise of reducing the cost of his 
housing, it actually increases his housing cost in terms of the interest 
that he must pay over the life of the loan. For example, on a $5,000 
mortgage the difference in principal and interest monthly payments 
between a 30-year and a 40-year amortized loan—assuming 44% per- 
cent interest—is only $2.85; $25.35 as versus $22.50. But this sup- 
posed saving actually results in the difference of paying $5,800 instead 
of $4,126 in interest over the life of the loan. A decrease of 11 per- 
cent in the monthly payment between a 30- and 40-year loan thus 
results in a 41 percent increase in the total interest payment. This is 
a high long-term price for a small short-term advantage. 

We should also like to point out the very small difference in down- 
payment requirements between the proposed section 220—or at new 
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limits under section 203—and this section 221. Under section 220—or 
under section 203—the downpayment on a $7,000 house would be $350. 
Under section 221, the cash payment required would be $200. The 
difference seems almost so little as to question the necessity of setting 
up an entire new insurance structure. 

The basic trouble with section 221 is that it is trying to do what is 
essentially a welfare job with a device that is not ‘suited to the pur- 
pose. Rather than run the risk of destroying the place of FHA in a 
private credit system, we believe it would be better, if such a necessity 
exists, to make an outright grant of a downpayment or part of the 
interest payment, or some similar subsidy ; but in any case to recognize 
such subsidies for what they are, rather than to conceal their true 
nature by offering them as a normal credit transaction. 

In title II of the bill we find a significant departure from both the 
specific recommendations and the spirit of the advisory committee re- 
port. The report urged the creation of a statutory committee charged 
with the responsibility of seeing to it that at all times the interest 
rates on insured and guaranteed loans would be kept in line with the 
general structure of interest rates. The committee was to have no 
other powers, but action on the authority given to it was to be 
mandatory. 

The idea was that by reposing mandatory action in a committee 
instead of permissive action in a single individual, the control of 
interest rates would be removed as well as it could be from political 
and other special pressures. It was the idea, further, that by Teaaitee 
the interest in line with the market, FHA and VA loans would at all 
times receive a more or less constant share of the total supply of mort- 
gage money, and that the general control of credit through Treasury 
and Federal Reserve action could be counted on, without other means, 
to exercise sufficient influences on downpayment and maturity to pre- 
vent an inflationary use of credit. It may be noted that, in the past, 
it was the failure to exercise such general control that brought about 
excesses in FHA and VA financing. 

The bill substantially differs from the report. First, it places the 
control in the President, upon whom the full weight of political 
pressure can be brought, rather than in a group of designated officials. 
Second, it makes the action permissive rather than mandatory, thus 
inducing delay when political expediency counsels against action. 

Third, it substitutes a form of selective credit control applied solely 
to one part—and a minority part—of the mortgage market for reliance 
on the general controls which affect all parts of the market equally. 

We believe that this approach is contrary to the basic principle 
upon which this legislation is based. We believe it substitutes politi- 
cal considerations for market considerations. We believe, moreover, 
that it creates an undue hazard to the users of the Government- 
sponsored systems, whose activities could be completely controlled 
while those using conventional financing would be totally unaffected. 

We can see no excuse for this sort of discrimination. We fail to 
recognize any justification, for example, for applying selective credit 
controls to institutions making mortgages directly insured by the 
Federal Government and not applying it to institutions making mort- 
gages indirectly insured by the Federal Government through the in- 
surance of their deposits or share accounts. We do not, of course, 
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advocate the extension of direct controls to these other institutions; 
we merely point out the inconsistency. 

We oppose all forms of direct, selective, and optional controls, as 
being contrary to the very essence of “a strong, free, competitive 
economy.” We consider that the control of the price of money and 
the rationing of the supply of money by official action is just as 
deleterious to the effective operation of a free economy as official price 
control or rationing commodities. 

The Cuarrman. Will you yield just a moment? What do you mean 
when you say: 

We oppose all forms of direct, selective, and optional controls, as being con- 
trary to the very essence of “a strong, free, competitive economy.” 

What are you talking about? 

Mr. Cuarke. The legislation gives maximum terms which can be 
used continuously. Those controls are the maximum that can be 
given. It leaves, then, completely to the President the spot under 
neath that at which he can operate. 

That from our point of view, is a selective credit control. In other 
words, there is no control set up in this bill. Going back now to the 
days of regulation X, there was control over every type of mortgage— 
conventional mortgages, FHA, and GI loans. This proposes now to 
give to the President the authority, the modified terms, interest rate 
terms, length of terms, cash down payment and so forth, to just one 
segment, namely, the Government insured guaranty programs. It does 
not touch anything else. In other words, the people who are making 
conventional loans, are completely free to do as they please within the 
maximum limits of the law. This permits selective credit controls, in 
our opinion, all the way through. 

At the same time—— 

The Cuamman. You want us to specifically state the terms in the 
legislation ? 

Mr. Ciarkz. They ought to be in the bill. As to what can be done. 

The CuatrmMan. You don’t want any flexibility to it at all? 

Mr. Crarke. That is right. 

I have another portion on that that I would like to cover here in 
just a minute. But while I am at it—— 

The Cuatrman. I say, you don’t want any flexibility at all. 

Mr. Criarke. That is right. 

The CuarrmMan. You want us to specify the interest rate in the bill? 

Mr. CiarKe. No. Not the interest rate. We are talking now about 
the down payments, the percentage of loan to value, to term—whether 
it is 25- or 30-year and so forth. 

In other words, the bill, as written now, gives maximum limits as to 
terms, and so forth and so on, and also proposes to give the authority 
of interest rates to the President, which again we think should go back 
to the procedure as suggested in the President's Advisory Committee, 
of a specific committee. 

The Cuarrman. Who will appoint that committee ? 

Mr. Cuarke. That committee was specified in the President’s Hous- 
ing Committee report as being the Secretary of the Treasury, the 
Chairman of the Board of the Federal Reserve, the Housing and 
Home Finance Administrator, the FHA Commissioner, and the loan 
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guaranty officer of the Veterans’ Administration. I think that was 
the group. 

In other words, we believe—— 

The Cuamman. Would you prefer a committee like that to pass 
upon this instead of the President ? 

Mr. CrarKke. That is right. 

The Cuarrman. These men having been appointed by the President 
under his direct supervision, you don’t think they will do what he tells 
them to do? 

Mr. Crark. No. They are specifically charged, on the basis of the 
President’s Advisory Committee report, with keeping interest rates 
at the market. The proposal as it stands now is, in our opinion, just 
as bad, and has been in the past, in that there is no one actually spe- 
cifically responsible for it. 

Then, there is one further question in our minds, and this would 
be equally applicable, regardless of whether there was a Democratic 
regime or a Republican regime: I question any President wanting to 
see the headlines in the newspaper, “The President increases”— 
whether President Eisenhower or President Truman or any other 
President—“the interest rate on veterans.” Or, “The President 
gouged the veterans of the country by increasing the interest rates.” 

The Cuarrman. You don’t think the newspapers would carry the 
same story if you had the Secretary of the Treasury and other mem- 
bers of the President’s family handy ? 

Mr. CuarkE. I doubt if that would be the case. Of course, my own 
personal opinion is that we shouldn’t have any top limits in connec- 
tion with rates, but that seems to be a political impossibility at. the 
moment. 

The Cuarmman. I gather what you are objecting to here is giving 
the President the right to change it. To making it flexible ? 

Mr. Ciarke. No. I am objecting to having, as far as the terms are 
concerned, as to the percentage of loan and so forth and so on, any- 
thing, except what is spelled out in the legislation. 

As to interest rates, we feel that interest rates should be set by a 
specific group of people who are required to keep interest rates at the 
market, whether it may be up or whether it may be down. So that 
you can know specifically, if you will, who is responsible for it. 

The CuHarrmMan. You think it would be better to designate this com- 
mittee in the legislation rather than to give it to the President ! 

Mr. Crarke. That is right. 

The Cuarmman. Shouldn’t it be people other than those desig- 
nated by the President, in their official capacity? 

Mr. Cuiarke. No. Of course, what we are proposing is that these 
people should be specified in the legislation. Now that means these 
people would be charged with the responsibility of maintaining the 
market rate. 

The Cuamman. Would you give them the right to vary it each 
month if they wanted to? 

Mr. Crarke. As they saw fit. 

The Cuarrman. Up and down? 

Mr. CuarKke. That is right. 

The CuHairman. Nobody would know for any specified period of 
time whether it would be 4 percent or 5 percent or 3 percent ! 
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Mr. CiarKeE. That is right. 

The CuarrMan. Give them the right to change it overnight? 

Mr. Ciarke. That is right. And it is just as bad to have it too 
high as it is too low. 

Mr. Near. May I make a comment. I am Samuel Neal and I am 
general counsel of the Mortgage Bankers Association. 

I think the point in this, Senator, is that the President’s Advisory 
Committee, after considerable study, agreed that interest rates ought 
to meet market requirements, whether they are interest rates on con- 
ventional loans or FHA or VA loans. They figured that the best way 
to assure that taking place, outside of political considerations, was to 
create a statutory committee, that would be named in the law and 
which would be required, from time to time—the exact interval being 
undetermined—to make these rates meet market conditions, whether 
that meant raising them or lowering them. 

The bill departs from that principle. What it does is to give the 
President the authority and the responsibility for varying rates, but it 
doesn’t set up any standards. It doesn’t require action ‘at any given 
time, and it doesn’t pinpoint a committee whose considered judgment 
as a group, as to what market conditions were, would be used. That is 
one way it departs. 

The second way it departs is that it puts in this realm of flexibility 
things which up to date have been fixed by statute. Up to date, for 
example, when you wanted to increase the amount of a maximum FHA 
loan, you specified the maximum, and then you let FHA say whether 
they would insure loans up to that figure. 

This bill provides that no new maxima shall be fixed unless the 
President affirmatively fixes them. 

It also provides that he may at any time vary the ratio of loan to 
value, vary the maturity of the loan. 

Those are exactly the same kind of controls and the same kind of 
authority that the President had under regulation X. This Congress, 
including most of this committee, voted to terminate that authority 
when the necessity for it passed. 

One thing that is even worse about this proposal, to us, than the 
authority in regulation X, was that in regulation X, if the President 
exercised his authority, he had to exercise it for all types of credit 
transactions—FHA loans, VA loans, or conventional loans. 

Under this authority, if he wanted to exercise his credit control 
authority to cut down materials and maturities, the only thing he 
could exercise it on would be on FHA and VA loans. That would 
be a regulation of a part of the market instead of all of the market. 

Therefore, we suggest that this legislation go back to the principles 
of the President’s Advisory Committee, and specify maxima, so far 
as terms of the loan are concerned, and let a committee not only have 
the authority but have the responsibility on the interest rate problem. 

The Cuarrman. I think we might put into the record at this point, 
from the President’s Advisory Committee on Government Housing 
Policies and Programs, their recommendations to this subject, under 
the title “Adjustment of Interest Rates to Market Conditions.” That 
will be found on pages 346 and 347. 

We will place that in the record at this point so that we can get to it 
very easily. 
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(The information referred to follows :) 


ADJUSTMENT OF INTEREST RAtTes TO MARKET CONDITIONS 


While this condition prevails, there are bound to be localities with a shortage 
of local eapital for mortgage loans, and there is inadequate inducement for funds 
to flow into these localities from other areas. If interest rates on FHA-insured 
and VA-guaranteed loans were allowed to rise and fall to meet the changes that 
occur in the investment market, home owners would benefit as follows: (1) 
Persons seeking loans to buy, build, or maintain their homes would find funds 
more readily and generally available, and (2) the discounts on newly placed 
mortgages would be substantially elminated, so that there would be no hidden 
costs and borrowers would know what they are paying for their loans. 

It is the opinion of this subcommittee that the most effective method of 
accomplishing such an objective is to place in a committee of technically in- 
formed public officials the responsibility for a continuing review of the money 
market and for establishing a flexibility in the allowable rates on FHA-insured 
and VA-guaranteed loans. This will make it possible for interest rates to be at 
levels that will encourage home mortgage investments on the part of those 
financial institutions holding long-term savings. It will also facilitate the flow 
of such funds from the areas of more plentiful supply to those of greater need. 


RECOMMENDATION NO. 1 


That the necessary legislation be enacted to create a committee which shall 
be empowered and directed to review constantly the demand and supply of 
funds for home mortgages in all parts of the country and, from time to time, 
to confirm or revise, by majority vote, (a) the maximum rates of interest that 
may be charged on mortgage loans insured by the Federal Housing Administra- 
tion or partially guaranteed or insured by the Veterans’ Administration (but 
which rates may not exceed by more than 2% percentage points the current 
average yield on all outstanding marketable obligations of the United States 
Government having a remaining maturity of 15 or more years); (0) the 
charges that may be made for the expense of originating mortgages insured, by 
the Federal Housing Administration or partially guaranteed or insured by the 
Veterans’ Administration; and (c) the rate of interest on debentures issued by 
the Federal Housing Administration in settlement of foreclosure claims to be 
set at the time the note is insured, at a rate not higher than the current average 
yield on all outstanding marketable obligations of the United States Govern- 
ment having a remaining maturity of 15 or more years. The subcommittee 
further recommends that such committee shall consist of (1) the Administrator 
of the Housing and Home Finance Agency (who shall be chairman), (2) the 
Chairman of the Home Loan Bank Board, (3) the Commissioner of the Federal 
Housing Administration, (4) the Assistant Deputy Administrator for Loan 
Guaranty of the Veterans’ Administration, (5) the Chairman of the Board of 
Governors of the Federal Reserve System, and (6) the Secretary of the 
Treasury. 

Mr. Cuarxe. In the light of that, I will read this paragraph over 
again. 

We oppose all forms of direct, selective, and optional controls, as 
being contrary to the very essence of “a strong, free, competitive econ- 
omy.” We consider that the control of the price of money and the 
rationing of the supply of money by official action is just as deleterious 
to the effective operation of a free economy as official price control or 
rationing commodities. Such controls as are proposed can only serve 
to drive activity away from the controlled areas. In the oT 
between private business and government it is vital that the rules 
known and that changes be infrequently made. Private enterprise 
cannot effectively operate in an atmosphere of apprehension or uncer- 
tainty caused by frequent and unforeseeable changes in the rules of 
the game. That atmosphere leads to attempts to double-guess the 
Government and to act on judgments of probable Government action 
rather than on estimates of the demands of the market. 


> 
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The Crarrman. Let me ask you this: Would you prefer the pro- 
vision in the bill giving the President this flexibility, or having the 
Congress write the interest rates in the bill specifically. 

Mr. Criarke. No; not interest rates. Interest rates, we believe, 
should be handled by a committee specifically charged with the respon- 
sibility of that job. 

The Cuarmman. Should we write in the bill a maximum interest 
rate or a minimum? 

Mr. Crarke. I don’t think so. 

The Cuamman. Leave it entirely up to the proposed committee ? 

Mr. Crarke. Why not? 

The CuatrMan. Don’t even say it can’t be more than 6 percent or 7, 
or under 3. Just leave it entirely up to— 

Mr. Crarxe. The Government-insured programs and guaranty 
programs can only operate if they have interest rates which are at 
the market. 

The Cuarrman. Which are what? 

Mr. Criarke. At the market. 

If we assume this particular committee is a responsible Government 
committee, certainly they would not permit the public to be gouged. 
Certainly they would keep the rate, if they were charged with that 
responsibility, which would keep the mortgages continuously in the 
market. It seems there is little sense in setting either maximums or 
minimums. It may have to comply with the market price, and there- 
fore if it has to comply with the market price you are assuming that 
if a committee is charged completely with that responsibility, that 
they would see to it that it stayed there. That the interest rates were 
moved 7 and moved down. It is just as bad to have them too high, 
Senator Capehart, as it is to have them too low. 

The CuatrmMan. Heretofore we have always specified the interest 
rate, have we not ? 

Mr. Crarke. That is right. Then, of course, what we got into were 

rates that sometimes were too high, and a substantial portion of the 
time much too low. Then we operate in a different field of handling 
it with discounts, or premiums, both of which are wrong. 

The Mortgage Bankers Association has long advoc ated that the rate 
of interest on FHA and VA loans be left free to find its place in the 
market, in the confidence that the insurance and guaranty features 
would be sufficient to give these rates a competitive differential. Actu- 
ally, in the end, no other method of setting rates will work unless 
public credit is to be substituted for private credit and public distribu- 
tion substituted for the private market. 

We have accepted the proposal in the Advisory Committee report as 
being a step in the right direction and probably the longest one that 
could be made at the present time. We cannot, however, endorse a plan 
that places the FHA and VA part of mortgage activity under as strict 
and comprehensive controls as ever have been found necessary in an 
acute national emergency in the midst on an otherwise free market. 
We cannot help but point out that our entire industry not so long ago 
fought vigorously, protesting the extension of authority to impose 
controls under regulation X, to end the very types of controls now 
proposed in title Il. The plan is neither fair nor practicable. It will 
not work. It promises only trouble for any administration that seeks 
to operate it. 
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I have a supplement that I would like to add to the written testimony. 

Opposition to the authority to vary statutory maximums for loan- 
to-value ratios, maturities, aid top mortgage amounts at the discretion 
of the President must not be interpret ted as opposition to all exercise 
of discretion in patterning a mortgage loan. The question is one of 
whether the discretion is to be used on a broad and arbitrary seale, or 
in a manner that reflects the characteristics of the individual case and 
the condition of the local market, as well as conditions generally. 

There is a view, held by some not thoroughly familiar with FHA 
and VA operations, that the stating of maximums in the statute im- 
plies a right by any borrower to those maximum terms. This is not the 

‘ase. Discretionary application of the statutory limits has always 
been a feature of insured and guaranteed lending and will continue 
to be, so long as the present arrangement prev ails. 

Discretion is exercised in a number of ways. First, the mortgage 
lender, mindful of the coinsurance aspects the FHA and VA pro- 
grams, as well as of the income from a mortgage that remains in good 
standing, exercises selectivity in his choice of loans. The vari: ability 
in prices being currently offered for FHA and VA loans according to 
the mortgage characteristics is evidence that this exercise of discretion 
is real. 

Second, discretion is exercised by the FHA and VA offices. The 
quality of the property, and its location, and the credit of the bor- 
rower, as well as the strength or weakness of the local market, all are 
considered in determining \ what is an insurable risk, in terms of down- 
pavment and maturity. 

Finally, the total volume of funds available for mortgage lending 
is influenced by the fiscal and monetary policies pursued by the Treas- 
ury and the Federal Reserve System. The potency of the actions of 
these agencies was vividly evidenced last year, first by a general 
tightening of credit and later by an easing of credit as general busi 
ness conditions required. 

The present arrangement is thus sensitively adapted to the exercise 
of discretion in relation to individual cases, local conditions, and 
national contingencies. It is an arrangement that, in each of its 
aspects, is dictated by market conditions. It is an effective arrange- 
ment, which has worked successfully in all instances except during the 
inflationary period following World War II when the Federal Re 
serve authorities failed to exercise their responsibilities. 

The arrangement. proposed in title II of the legislation under con- 
sideration would seriously disturb this situation. The variation of 
mortgage terms by Presidential edict would, indeed, create the im- 
pression that the established terms were to be had as a matter of right, 
irrespective of individual circumstances and local conditions. It 
would discourage the exercise of discretion by lenders, and it would 
render difficult, if not impossible, the discretionary handling of indi- 
vidual cases by local FHA and VA offices. 

If Congress believes that the maximum terms provided in this 
legislation are too liberal to be safely operative in a free market, then 
it should tighten them. But in any case, it should set the basic rules 
in a manner than can be known and counted upon, leaving the in- 
fluences that naturally bear on the extension of credit to produce the 
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numerous individual variations that are characteristic of a free- 
market economy. 

We put that in, Senator, because we feel there were a number of 
misunderstandings; a misunderstanding in the fact that, when terms 
are set up—for example, 30-year term FHA, which is proposed in 
this legislation—that everybody will. get 30-year terms. The actu- 
ality in the terms of operation of the FHA offices is that this is not the 
case, depending upon the age of the property and so forth. We think 
that the legislation should give the maximum, and leave, if you will, 
to the discretion of the operating heads of the FHA and VA, as to 
what they may do in local situation, and so forth, and so on, rather 
than to have the President say whether it is all going to be 25-yeai 
terms or something else. 

The Cuarmman. You want flexibility, there ¢ 

Mr. Ciarkxe. That is right. There is much more flexibility than 
letting the legislation set it this way and letting the operating heads, 
if you will, in their own particular departments, handle it. 

That is all we have to say on that question of selective credit. 

Our opinion is that title III of the bill—dealing with the revival 
of the Federal National Mortgage Association—also is a significant 
and unfortunate departure from the recommendation of the Presi 
dent’s Advisory Committee. 

In an unimpeded free market, controlled by freely moving interest 
rates, supported by increasing savings and active competition all 
along the line among various types of lenders and various kinds of 
borrowers, the need for a secondary mortgage market facility is not 
great. 


This conclusion is based on a year-long study recently compieted by 
the association, the final report of which I am submitting herewith, 
with the request that it be included in the record. 

The CHatrMan. Without objection, it will be placed in the record. 

(Appendix A to Mr. Clarke’s statement follows :) 


APPENDIX A—PROPOSAL FOR THE CREATION OF A SECONDARY 
MARKET FOR HOME MORTGAGE LOANS INSURED OR GUARANTEED 
BY THE FEDERAL GOVERNMENT 


I. Wuy A SeconDARY MARKET FACILITy Is PROPOSED 
A. THE FINANCING REQUIREMENTS OF THE BUELDING INDUSTRY 


1. Home building now a mass industry 


During the last 20 years, homebuilding has achieved the status of a major 
industry. The size of its operating units has grown; the proportion of the total 
supply built by the larger operators has risen; and the practice of building for 
unknown buyers has become a major factor in the market. 

Back of the construction organizations, and in many respects a part of the 
total industrial operation, are the ares ers and distributors of building mate- 
rials and equipment. Like the new building organizations, the manufacturers 
and suppliers have geared themselves to meet a broad and growing demand. 

In other words, homebuilding has become a mass production industry. 


2. Dependable source of financing essential 


As a result of this development, the financing requirements of the homebuild- 
ing industry are similar to those of other mass producing industries: In order 
to maintain its operating units and improve its operating practices, it requires 
a dependable and relatively constant source of funds to finance the construction 
and sale of new housing. 
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At the same time, the homebuilding industry is peculiarly dependent upoa 
borrowed funds both to carry its own operations and to finance its buyers. Un- 
like many industries having large amounts of permanently committed capital, 
homebuilding has little internal resources, while the mass of its buyers must also 
depend upon large amounts of credit. 

Because of the importance of maintaining fluidity in the used-house market 
(on which new sales will more and more be dependent), a dependable supply 
of funds for this market is equally important. Because of the conditions de- 
scribed below, the housebuilding industry has less assurance of the kind of 
tinancing it requires than do other mass production industries. 


B. SHORTCOMINGS OF THE HOME MORTGAGE MARKET 


1. Variability in the flow of mortgage funds 

(a) Savings and loan associations provide the nearest thing to a constant 
source of home mortgage money. Their investments are almost wholly in home 
mortgages and they provide annually about a third or more of the total supply 
of funds for this purpose. This proportion, as well as the absolute amount of 
mortgage lending, has been increasing during the recent years—testimony to 
the steadiness of this sector of mortgage lending in comparison with the rest. 
While this circumstance gives, year in and year out, a fairly dependable base 
for mortgage activity, it still leaves the bulk of the market subject to other in- 
fluences. Moreover, since most savings and loan institutions do not have suffi- 
cient resources to finance the large housebuilding development, this type of 
operation is generally dependent on other credit sources. 

(b) Other institutional mortgage lenders, comprising mainly life-insurance 
companies, mutual savings banks and commercial banks, are mortgage lenders 
only incidentally to their role as general investing institutions. They vary the 
amount of their mortgage lending according to the relative advantage to be 
gained from other types of investment and, consequently, may make fairly 
abrupt changes in their lending policies. The result is occasional marked 
increases or decreases in the amount of mortgage loans currently being made by 
them, or, actually, temporary withdrawals from the market. 

Other types of investors (trusts, pension funds, and individuals) are less 
important and less dependable as mortgage lenders. 

(c) Because of these circumstances, the home mortgage market may find 
itself temporarily restricted in the supply of funds, for reasons that may be 
wholly unrelated to the demand for housing. 


2. Unevenness of regional distribution of mortgage funds 


(a) Surplus and scarcity areas are typical of the home mortgage market even 
in times when funds are generally available from the investors discussed above. 
In the older areas of the country, notably New England, the Middle Atlantic and 
part of the Great Lakes regions, the funds available for mortgages often exceed 
the demand for loans. On the other hand, the South, the Southwest and the 
West chronically are importers of mortgage money. 

(b) Reasons for the uneveness are many. The main cause is that the savings 
of the country are created in or drawn into the older, more mature regions, and 
that the more rapidly growing sections of the country find their local resources 
insufficient for their needs. Metropolitan areas have greater access to funds 
than small, nonmetropolitan communities, which lack substantial local institu- 
tions and present an especially costly servicing problem. States with onerous 
foreclosure statutes often have greater difficulty in obtaining mortgage money 
than States in which foreclosure is simple. 

(c) Therefore, even in times when mortgage money is generally available, 
areas ranging in size from single small communities to whole regions may have 
insufficient funds to meet local demands. In times when money becomes 
generally stringent, these areas appear to suffer earlier and more drastically 
than more favorably situated localities. 


3. Uneveness in economic distribution of mortgage funds 


Because of low loan-to-value ratios and limitations on payment periods im- 
posed by State law or supervision, most institutional lenders have been unable, 
under conventional loan practices, to serve the mass market with first mortgage 
financing. Consequently, where the market has to rely on conventional lending, 
risky and costly second mortgage financing usually becomes an unavoidable ad- 
junct to the mortgage system. 
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©. PARTICIPATION OF THE FEDERAL GOVERNMENT IN HOME MORTGAGE FINANCING 


1. Characteristics of Government home mortgage activities 

(a) Scope: The Federal Government, under the direction of the Home Loan 
sank Board, maintains a reserve credit system (the Federal Home Loan Bank 
System), mainly for savings and loan associations, and a system of share 
account insurance (Federal Savings and Loan Insurance Corporation). The 
Board also charters Federal savings and loan associations. 

The Government opertes a number of systems of mortgage insurance through 
the Federal Housing Administration and a special home loan guaranty and in- 
surance system through the Veterans’ Administration. Also through the Vet- 
erans’ Administration, it provides a system of direct lending for veterans who 
are unable to obtain private financing within the terms fixed by statute. 

Through the Federal National Mortgage Association, it has maintained a 
reserve credit facility of a very limited and specialized character for institutions 
making FHA and VA loans. 

(b) The purpose of these Government agencies are to give stability to mort- 
gage lending activity, to broaden the geographic distribution of mortgage funds, 
mainly through private financial channels, and to give emphasis to the chan- 
neling of funds to the mass housing market. 

The extent to which the agencies have achieved their objectives and the 
shortcomings they have encountered are briefly described below. 


2. Accomplishments 


(a) Home Loan Bank Board: The strength and stability to savings and loan 
associations provided by the home loan banks and the FSLIC have in large 
measure accounted for the growth of savings and loan institutions. Through 
use of its chartering power, the Home Loan Bank Board has helped to provide 
loan sources in some heretofore underserviced areas. 

(b) The Federal Housing Administration and the VA Loan Guaranty Service, 
by creating a standard form of low risk mortgage investment, have increased 
the geographical and economic ranges of mortgage lending, particularly by life 
insurance companies and mutual savings banks. They also have augmented 
local sources of mortgage funds by encouraging commercial banks to make 
home mortgage loans. These agencies have gone far toward creating a national 
market in which insured and guaranteed mortgages may be traded. Largely 
through the influence exercised by these programs and the Home Loan Bank 
System, complete and regular amortization has become standard practice, thus 
making unlikely such a collapse of the mortgage structure as occurred in the 
early 1930's. 

(c) The Federal National Mortgage Association, especially prior to World 
War II, has been helpful in increasing the flow of funds into underserviced 
areas and in reducing the impact of temporary disruptions in the home mort- 
gage. market. 


3. Shortcomings of the Federal programs 


(a) Limited influence on conventional lending: Aside from the influence 
exerted through the Home Loan Bank System, none of the Federal programs 
have had any effect in eliminating deficiencies in the conventional loan area of 
the market. Instead, they have resulted in the creation of parallel systems of 
mortgage lending and have developed a national market around these systems. 

(6) Limited appeal of Government programs: Only to a limited extent have 
savings and loan associations participated in the insured and guaranteed loans 
programs, the bulk of their operations remaining in conventional loans. Major 
participation has been on the part of banks and insurance companies. In other 
words, the greatest appeal of the Government programs has been to those insti- 
tutions which characteristically show the most variability in their mortgage 
lending policies. As a result, the Government programs have been generally 
more susceptible to fluctuations in the availability of funds than home mortgage 
lending as a whole. 

(c) Agegravation of variability in the flow of funds: The ordinary tendency of 
the :uaranteed and insured programs to be subject to greater than normal fluc- 
tuations has been intensified by the insistence on maintaining maximum interest 
rates lower than what the market will accept on a par basis. 

(d) Inadequate reserve credit facilities: The original purpose of the Federal 
National Mortgage Association was to provide a stabilizing force in the market 
by (1) reaching new investment funds through the sale of its debentures, (2) 
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” providing a market for loans in underserviced areas, and (3) offering a source of 
liquidity to institutions carrying on large insured-loan activity. Prior to World 
Loan 3 War II, the Association served fairly well in meeting these objectives. 
Bank Recently, however, the purpose of FNMA has been directed to providing a mar- 
hare ket for economically dubious loans and to supporting the fixed, submarket in- 
The terest rates. 
D. PROBLEMS TO BE SOLVED 
ough 
d in- : 1. Improvements in conventional financing 
Vet- The conventional loan system could be made a much more flexible and useful 
who instrumentality if State laws regarding foreclosure and investment practices 
were amended so as to make possible a better geographic and economic distribu- 
ed a tion of mortgage funds. To the extent that this could be accomplished, the ex- 
tions cuse for the Federal programs would be diminished. 

The difficulty is that the conventional loan system is in reality 51 systems 
mort- as created by State and Territorial law, and the task of effecting the desirable 
unds, improvements is a formidable one. While this task should not be neglected, it 
chan- seems also desirable, pending such action, to improve the functioning of the in- 

sured and guaranteed systems. The principal steps that could be taken to 
1 the achieve this end are given below. 
2. Flevribility in interest rates 
The greater part of the difficulties in the distribution of mortgage funds would 
loan be eliminated if interest rates on FHA and VA loans could be set in accordance 
large with the relation of the supply to the demand for funds in the market as of the 
rough time and place in which the loans were initiated. Such flexibility in rates is 
ovide essential if the insured and guaranteed systems are to be an integral, dependable 
feature of the mortgage market, and if we are to maintain a market of nation- 
rvice, wide scope. 
eased “baie 
vy life 3. Secondary market facilities 
ented Although it is not possible, so long as submarket interest rates are allowed 
make to persist, to measure the need that might otherwise exist for additional reserve 
‘ional credit facilities, it seems likely that even a completely free interest rate would 
irgely not remove all the frictions in the market mechanism. It would still be doubtful 
Bank that Hawaii and Massachusetts would have equal access to mortgage funds or 
thus that the transitory irregularities in mortgage funds would be entirely eliminated. 
n the On the strength of this probability, there would still remain a place for a sec- 
ondary mortgage market facility. 
Vorld From a practical viewpoint, it would be most feasible to confine the operations 
-viced of such a facility, at least at the outset, to transactions in Government-insured 
mort- or guaranteed mortgage loans, which offer the minimum of difficulty in ultimate 
disposal to investing institutions. 
If successful experience should warrant an expansion of the function of the 
facility to encompass other types of loans, that could be considered at a later 
uence occasion. In the meantime a greater degree of stability would be given to a sector 
zrams of mortgage activity that has been representing annually 26 percent to 36 percent 
‘ea of of all home mortgage lending and which now comprises almost 45 percent of all 
ms of outstanding loans on 1- to 4-family dwellings 
stems. 
have II. NATURE AND FUNCTION OF A SECONDARY MARKET FACILITY 
ans 
aaner A. WHAT A SECONDARY FACILITY SHOULD AND SHOULD NOT DO 
oo 1. Purpose 
‘toave The purpose of a secondary banking facility for the home mortgage market 
erally would be to provide a reserve source of funds. To this end its purpose would be 
*teage similar to that of the Home Loan banks. Its scope in one respect would be nar- 
rower in that it would deal only in Government-insured or -guaranteed loans. On 
ney of the other hand, the scope might be wider than that of the banks in that it might 
1 flue- deal with all types of institutional makers and holders of FHA and VA loans, and 
terest be enabled to discount mortgage paper without, as well as with, recourse, and to 
sell its holdings to other institutions as advantageous opportunities presented 
ederal themselves. Like the banks, however, its character as a reserve, or last resort, 
aarket source of funds should be clearly established. 
s, (2) The facility should be enabled to overcome shortages of funds occasioned by 


adjustments in institutional loan policies and by other transient conditions in 
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the general financial markets. It might also temporarily serve to help make a 
market in remote or rapidly growing areas where the customary facilities for 
one reason or another were unable to meet the reasonable requirements for 
mortgage funds. It should, within specified limits, offer lending institutions a 
means for obtaining liquidity and, hence, add to the attractiveness of mortgages 
as an investment. 

In short, the purpose of the facility would be to provide a measure of breadth, 
stability, continuity, and confidence to the market for insured and guaranteed 
loans which might not otherwise prevail. 


2. Limitations 


Equally important to the delineation of the purposes of a secondary facility 
are the limitations that should be imposed on it if it is not to be misdirected from 
its proper task. The resources of a secondary facility should be used neither to 
finance a speculative expansion of the housing market nor to bolster a market 
that is already glutted with oversupply. 

A proper functioning of the facility presupposes interest rates that either are 
free to move with the market or are administratively set in a true relationship to 
current market conditions. Under no circumstances should the facility be used 
as a means for supporting interest rates lower than those at which persons of 
good credit are generally able to borrow money. 

The facility should be used with great caution as a means for supporting 
specialized programs. The readiness of the market to handle most of the 
financing of World War II defense housing without the intervention of FNMA 
indicates that special programs can be financed if interest rates and other terms 
are in line with market conditions. 


B. METHOD OF OPERATION 

1. Criteria 

The organization, the basic powers, and the operational procedures of the 
facility should all be designed with the view to accomplishing the purposes of 
the proposed institution within the limitations prescribed for it. This is obvi- 
ously a difficult achievement. Since there are no fully reliable indicators of 
economic trends, it cannot be possible to write into legislation any formula 
that will assure that the appropriate action will be taken at a crucial time. 
Much must be left to judgment, as is true with the operation of the Federal 
Reserve System; and the best that legislation can do is to delineate as clearly 
as possible the areas in which judgment will be exercised, and to provide an 
administrative framework which will enable knowledgeable and competent men 
to exercise their judgment free of passing political pressures. 


2. General policies 


To assure the last resort character of its operations and to prevent its misuse 
for speculative purposes, the facility should deal only with the makers and 
holders of FHA and VA mortgages and never with mortgagors; and it should 
ordinarily impose a penalty on those who deal with it. 

While the principle of buying cheap and selling dear should be maintained, 
even this need not be invariably adhered to at all times. Flexibility and 
maneuverability should be the keynotes of policy. In order that rigidity of 
practice be not mistaken for sensitive and responsible administration, the widest 
range of judgment should be permitted and encouraged in establishing discount 
rates and other conditions in connection with its transactions and in determining 
extent and location of its activities. 


3. Organization 


To avoid exposure to such pressures as made FNMA a prime instrument of 
inflation during the late 1940's, the facility should be organized as an independ- 
ent corporate entity with a governing board with staggered terms of office. No 
official of either FHA or VA should be a member of the board, nor should these 
operating agencies otherwise be in a position to dominate the policies of the 
facility. 

It would of course be desirable that the facility be privately financed. 
Although at the beginning it might be necessary to employ Government capital, 
as was the case with both the land-bank and home-loan bank systems, pro- 
vision should be made for its replacement from earnings or from-private sub- 
scription at the earliest time practicable. 
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All users of the facility should be required to have a capital interest in it. 
A compulsory membership arrangement, like that of the Federal Reserve System, 
would hardly be practicable, because of the difficulty in determining the basis 
for membership in an institution of this kind. Subscription on the basis of a 
relationship to assets of the participating institution, as is the case with both 
Federal reserve and home-loan bank systems, does not appear feasible be- 
cause of the great variety in the character of the capital structure of institu- 
tions making FHA and VA loans. A method of subscription on the basis of the 
extent to which the facility is availed of, as is followed in the land bank system, 
is considered to be the method most adaptable, namely a subscription to stock 
in ratio to the amount of loans sold to the facility, such stock to be retirable 
as the loans were paid off or sold by the facility. Additional operating capita) 
should be obtained by the issuance of debentures to the public at a ratio not 
in excess of 10 to 15 times the capital and surplus of the facility. 

Because of the influence that mortgage lending has on the whole credit struc- 
ture of the country, it is important that a close relationship prevail between the 
secondary market facility and the central monetary authority. Although this 
relationship does not have to go so far as to involve administrative supervision 
of the facility, the discount rate and other broad policies should be determined 
only after receiving the advice of the Federal Reserve Board. 

Consideration has been given to the possibility of making the facility an 
adjunct operation of the Home Loan Bank Board instead of giving it independent 
administrative status. Here the problem is the domination of the Home Loan 
Bank Board and system by a single group of mortgage lending institutions, the 
savings and loan associations, whose reserve, liquidity, and stabilization prob- 
lems differ in many respects from those of other mortgage lenders. It is con- 
ceivable, however, that, if the nature of the Board were broadened to correspond 
to that of the Farm Credit Administration (which administers such diverse 
operations as the land bank system and the intermediate credit banks), an 
administrative union of the Home Loan Bank System and the proposed second- 
ary facility might be feasible, and the possibility should not be excluded from 
consideration. In any case, the importance of a close relationship to central 
credit and monetary policy should he maintained. 


III. Proposep LEGISLATION 


A. EXPLANATION 


The following outline is designed to present the features of the legislation 
necessary to bring a secondary mortgage market facility into being and to assure 
the attainment of the objectives stated in the previous sections of this report. 


B, OUTLINE OF LEGISLATION 
1, Title 


An act to establish a secondary mortgage market facility. 
2. Statement of purpose 


To create a more equable distribution of mortgage funds throughout the 
Nation and to reduce the variations in the amount of funds that from time to 
time and from place to place are available for residential mortgage loans in- 
sured by the Federal Housing Administration or guaranteed or insured by the 
Veterans’ Administration. 

(Comment: The limited purpose enunciated above follows the reasoning and 
recommendations in the previous discussion. It envisages an institution created 
to deal with identifiable problems and avoids embarking upon any vast experi- 
mental operation. It would be possible for Congress to broaden the scope of the 
activities of the fund as improvements were made in State legislation and as ex- 
perience evidenced capacity to deal safely on a broader basis.) 


3. Corporate structure 


There shall be established in the District of Columbia a corporation, known 
as the Federal Mortgage Fund, which shall have succession until dissolved by 
Congress. 

The fund shall have a Board of Directors consisting of three members ap- 
pointed by the President with the advice and consent of the Senate, with com- 
pensation fixed at $15,000 per year, the Chairman of the Board to be designated 
by the President and to serve as chief executive officer of the fund. Terms of 





318 HOUSING ACT OF 1954 


the Directors shall be for 6 years, except that, at the outset, the terms shall be 
for 2, 4, and 6 years. The Directors shall appoint all officers and employees of 
the fund, who shall serve at the pleasure of the Directors. 

The fund shall be an independent agency and shall make reports annually 
to the President and the Congress covering its operations and administrative 
policies. The Directors, however, shall receive the advice of the Board of 
Governors of the Federal Reserve System before issuing debentures or establish- 
ing buying and selling prices on mortgages acquired by the fund and interest 
rates on loans made by it 

(Comment: The concept is one of an institution that is ultimately: financed 
wholly with private funds and which involves no obligation on the part of the 
Government other than that already involved in the mortgage insurance and 
guarantee operations. At the same time, the institution is to be free from 
domination by any of the various interests in the construction of mortgage 
finance industries or by the governmental agencies operating the insuring and 
guaranteeing programs. The corporate form and administrative arrangements 
provided for in the legislative outline are designed to accomplish these purposes. ) 
4. Advisory Council 

In the exercise of its functions, the Directors may utilize the advice of an 
Advisory Council consisting of 12 members, broadly representative of the geo 
graphic regions of the Nation and of the business interests related to residential 
mortgage lending, to be appointed by the President for terms of 1 year, and to 
meet at the call of the Board not less than 3 times each year. Council members 
shall be compensated for time actually spent on Council business and for nec 
essary expenses in attending meetings, according to the customary allowances 
for such compensation. 

(Comment: The object of the proposed Council is to assure representation of 
industry in the policymaking process. ) 

5. Paid-in capital 

The fund shall have an initial capital of $50 million which shall be transferred 
from the capital and surplus accounts of the Federal National Mortgage Associa 
tion and shall be in the form of a loan to the capital account of the fund. The 
amount of this loan, with interest at the average yield on outstanding Govern 
ment obligations as determined at the time of transfer, shall be repaid out of 
the earnings of the fund, within a period not to exceed 10 years unless otherwise 
directed by Congress. No dividends should be paid to stockholders until the 
Federal capital has been retired. 

For the privilege of doing business with the fund, institutions eligible to deal 
with the-fund shall subscribe to nonvoting stock in the fund an amount as 
determined from time to time by the Board of Directors but not less than 2 
percent nor more than 4 percent of the face amount of any loan made by the 
fund or of the outstanding principal amount of FHA or VA mortgage loans sold 
to the fund. Such stock shall be redeemable with the liquidation of the loans 
sold to the fund. 

Earnings in excess of required reserves and estimated requirements for ad- 
ministrative expenses for the succeeding year shall annually be paid into the 
eapital account in replacement of the Treasury investment. 

(Comment: The capital setup provides a simple method for accumulating 
private funds from those who use the facilities of the fund and for the gradual 
replacement of Government by private capital.) 

6. Eligibility 

The fund shall be authorized to conduct loan or purchase transactions with any 
mortgagee approved by thet Federal Housing Administration for making insured 
mortgage loans and with any corporation, trust, or other institutional borrower 
having succession that is regularly engaged in the business of making loans 
guaranteed by the Veterans’ Administration and is approved by the directors of 
the fund. The fund shall have the right to refuse for cause to transact business 
with any otherwise eligible institution. 

(Comment: The eligibility requirements are designed to assure that those 
doing business with the fund are competent and responsible lenders capable of 
servicing mortgage loans. In principle these provisions are similar to those 
now governing FNMA operations. ) 
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7. Powers 


The fund shall have power to adopt and use a corporate seal; make contracts ; 
sue and he sued; establish branches as may be deemed appropriate by the di- 
rectors: conduct business in any State, Territory or possession of the United 
States including the District of Columbia; issue debentures as hereinafter pro- 
vided; buy, sell, and lend on the security of FHA and VA mortgage loans and 
otherwise invest its funds as hereinafter provided; enter into and terminate 
contracts for servicing mortgages in its portfolio; foreclose defaulted mortgages, 
or purchase title in lieu of foreclosure or accept title for release of the mortgage 
obligation ; deal with, renovate, sell for cash or credit, rent or otherwise dispose 
of any property acquired through foreclosure proceedings: and do all other 
things necessary or incidental to the proper conduct of its affairs. 

(Comment: The requisite powers of the fund are set forth, but, at the same 
time, a broad range of discretion is left to its board of directors in establishing 
operating policies and procedures. ) 


8. Obligations 


The fund shall be authorized to issue and to have outstanding at any one 
time notes, bonds, debentures and other obligations in an aggregate amount not 
to exceed 12 times the amount of its paid-in capital and in no case in excess 
of the outstanding principal amount of the mortgages, cash, and other assets 
held by it. The payment of principal and interest on such obligations shall be 
secured by a pledge of all assets and earnings of the fund but shall not be other- 
wise guaranteed. The obligations shall be legal investments for any national 
bank or Federal savings and loan association and shall be eligible for purchase 
by the Federal Reserve banks on conditions to be established by the Board of 
Governors of the Federal Reserve System. 

(Comment: The ratio of debentures to capital is such as to promise ready 
acceptance in the financial market.) 


9. Investment of funds 

The funds of the fund shall be invested in (a) mortgage loans insured by the 
Federal Housing Administration or guaranteed or insured by the Veterans’ 
Administration which have been acquired from eligible institutions under con- 
ditions of eligibility as may be determined from time to time by the fund: (b) 
loans made to eligible institutions on the security of such mortgage loans; (c) 
Government obligations; or (d) cash. 

(Comment: The limitations on investment are in line with the limited purpose 
for which the facility is established. ) 

10. Reserves 

An amount equivalent to not less than 10 percent of net earnings shall be 
accumulated annually as a reserve until the reserve equals 50 percent of its 
paid-in capital. The reserve shall be invested in United States Government 
obligations or held in cash and shall not be subject to any claim upon the fund 
or be drawn for any purpose except to met interest and principal payments on 
the fund’s obligations in amounts in excess of its earnings. 

(Comment: Although none of the previous legislation respecting national 
mortgage associations has contained a reserve requirement, on the theory that 
the insurance and guaranties on its investments would provide adequate pro- 
tection, it is felt that both the soundness of the operation and the acceptability 
of the debentures would be improved if additional protection in the form of 
reserves were provided for.) 


11. Discounts, premiums, rate of interest 


In connection with its purchase and loan transactions, the fund shall from 
time to time establish the rate of discount, if any, at which it will buy mortgage 
loans, the amount of premium or discount, if any, at which it will sell mortgage 
loans, and the rate of interest and other conditions on which it will lend its 
funds on the security of mortgage loans. 

(Comment: It is assumed that the agencies issuing and guaranteeing mort- 
gages will follow a policy in respect to interest rates that will assure a reason- 
ably close relationship to market conditions. The freedom allowed the fund in 
establishing discounts and premiums is intended to give strength to a flexible 
interest rate policy.) 


12. Liquidation of Government mortgage holdings 


The Federal National Mortgage Association shall be terminated and all its 
assets shall be transferred in trust to the fund for management and liquidation. 





320 HOUSING ACT OF 1954 


All assets of the FRC Mortgage Company shall be transferred in trust to and 
managed and liquidated by the fund. All mortgage loans acquired by the Vet- 
erans’ Administration under its direct lending program shall be transferred in 
trust to be managed and liquidated by the fund. All receipts from these trust 
accounts in excess of all servicing costs, all losses, and a management fee equiva- 
lent to one-half of 1 percent per annum of the outstanding amount of the mort- 
gages in the trust accounts, shall be paid to the general fund of the Treasury 
except that, as to mortgage loans transferred from the Veterans’ Administration, 
the net receipts shall be paid to the account of the Veterans’ Administration. No 
assets of the trust accounts may be sold at less than par except with the con- 
currence or at the direction of the Secretary of the Terasury. 

(Comment: The reasons for giving these liquidating functions to the fund 
are to provide greater economy of administration, and to assure a more orderly 
market for the mortgages held by governmental agencies and the new facility.) 
13. Taxation provisions 

Franchise, capital, reserves, investments and other property (other than real 
property) held by the fund and earnings of the fund shall not be taxable by the 
United States or any State, Territory, or possession of the United States, or 
political subdivision thereof. The income from obligations issued by the fund 
shall be fully taxable in the hands of the holders of such obligations. 

(Comment: The tax status of the fund is in general conformity with that 
previously proposed for national mortgage associations. ) 

14. Federal depository 

The fund shall be authorized to receive deposits of public money and to serve 
as a financial agent of the Government of the United States. 

Mr. Crarke. In substance, we believe it would be desirable to pro- 
vide the users of FHA and VA financing with an institution of last 
resort that could help to even our irregularities in the regional and 
seasonal flow of mortgage funds and could offer a source of liquidity 
in times of unusual stress. We do not, however, believe that such an 
institution should promise to maintain a flow of funds at all times or 
under all conditions, that it should support credit programs that are 
not inherently sound, or that it should provide a means for avoiding 
interest-rate adjustments that the market demands. 

The plan offered by the President’s Advisory Committee conformed 
to the specifications I have just set forth. It would be capitalized with 
non-Government money. It would follow the pattern of the land 
bank system in requiring an investment in stock at a ratio recom- 
mended at not more than four percent, to the amount of mortgages 
sold to the institution, this stock to be redeemable whenever these 
mortgages might be repaid or sold to another investor. 

It would obtain additional operating funds by offering debentures 
in the market at a maximum ratio of 12 times its capital and surplus. 
It would receive no support from Government and assure no support 
for otherwise unmarketable activities. It could, however, well serve 
to tide over temporary distortions in the flow of funds and to expand 

' . 8 - . 
the market for loans in areas of capital deficiency. With minor sug- 
gested modifications, the association endorsed the recommended 
plan. 

The proposal in the legislation, on the one hand, offers a completely 
impracticable mechanism so far as concerns what might be called a 
normal secondary market function, and, on the other, provides the 
Government with a powerful means for creating public debt to sup- 
port activities, such as the proposed section 221, which might not be 
acceptable to the private market, as well as for pouring public credit 
into the market at such times as the President might believe it desir- 
able. 
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The part of the plan presumably dealing with normal secondary 
market needs is limited to purchases of mortgages in the lower part of 
the market, rather than being designed to service the market as a 
whole. It requires sellers of “these mortgages, in addition to other 
charges and discounts, to make a nonrefundable capital contribution 
equivalent to three percent of the amount of mortgages sold to the 
institution. This contribution carries a certificate exchangeable for 
stock in the corporation at such time as the original Government cap- 
ital might be retired. Because this contribution is in the nature of 
the purchase of a right, it would not be deductible for tax purposes as 
a business expense. 

Yet, it would receive no dividends so long as Government capital re- 
mained in the corporation, and would carry no right of redemption, 
even in the extremely remote contingency that the Government stock 
was retired. These extraordinary provisions practically assure that 
this part of the plan would have no practical utility. 

The Cuamman. You don’t think people will partici ipate 

Mr. Ciarke. No. It becomes politically imposible, in our opinion, 
for them to do so. 

The CuarrmMan. Due to the 3 percent requirements, and for other 
reasons ¢ 

Mr. Crarke. That is right. But the 3-percent requirement is one, 
as I said a little while ago, that is a pure investment. You take the 
normal] operating mortgage company, by the time it puts in $30,000, 
at the rate of every million dollars’ worth of business that it does, this 
particular institution would soon use up its capital, on which it would 
get no return or no guaranty of any return, or no guaranty of any 
return of its capital or any interest on it. It would mean it would bea 
practically impossible operation. 

In addition to that, of course, if FNMA follows its usual procedure, 
there would be other “charges besides the usual charge of 1 percent. 

The Cuarrman. It might bring the mortgage down to what, 94? 
Three percent brings it down to 97. 

Mr. Crarke. Yes. 

The CuatrmMan. Your other maturities might bring it down to 94 
or 95, 

Mr. Crarke. But your 3-percent charge is not a charge for doing 
business. 

The CuatrMan. No. 

Mr. Crarke. And you get, as a result of that 

The Crarrman. It is the net amount, though, that the gentleman 
receives for his mortgage. 

I see Mr. Cole, in his testimony, recommended : 

It seems to me consideration should be given to providing discretionary power 
in the Board of Directors to permit some return on the moneys paid in by the 
mortgage sellers as capital contributions during the period they hold these con- 
vertible certificates and prior to the time when they are exchanged for capital 
stock which is entitled to such dividends as the board of directors may declare. 

That is part of Mr. Cole’s testimony. 

Mr. CuarKke. He raised, then, somewhat the same questions we are 
raising. 

When, however, the President ~~ desire to use the facility for the 
purpose of supporting the whole FHA~VA market, or any selected 
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part of it, for example section 221, the 3-percent contribution provision 
could be dropped, and the facility could be operated exactly as FNMA 
was in the lush days of 1949 and 1950 when, in its support of the VA 
housing program, it became one of the principal engines of the price 
inflation of that period. With the Treasury support given it, this 
portion of the plan obviously could be made to work, and, especially 
in view of the impracticality of the first part of the plan, pressure for 
its invocation would be unremitting. 

We think it neither necessary nor desirable for the Government. to 
keep such a financial bomb in its closet. The private mortgage market 
has, after the postwar turmoil, achieved a good measure of stability. 
The prospect is that the supply of mortgage funds from the people’s 
savings in the years ahead will be ample to meet the needs of a broad- 
ening housing market. 

Aside from the assurance of a market rate of interest for FHA and 
VA loans, no more is needed than a means to reduce the incidence of the 
usually temporary fluctuations to which the private market is subject. 

The association urges that this section of the bill be given thorough 
consideration. We recommend a return to the principles enunciated 
and proposals offered in the report of the Advisory Committee; and 
while, as an alternative, we would accept the initial use of Government 
capital in lieu of the proposal to permit investment of home loan bank 
funds, we oppose any further major departure from the committee’s 
plan. 

Now, at this point, I should like to make reference to the testimony 
that was given last Friday by Mr. Shanks, president of the Prudential 
Insurance Co., before the House Banking and Currency Committee, 
of which I have seen a copy, in which he proposes the formation of 
voluntary committees to see to it that money is available in rural and 
semirural areas and for minority housing. 

We have seen that testimony, and we are of the opinion that it is 
something which should be seriously considered as a part of this 
legislation. 

We believe that this plan, if the life companies are proposing it, 
can be made to work, and that if it is, it would very largely eliminate 
the necessity, actually, for any operations of the Federal National 
Mortgage Association. That testimony, I presume, will be given here 
before the Senate Banking and Currency Committee. 

The Cuatrman. If it isn’t, it will be made available to us. He will 
testify here on Friday. 

Mr. Ciarke. I thought while he was here discussing this, I would 
put in our feeling in connection with it. 

The CuatrMan. We will give a lot of consideration to his sugges- 
tions. 

Mr. Cuiarke. Title IV of the bill, dealing with urban renewal, has 
our complete endorsement. So important do we feel its provision to 
be to the maintenance of economically sound cities, healthful and 
attractive living conditions, and the encouragement of greater pri- 
vate investment in housing property, that we are offering special tes- 
timony on this subject. 

Mr. James Rouse, who is a member of the President’s Advisory 
Committee, and from what we know, had a substantial proportion of 
the development of this program, is here, and will testify on our 
behalf in this connection. 
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In respect to title V, dealing with public housing, we consider the 
proposed amendments to be of minor significance. If the existing 
statute is to provide the basis for the continuance of this activity, they 
may offer some mild improvement. We regret that the bill does not 
go to the heart of the question of whether it should be continued at 
all; but, since it does not, we do not consider it appropriate to discuss 
the question here. 

We are submitting for your consideration a memorandum which 
we have prepared on this subject, with a request that it be included 
in the. record. 

The CuatrMan. Without objection, it will be made a part of the 
record. Is that on public housing? 

Mr. Criarxe. It is on the financing of public housing. 

The Cuarrman. On the financing of public housing ? 

Mr. Ciarke. That is right. 

The Cuatrman. You think we ought to continue public housing / 
Is that a fair question ? 

Mr. Ciarke. That is a little ticklish question to ask me, sir. 

(Appendix B to Mr. Clarke’s statement follows :) 


APPENDIX B 
FINANCING PULLIC HOUSING 
A MEMORANDUM SUBMITTED BY THE MORTGAGE BANKERS ASSOCIATION OF AMERICA 


The present plan of subsidizing public housing by making annual contributions 
sufficient to meet any deficits in the principal and inter st payments on the ta’ 
exempt bonds issued by local authorities is unlike any other Federal subsidy 
operation and has a number of serious objections. 

1. It puts on the market a security which at once is tax exempt and federally 
guaranteed, an anomaly in itself. For years the Treasury has sought to restrict 
the area of tax-exempt securities, yet in this case it permits an expansion of the 
area with Treasury endorsement. Yet the gain, ratewise, is small. The last 
issue of the guaranteed public housing authority %6- to 40-year bonds carried an 
average vield of 2.34 percent, at the same time as the average yield on high-grade 
municipals was 2.37. 

2. The scheine provides a subsidy for those who buy the bonds as well as for 
those who live in the houses: and the probability is that the subsidy to the bond 
buyers thronch tax exemption is greater than that to public housing tenants. 
It is doubtful that, from the Treasury’s point of view, a more costly way of 
financing a welfare program could be devised. 

3. The financing operations of the local authorities in themselves create dif 
ficulties for the Treasury’s own financing operations. There is little choice in 
the timing of the public authority issues. Since the funds are required to 
replace temporary financing (also tax exempt in most cases) used to pay the 
development cost of projects proviously authorized and built under contractual 
authority granted by the statute, the issuance of the permanent financing cannot 
be long deferred after construction is completed. The timing of such financing 
Inay be precisely wrong in respect to that of necessary Treasury financing, as it 
notably was in the spring of 1953. As things now stand, if no additional public 
housing were put under construction than presently authorized, approximately 
$500 million of tax-exempt guaranteed securities must be issued each year for 
the next 3 years. 

4. The provision of subsidies through annual contributions puts upon the 
Federal budget an item of expenditure over which neither the Bureau of the 
Budget nor the Congress can have any control. The subsidies represent a 40 
year contractual obligation, the total annual amount of which accumulates 
rapidly with the expansion of the program. During fiscal 1953 the amount of 
subsidy actually paid was $25.9 million. During fiscal 1954, the amount will be 
$43.3 million. From June 1954 on, with no further expansion of tlie program, 
the average annual contribution will be $79.7 million. If even the current rela 
tively low rate of expansion were continued, the amount would soon be equivalent 
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to what would be paid out in capital grants for an equivalent program. But, 
while the capital grant could be varied from year to year according to bud- 
getary considerations or the state of the economy, the annual contributions, 
once contracted for, are a fixed charge which cannot be varied on the initiative 
of the Government. A serious element of budget rigidity is thus created. 

Actually, the whole plan is a subtle means of disguising the full cost of the 
program. The actual cost of additional public housing is concealed, because the 
Congress is asked to authorize not the cost but simply the carrying charges on 
the cost. The actual cost of the annual contribution is also concealed because 
a substantial amount of the cost is hidden in an incalculable loss of revenue 
through tax exemption. 

The straightforward way of handling public housing financing would be 
through capital grants, which is the way in which all other subsidies for con- 
struction operations are handled. 

Consideration should be given to placing this program on the same basis as 
that now provided for subsidies for urban redevelopment—an outright Federal 
grant representing two-thirds of the total required expenditure, to be paralleled 
with a local payment of the other one-third. If this were accomplished, the 
Federal outlay would still be proportionately very generous, but it would be one 
that would restore to the Congress much closer control and would prevent the 
accumulation of future trouble in terms of fixed and invariable obligations. 

Mr. Crarke. Although the Mortgage Bankers Association includes 
but few savings and loan institutions, and consequently is not ordi- 
narily concerned with their special problems, we nevertheless fully 
endorse the provisions of title VI of the bill that gives these institu- 
tions better protection against arbitrary action by Government officials 
and makes possible their broader coverage of the mortgage market. 
We can only wish that the same attitude of confidence could be mani- 
fested in this legislation to those institutions that more generally deal 
in insured and guaranteed mortgages. 

In concluding my testimony, I ask for greater confidence in these 
institutions—the insurance companies, the banks, and the mortgage 
companies that, over a 20-year period, have made the insured mortgage 
system.a vital feature of the private mortgage-lending structure of 
the country. 

All but a small fraction of the 3.4 million mortgages financed with 
FHA mortgages since 1934 have been financed by the institutions I 
have mentioned. Of the total amount of this activity, only 193,200, 
or 6 percent, have ever found their way into FNMA, and this mainly 
during periods or in respect to programs when interest rates were 
set below marketable levels. 

The mortgage lending institutions of the country have well dem- 
onstrated their desire to work with the Government in improving 
housing conditions. They have a great record with insured, guaran- 
teed, and conventional loans. They will keep up this record, provided 
their freedom to perform is not arbitrarily hampered. In the main, 
this bill enlarges the area of potential performance. 

I have endeavored to point out the sections of the bill that do this, as 
well as to indicate those sections that appear to us to be in conflict 
with this objective. We urge your reconsideration of the conflicting 
sections, to the end that, relying on a “strong, free, competitive 
economy,” we may look forward to even greater progress in the im- 
provement of the housing conditions of our people in years ahead 
than has been achieved during the troubled period through which 
we have passed. 

I will be glad to answer questions. 

The Cuamman. You have some gentlemen with you? 
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Mr. Ciarke. That is right. I have Mr. Massey, who will talk about 
section 213. 

Mr. Massey. Mr. Chairman, my name is Maurice R. Massey, of 
Philadelphia. I am president of the Peoples Bond & Mortgage Co. 
in that city. Our firm has-been active in the past several years in 
financing section 213 cooperative housing projects, and I appear be- 
fore your committee this morning as a member of the board of gov- 
ernors of the mortgage bankers associations, to support the enact- 
ment of section 119 of the bill that you have up for consideration. 

In connection with that section of the bill, we have one suggestion : 
Section 213 of the National Housing Act, if amended as recommended 
by the President’s Advisory Committee, and as provided for in your 
bill, will provide, in our opinion, a very effective mortgage financing 
device for all types of housing, including new housing in renewal areas 
and new housing for minority groups. 

However, one particular amendment, not mentioned in either the 
committee’s report or in the bill, itself, is vitally necessary in con- 
nection with section 213 management-type projects. 

The need for this amendment arises not from the legislation itself, 
but from present FHA administrative requirements. 

In section 213 management-type projects involving either elevator 
buildings or garden-type multifamily developments, the FHA re- 
quires that a commitment may not be issued pursuant to an approved 
certificate of eligibility until 90 percent of the cooperators have been 
obtained and their required subscription prices have been fully paid. 
This administrative requirement causes delays costly to the project 
and provides a major barrier to the early start of construction of many 
very desirable projects. If the FHA continues this administrative 
procedure, it is too costly for sponsoring groups to engage in fur- 
ther section 213 projects, and the legislation becomes a useless tool in 
providing needed and moderately priced housing. 

It is recommended that section 213 be amended to provide for the 
issuance of a commitment to the sponsoring group in the same man- 
ner and provisions as are permitted under section 207, in order that 
construction could be commenced and sales programs entered into 
during construction or upon completion of the project. The mort- 
gage could be finally insured up to the eligible maximum provisions 
of section 213 when sales were completed and equity deposits fully 
paid, 

I should like to invite your attention, Mr. Chairman, to a project in 
Detroit which we are directly sponsoring, and which will illustrate 
what I am talking about. 

In collaboration with several Detroit institutions and firms, we are 
sponsoring an elevator-type building called River House, at a very 
fine location in downtown Detroit. We are impressed with this proj- 
ect because of its location, the character of design that we have, the 
type of accommodations that will be offered to the public will result 
in carrying charges of $22 per room per month, as against the equiva- 
lent accommodations in competitive buildings at nearby locations 
which run as high as $50 per room per month. 

The final sponsorship of this project, aside from our own, includes 
such companies as Westinghouse, Kelvinator, Briggs, Detroit Steel 
Products, the Warren-Webster Co., the J. L. Hudson Co., of Detroit, 
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a number of firms and institutions that have banded together to use 
section 213 as a device to supply moderately priced housing accom- 
modations. 

The Cuairman. Is there any tax exemption on this to enable you to 
get this lower figure ? 

_ Mr. Massey. No, sir; no real-estate-tax exemption, and no Federal 
income-tax exemption. 

The Cuatrman. None whatever / 

Mr. Massey. No, sir. 

The CuatmrmMan. This is a co-op? 

Mr. Massey. Yes, sir. 

The Cuarmman. You are building them, and then you are going to 
sell the units ¢ 

Mr. Massry. Yes, sir. 

‘To point up what I am talking about, we build an exhibition build- 
ing on this site and construct models so that the public can see them 
and inspect them. We initiated our advertising and opened our sales 
program on November 1. On November 14, we had 463 sales. By 
sales, I mean we had interviewed 463 applicants, taken $100 deposits 
from them, and begun to process their application through the FHA. 

As of November 14, we also had 107 cancellations for a net sales 
total of 356. One month later, on December 13, we had 586 sales, 
201 cancellations, and 385 net sales. 

On January 20, we had 642 sales—this contemplates a 448-unit ele- 
vator building—by that time we had had 261 cancellations, leaving a 
net sales total of 381. 

On March 5, we had 691 sales, our cancellations at that point had 
reached 322; we had a net sales total of 369. 

Happily enough, however, now, after several months hard work, 
and costly work, we have attained our 90-percent quota and we are 
ready to close the mortgage and begin construction. 

The New York Life Insurance Co. has taken a permanent mort- 
gage and a local bank, in collaboration with the Philadelphia bank, 
is taking the interim financing. But I want to point out if this pro- 
ject had been allowed to go ahead under section 207, with an 80-percent 
mortgage, if you please, instead of a 90-percent mortgage, with all 
the sponsoring groups’ fees deferred until such time as sales were 
achieved, then we could have started construction before Christmas. 

So we, therefore, recommend the following amendment to section 
213. We believe if adopted, section 213 could be wisely used in 
financing multifamily developments in all types of. areas. 

Following section 119, we suggest an amendment to section 213: 

Section 213 of said act, as amended, is hereby amended by adding to the end 
thereof the following subparagraph (h): “The provisions of this section may be 
extended at the d’scretion of the Commissioner to an insured mortgage trans- 
action initially insured under the provisions of section 207 where such project 
Was originally intended, at the time of the application for mortgage insurance, 
to be a cooperative housing project as defined in section 213 (a) (1) and (2).” 


The CuairmMan. Thank you, sir. We will certainly give considera- 
tion to that. 

Mr. Ciarke. Now. Mr. Rouse. 

The Cuarrman. All right, Mr. Rouse. 
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Mr. Rousr. My name is James W. Rouse. 1 am president of James 
W. Rouse & Co., of Baltimore, and I am here as a member o7 the 
board of governors of the Mortgage Bankers Association. 

I have handed in a statement to the committee, and I would like 
to just talk for a couple of minutes. 

The CuatrmMan. Without objection, your statement will be placed 
in the record, as written, as well as everything you say as a witness. 

(The prepared statement of Mr. Rouse follows :) 


STATEMENT OF JAMES W. Rouse, BALTIMORE, Mpb., THE MORTGAGE BANKERS 
ASSOCIATION OF AMERICA 


. 

Mr. Chairman and members of the committee, I am grateful for the oppor 
tunity to appear before your committee and to testify to the enthusiastic support 
of the Mortgage Bankers Association of America for the slum clearance and 
urban renewal provisions of the Housing Act of 1954. Mr. W. A. Clarke, 
president of MBA has testified on the other sections of the bill. My comments 
are limited to title IV. 

The MBA has supported the redevelopment program of the Housing Act of 
1949 from its inception and is in full accord with the principles on which that 
program is based. We are encouraged by the operation of the program to 
date and are anxious to see our cities take advantage of the experience which 
has been developed in the past few years and move ahead on a broad front 
against slums and blight. 

We can wipe out slums in American cities. We can build the vast sprawling 
squalid stretches of our cities into fine, clean neighborhoods where people will 
want to live and raise families. We can stop the spread of blight into our 
middleaged residential areas. 

We can do these things if we will lift our sights from piecemeal thrusts at 
our worst slum pockets to a well-planned, carefully organized total campaign 
against slums along the whole front from the first signs of blight to the last 
states of urban rot. 

Title IV of the Housing Act of 1954 is designed for such a campaign. If and 
when it is enacted into law it will unfold an enormous potential for effective 
action in towns and cities throughout the country. 

The approach to slum elimination in the past has been largely surgical. We 
have selected a certain number of our worst slum blocks, acquired the proper- 
ties, demolished the structures and redeveloped the cleared land. This process 
has been important. We have not only cleared some of our worst slums, we 
have also learned a lot about the techniques of land assembly, relocation and 
redevelopment planning. We have built an important structure of enabling 
legislation in the States and cities and established redevelopment commissions 
With trained staffs and an accumulation of experience in urban redevelopment. 

In the 4 or 5 years this process has been in operation, we have also become 
aware of certain clear limitations on the “surgery project” approach to slum 
elimination. We have learned that it is slow and expensive. If we moved at 
5 times the demolition rate of the past 83 years, it would take over 40 years to 
eliminate one-half the 10 million dwelling units said to be substandard in 1950 
and it would cost us $500 million per year to do it. This is far too slow and 
much too expensive. We have also learned that in many instances it creates 
new slums almost as fast as it clears the old ones. In the absence of effective 
preventive programs, it crowds the former slum dwellers into other deteriorating 
areas and spawns new slums. It simply fans the fire further into the forest 

Thoughtful observers of the redevelopment program are not dismayed by these 
experiences. On the contrary, they are tremendously encouraged at the huge 
potential which the redevelopment program has revealed and they are eager to 
remove its limitations, accelerate its pace, reduce its cost and enlarge its effect 
iveness. 

During the same period in which we have been cutting our teeth in redevelop- 
ment, there has been emerging in our cities an important new effort at slum 
elimination aimed at rehabilitating existing structures and conserving decent 
neighborhoods. This rehabilitation-conservation idea is new and growing. So 
great is the pressure in our cities for solution to the slum problem that the 
limited programs in rehabilitation which have been launched in some cities have 
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been seized upon by others and lifted high as beacons of hope for effective action 
in slum prevention and slum elimination. 

There is tremendous opportunity in this effort. Responsible organized, it can 
prevent slums before they start; rehabilitate structures worth saving; remove 
blighting forces and regenerate good neighborhoods out of deteriorating areas 
not yet beyond recall. 

But this effort is new and highly developmental. We are still learning the 
requirements or effective municipal organizations, still wrestling with enabling 
legislation, still pushing back the frontiers of its potential. No city in the 
United States has yet put together a truly effective rehabilitation-conservation 
program. None is even abreast of the composite knowledge and experience that 
has been accumulated in the past few years. 

It is clear to all who study the experiences to date in urban redevelopment, 
rehabilitation, and conservation that they must not be operated As separate 
programs but should be merged as essential components of an overall program 
for urban renewal. There is no sharp line in a city up to which all structures 
should be demolished and beyond which none shall be. Salvagable structures 
should not be destroyed simply because they are in a demolition area. We can- 
not afford that kind of waste. Nor does it make sense to attempt the rehabilitation 
of unfit structures simply because they are in an area marked for rehabilitation. 

The purpose of a slum-elimination program should be to eliminate slums and 
blighting influe ces from the entire city to make the city into a community of 
healthy neighbcrhoods. To achieve that purpose there must first be a compre- 
hensive plan for the community and for each of its potential neighborhoods. 
Within those neighborhoods all unfit and nonsalvagable structures should be 
demolished ; adverse nonconforming uses condemned ; congestion relieved ; parks 
and playgrounds provided; public utilities installed, street and traffic patterns 
planned to protect the neighborhood and, under a vigorous program of law en 
forcement, all structures should be rehabilitated to an acceptable minimum stand 
ard of health safety and sanitation. 

Title IV is designed to assist, promote and require that kind of slum-elimination 
program. It broadens the grant and loans provision of title I of the Housing 
Act of 1949, shifts the emphasis from demolition projects done to the regeneration 
of neighborhoods and the renewal of our cities. It permits the communities to 
obtain grants for public improvements which can so strengthen defined urban re- 
newal areas as to make rehabilitation effective and in many instances avoid 
wholesale demolition. 

Furthermore title ITV faces the business of slum cure realistically and says 
that the Federal Government has no business spending money on slum clearance 
unless there is some reasonable assurance that the Federal grant will achieve the 
purpose ihtended. Federal assistance in the slum-clearance field is intended to 
help cities help themselves eliminate slums. A city that is unwilling to set up 
a comprehensive program for slum prevention and slum elimination is simply 
chasing its slums from one part of the city to another. The Federal Government 
cannot afford to encourage or participate in that kind of waste. Therefore a 
“workable program for effectively dealing with urban slums and blight” is made 
a precondition to Federal assistance including grants under title IV, grants for 
Public Housing and FHA insurance under section 220. 

Title IV encourages a comprehensive approach to slum elimination by providing 
vastly broadened financial assistance for that purpose. Furthermore it requires 
that such a comprehensive program be developed as a precondition to eligibility. 
Then it goes an important step further and sets up an Urban Renewal Service to 
help the cities meet the conditions which the title IV program establishes. These 
programs of redevelopment and rehabilitation are new and growing. It is tre- 
mendously important to have a facility for communicating the various expe- 
riences in urban renewal from city to city and to thus assist in progressive 
improvement of the effectiveness of the program. The Urban Renewal Service 
will fill this need. 

In this connection, the importance of the $5 million fund provided in section 
414 merits special attention. This is a small fund as Federal finances go but it 
can be enormously useful. The timing in the urban renewal program is such that 
this fund, by accelerating the development and testing of new techniques in slum 
elimination, can ignite fires around the country that will light the way for 
hundreds of cities in the years ahead. It will tremendously speed up this entire 
program in its critical early years. 

Title IV marks a great step forward in the battle against slums. It will find 
support in the cities throughout the country, among planners, builders, bankers, 
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civic, and labor leaders. There is wide agreement on the principles on which it 
is based. The Mortgage Bankers Association is pleased to have this opportunity 
to express its support. 

Mr. Rouse. The Mortgage Bankers Association has endorsed, and 
I am here to communicate to the committee, the support of the asso- 
ciation on title IV of the Housing Act of 1954, which deals with slum 
clearance and urban renewal. 

I have a very special personal interest in this legislation, as I had 
the opportunity to serve as a member of the Pi esident’s Advisory 
Committee, and chairman of the Subcommittee on Urban Redevelop- 
ment, Rehabilitation, and Conservation. 

That subcommittee, Senator, it seems to me, did a good job, as good 
perhaps as this Senate committee would like to have had done for it. 
The subcommittee itself was constituted of a labor leader, Dick Gray, 
the president of the AFL building trades department; Alexander 
Summer, a past president of the National Association of Real Estate 
Boards; Ralph Walker, a past president of the American Institute 
of Architects, a strong advocate of public housing and from that 
general point of view of housing, on the one side; and Ehney Camp, a 
young, bright conservative vice president of a southern life-insurance 
company, on the other. 

We approached the task we had, with our conception of our mis- 
sion being to determine what it is that cities ought to try to do to 
eliminate “slums, and what the appropriate role of the Federal Gov- 
ernment would be in such an effort. 

We tried, as best we could, to bring before the committee the most 
objective study and discussion of what was happening in the country, 
what was wrong with what was happening in the country, what was 
right with programs that showed high potential, and how could we 
put together in the cities of the United States programs that were 
designed to really eliminate slums from American cities. 

We brought in people on all sides of the program, not people who 
were representing particularly entrenched or biased positions but peo- 
ple who had been associated in redevelopment programs and rehabili- 
tation efforts, people like Mr. Klutznick from Chicago, and Mr. Me- 
Cord from Tadiedapalia and people from the Housing Development 
Association in Norfolk. 

We concluded our recommendations with enthusiastic agreement 
on the part. of those people in the committee who perhaps had never 
before agreed on a housing program that had to do with slum elim- 
ination. 

That same atmosphere of agreement prevailed among all the people 
to whom we talked. We were amazed to find the tremendously wide 
area of agreement that there is in the United States as to what ought 
to be done to eliminate slums. 

Secondly, we were amazed to find the extent to which that area in 
which there was wide agreement was not being fulfilled in any city 
in the United States; that there is a broad understanding, on the 
one hand, of what ought to be done, but nowhere is it being done. I 
really believe that there is no informed person whom I have ever met 
in the housing field who would say that there is in existence in the 
United States today, in one single American city, a program which 
lives up to the composite knowledge that we have gained over the past 
few years, of what ought to be done in ac ity to eliminate slums. 
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The Cuarrman. How do you account for that? 

Mr. Rovusr. That is what I would like to account for. I think it 
is understandable. I don’t think it is just a matter of perversity on 
the part of cities. I think it is a matter of timing. 

Our whole approach to this business of urban “development i is newer 
than we sometimes realize. The first zoning law in the United States 
was passed in 1916. In Baltimore, which is my own city—and I can 
quote dates a little more freely there—we had no effective zoning 
until 1932. Our housing authority was institited in 1937; our plan- 
ning commission wis given real power to act in 1943; our redevelop- 
ment commission, in 1946. The program known as the Balitmore plan, 
which is a rehabilitation effort, really got under way in 1949. 

But, by and large, we have been approaching this business of con- 
trolling and influencing urban growth from two ends of a pipeline. 
We have been developing the techniques of better planning, to try 
to see to it that new housing goes into the housing inventory, pro- 
tected against blighting forces, and with some opportunity for longer- 
term survival. On the other hand, we have been wor king at the very 
bottom of the pipeline, removing that stuff which is utterly non- 
salvageable, and which must be demolished and removed. 

But in between lies the great housing inventory of America, the 
great sprawling areas of most American cities. Until we had first 
developed a technique of planning and developed techniques of dem- 
olition and clearance, it really isn’t likely or possible that we could 
begin to deal effectively with the inventory in between. As we have 
reached that point, these programs have come about all over the 
country—this little effort in Baltimore, known as the Balitmore plan, 
the effort in Charlotte, the exploratory effort they have had in Illinois, 
including the remarkable legislation in the Butler bill, and the pro- 
gram in New Orleans. City after city has come to take a fresh look 
at its problem, with the new tools which we only de veloped very 
recently. The redevelopment program is only 3 or 4 or 5 years old, 
really. 

So, first, I think it is timing. Secondly, I think it is a matter of 
gradual awareness in American cities. Slums first were recognized 
as a social problem, which took a severe toll in human values, and 
that aroused an initial interest in the slum problem. Recently cities 
have come to recognize that they are tremendously threatened eco- 
nomically and that their accessible bases are going steadily down. 
Even the addition of new construction in many cities is not keeping 
pace with the reduction of assessments in older cities, and in all cities 
the huge central area, which isn’t a tiny part of the city but which 
is 2 vast part, is gradually losing value and base, and therefore 
threatening the financial solvency of the ¢ ity. 

So really I think we have just reached a point of timing where we 
can begin to develop an overall effective program in slum elimination, 
and that is why I think this wide agreement that I speak of has de- 
veloped. But it has only very rec ently developed. 

It seems to me that that wide agreement consists of three main 
points. First of all, a realization that a piecemeal surgical approach 
toward slum elimination won't work. It is going to take a lot more 
than simply going in with a few or a great many demolition projects 
to eliminate slums. There is serious question as to whether or not all 
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of the demolition programs today have kept pace with the growth of 
slums in the cities in which those projects have occurred. 

There was a grand jury that met recently in Brooklyn, after a 
Brooklyn fire killed seven people, and it made a rather searching 
study of slums in New York, and surprised itself to find that if New 
York continued the extraordinary rate of demolition and new con- 
struction that has been underway in the past several years, it would 
be more than 100 years before New York even eliminated the old tene- 
ments, much less kept up with the increased spread of blight in New 
York City. 

In Chicago, where extraordinary redevolopment has been underway, 
there are 56 square miles of blight, and I think very few of the people 
out there feel that the present programs have kept pace with the 
spread. 

So that people have come to say, “We have got to do more than 
that.” Obviously, some of these areas must be demolished, but also 
we have to throw a rope around this spread of blight. We have to 
prevent this threat. We have to start enforcing occupancy controls 
in cities, not just say we have no responsibility for overcrowding. We 
have to move into older areas that are worth saving, and find out what 
are the blighting forces that are pulling them down, eliminate adverse 
uses where they occur, create new street and new traflic patterns, in- 
troduce park and recreation areas, demolish the unfit housing which is 
still maybe a small percentage of the housing in a given neighborhood, 
and try to create out of that huge area of a city, which is cold and un- 
solaced and spiritless and unneighborly as it exists now, a new neigh- 
borhood in which people are happy to live and want to live and where 
forces of deterioration are reversed by forces of care and concern and 
a buildup of the property. 

To do that, it seemed to us that the Federal program of assistance 
ought to be revised. Instead of doing what it does now, under title I 
of the Housing Act of 1949, providing Federal grants on a two-thirds 
basis—essentially for demolition programs only—and that is the effect 
of title I as it stands now—that same principle ought to be broad- 
ened and cities ought to be encouraged to go in and look at their over- 
all program of deterioration, and be encouraged, not to go in with a 
single surgical project but to go into the city and create planned neigh- 
borhoods and take the steps necessary to create them, including public 
utilities that are required, and street lighting, in many cases. Bad 
street lighting can be a force for slum creation, and inadequate paving, 
lack of recreation areas, too much congestion, nonconforming uses 

The CHatrmMan. Don’t forget the most important thing—smoke. 

Mr. Rouse. It certainly is. 

The Cuarrman. And smog and dirt. 

Mr. Rouse. In many cities, it is a starting point. 

If the cities would plan and contemplate a program on that kind of 
a project, then Federal assistance would reach through that total proj- 
ect—the city now adds up the total cost of acquisition and demolition, 
and it deducts from that the reuse value of the land, and the Federal 
Government contributes two-thirds. Instead of doing that, in this 
total program of urban renewal, the cost would be totaled up, with 
public recreation areas, parks, demolition, and acquisition, and from 
that would be deducted reuse value of the land, in order that the cities 
could enlarge their scope and enlarge their approach to this problem. 
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I really believe that there is almost no dissent in the United States 
for the desirability of an approach to this problem. But then we said 
that the fact that that becomes available to cities doesn’t mean they are 
going to doit. There still may be cities which are going to say, “Well, 
we haven’t thought through the problem,” or they haven’t faced up to 
it, and here are Federal funds for a redevelopment project, and here 
isan FHA program available, section 202, or something else, and they 
rise to only those requirements sufficient to meet that Federal grant. 

We asked person after person, who had a deep stake in the housing 
program, “Don’t ‘ou feel it is reasonable that the Federal Govern 
ment should require as a precondition to Federal aid of any kind, that 
a city face up to tis problem of urban decay, along the whole front‘ 
Why should there be Federal assistance extended for either redevelop- 
ment or public housing or any of these antislum aids, if that city 
isn’t willing to set in motion an antislum campaign for areas not yet 
overcrowded? This is something clearly within the city’s responsi- 
bility. And what justification is there for the Federal Government 
going in with this huge aid, if the city won’t take the steps readily 
available to it to limit the spread of slums?” 

Person after person agreed that it was reasonable to do that, and 
that it was reasonable to say that a city must face up to this whole prob- 
lem of urban decay and put in motion a workable program to deal 
with it, before it is entitled either to public housing grants or urban 
renewal grants, or FHA section 202 mortgage insurance. And that 
provision is incorporated in this bill, as it should be. 

There was some little bit of anxiety here and there that maybe the 
administration of that program would be so severe that it would stop 
any effective slum work anywhere in the United States. The pro- 
spective administrators of the program don’t think that the legisla- 
tion is that severe—Albert Cole doesn’t, and Jim Follin doesn’t—and 
that within the requirements of this act, as it stands, it is possible to 
set appropriate standards that are gradually increased as the expe- 
rience of cities increases and as their effectiveness increases. In order 
to insure that there will be a steady increase in the effectiveness of 
cities and a lifting of standards, the bill also provides for the establish- 
ment of an urban renewal service, in order that the experiences in 
one city can be communicated to another, in order that that which is 
being done somewhere, and fails, can be reported to other cities so 
that they might avoid that experimental mistake, or at least learn 
from it. 

So, gradually we can find a way for each city to help the other in 
developing a workable program for an overall attack on slums. This 
urban renewal service would be designed just to do that, to provide 
technical advice and assistance to cities at their request, co to set 
up a staff in the urban renewal administration for that purpose. 

One minor provision of this bill—minor as far as Federal financing 
is concerned—is a little section 414, which provides for a $5 million 
fund. That idea generated in our committee. There were some people 
who smiled at it as being naive, that we wouldn’t be likely to—first of 
all, that the advisory committee wouldn’t accept it, which they did, and 
then, when Mr. Cole and the President began talking with Members of 
Congress, it would be rejected as naive. But I am glad to see it 
stayed. It can be tremendously important to this whole effort. 
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This is a very new developmental program, in all of its aspects. 
Urban redevelcpment is still new, and conservation, housing, law en- 
forcement—all over the country people are thirsting for new tech- 
niques. We had 350 cities send delegations to Baltimore in the last 
few years, to see a very little effort that we have underway there. 
And this $5 million fund would be for the purpose of permitting the 
urban renewal program, without the limitations that will apply to 
regular loan and grant provisions of the bill. It would be clearly de- 
signed to promote and encourage pilot programs in American cities 
which can light fires that can be a real beacon to other cities in their 
development of the urban renewal program. 

I think that covers, sir, my comments on this. 

The CuarrmMan. Thank you very much. 

Do you have any questions, Senator Bricker ? 

Serator Bricker. No, 

The Cuamman. Do you gentlemen have anything further you 
would like to say? 

We appreciate your testimony, and we may want to call you back 
later. You have a number of suggestions here, many things you are 
for and some that you are against, and we may want your help a 
little later. But we do appreciate your testimony at this time. 

Mr. Cuarxe. Thank you. 

The Cuarrman, The next witness will be Mr. Joseph H. Ehlers of 
the American Society of Civil Engineers. 

Mr. Ehlers, I see you have a statement. Do you prefer to read it! 


STATEMENT OF JOSEPH H. EHLERS, FIELD REPRESENTATIVE, 
AMERICAN SOCIETY OF CIVIL ENGINEERS 


Mr. Euters. I have a statement, Mr. Chairman. I will read it very 
briefly. 

The Cyaan. Then, without objection, if you do not read all of 
your statement, your complete statement will be placed in the record. 

Mr. Enters. My name is Joseph H. Ehlers. I am field representa- 
tive of the American Society of Civil Engineers and am making this 
statement on behalf of that society. 

The American Society of Civil Engineers, with a membership of 
about 37,000, is the oldest national engineering society in the United 
States, with branches throughout the country. It is the technical 
society most actively concerned with the designing of engineering 
public works and shares a similar interest in public buildings with the 
American Institute of Architects. 

Our interest in this bill lies particularly in section 702, entitled 
“Reserve of Planned Public Works.” I will limit my observations to 
that section. It is somewhat remote from the main subject of housing, 
and I will be brief, simply bringing a few problems to your attention. 

Section 702 is grouped with section 701, “Urban planning,” in title 
VII of the bill. The connection between the two sections is remote. 

My remarks deal principally with the authorization to the Housing 
and Home Finance Agency, in addition to supporting the basic con- 
cept of advance planning. 

Despite the fact that we hold the poem Administrator of the 
Agency in high regard and greatly admire the forceful manner in 


— 
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which he is attacking the housing problem, we do not believe that the 
Federal direction of a reserve of planned public works, as a matter 
of principle, is the proper function of the Housing and Home Finance 
Agency. This is particularly true of such a program designed to 
stimulate construction activity whenever the economic situation makes 
this desirable. We do favor the concept of advance planning, both of 
housing as well as of all types of public works. We concur in the 
statement made by Administrator Cole in his testimony on this sec- 
tion of the bill. 

Public-works activities involving the design of water supply and 
sewerage plants, roads, bridges, and other engineering works, should 
never be considered as mere adjunc ts to housing activities. They have 
little relationship to and require a different type of personnel from 
slum-clearance activities. They should not be placed in charge of 
agencies dealing with public housing and slum-clearance activities of 
the Federal Government. The planning and Federal approval of 
public works of this nature should be under the direction of Federal 
agencies professionally experienced and qualified in these special 
fields. 

In the December 1953 report of the President’s Advisory Committee 
on Government Housing Policies and Programs, the advance plan- 
ning of non-Federal public works is referred to only as an activity in 
liquidation. The new program of section 702 had not then been con- 
sidered. The same principle would seem to apply to it as to the 
Agency’s school building program about which the President’s Com- 
mittee had this to say: 

It is the conclusion of the Committee that this is not a proper activity of a 
housing agency. It should be assigned to the Office of Education, Department of 
Health, Education, and Welfare. 

A similar conclusion was reached about the college housing pro- 
gram. 

The advance planning and other programs of the Bureau of Com- 
munity Facilities were ‘assigned to the Housing Agency for liquida- 
tion, several years ago, following the abolition ‘of the Federal Works 
Agenc y. At that time several groups most familiar with the subject, 
including the American Institute of Architects and the National 
Society of Professional Engineers, expr essed disapproval of the as- 
signment of this planning and community facilities work to the Hous- 
ing Agency even for the purpose of liquidation. Our organization did 
not comment at the time, since the work was to be liquidated. Now 
that its reactivation is proposed, we feel that we should express our 
views. 

Assignment of such work as this to the Housing and Home Finance 
Agency seems to violate the principle laid down by the Commission 
on the’ Organization of the Executive Branch of the Government in 
1949. That principle was to assign the engineering work to the 
agency dealing with the basic function, for example, t ‘ansportation, 
public health, education, and so forth. 

I am not categorically saying that this did conflict with the Hoover 
Commission. I think the facts are that the Bureau of the Budget 
recommended this transfer on the grounds that after it was liquidated, 
the personnel could more easily find jobs in the Housing Agency. But 
both Senators who were members of the Hoover Commission, I believe 
stated that this was not consistent with the Hoover report, "and both 
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of them voted against the transfer of this activity to the Housing 
Agency. . 

"The Bureau of Public Roads was therefore transferred to the De- 
partment of Commerce. Responsibility for the planning of other 
projects has been assigned to the agencies dealing with the basic fune- 
tions involved—housing to-the Housing and Home Finance Agency, 
airports to the Civil Aeronautics Administration, and so forth. The 
major exception seems to be certain planning and building programs 
now handled in the Housing and Home Finance Agency, which are of 
vital concern to the newly created Department of Heaith, Education, 
and Welfare. 

Since about 80 percent of the work under the advance planning 
program now nearing completion, or in liquidation, relates to edu- 
cational, sanitary, or health facilities, the Department of Health, 
iducation, and Welfare is far more concerned with the type of work 
involved than is any other agency. Comprehensive planning in these 
fields is among the already recognized responsibilities of this De- 
partment. Able engineers are already on its rolls. 

In Public Law 139 of the 82d Congress, section 361, the duties with 
respect to health, refuse disposal, sewage treatment, water purifica- 
tion were assigned to the Surgeon General of the Public Health 
Service. 

Thus, if the proposed advance planning were limited to health and 
education facilities, it would constitute a comprehensive progr am for 
the types of work for which advance planning is most urgently needed. 
Of the 20 percent not included in such a limited a. many 
facilities such as fire houses, poles stations, and so forth, can’ be 
designed in a reasonably short time and should not 7 the subject of 
Federal advances for advance planning. 

The proposed advance-planning program of section 702 is by no 
means an overall program, as the title might imply, but would simply 
be one segment of a public-works reserve. Coordination between 
highway, airport, educational, and other construction used to stimu- 
late activity in any recession would need to be provided, regardless of 
which agency handles the program. 

If a public-works program should actually be undertaken to stimu- 
late construction, some billions of dollars of projects would be re- 
quired. A glance at the work undertaken from 1934 to 1938 will 
indicate how remote such a program is from housing. The Public 
Works Administration during this period was concerned with such 
projects as New York’s T riborough Bridge and Lincoln Tunnel, cost- 
ing nearly $100 million; sewage-dis sposal plants for Cleveland, Chi- 

‘ago, New York, and the Twin Cities, costing over $100 million, as 
Ww well as others in dozens of cities; great bridges spanning the Ohio, 
the Missouri, the Mississippi, and other great waterways throughout 
the country ; educational buildings, State ‘buildings, courthouses, dams 
and power projects, even such enterprises as the New York-W ashing- 
ton electrification of the Pennsylvania Railroad. If the need again 
arises, the establishment of some similar supervisory agency would 
appear to be a logical development. 

Advance planning of public works was devised to lessen the delays 
in commencing construction work needed for economic stimulation. 
The greatest part of the delay often occurs in making preliminary 
economic analyses, foundation studies and acquiring of land, rather 
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than in making final plans. Fully completed designs may become 
obsolete before construction is started because of changed require- 
ments and improvements in technology. This is especially true at a 
time of high prospective construction activity vail as the present, 
because an emergency public-works program is principally helpful for 
stimulating a depressed construction industry rather than for remedy- 
ing unemployment situations that may occur in other industries. A 
considerable part of the proposed advance planning should therefore 
consist of careful preliminary planning so developed that final plans 
can be completed in a few additional months. 

Incidentally, I have urged that point in the previous advance- 
planning programs, with little effect. But I note Mr. Cole fully 
agrees with the idea in his testimony. 

“Now, an agency that specializes in a particular field is more com- 
yetent to deal with such basic preliminary work than one concerned 
Loeeh with having a reserve of blueprints. Thus, for example, the 
Public Health Service is intimately concerned with the basic seivhing 
of water treatment and sewerage facilities and hospitals. 

The American Society of Civil Engineers favors sound advance 

ylanning for the purpose stated in section 702. This work of the 
Diviainn of Community Facilities should be kept separate from that 
of divisions handling the slum-clearance planning. It would be 
logical to assign the program proposed in section 702 to the Depart- 
ment of Health, Education, and Welfare as a program of advance 
planning for sanitary, health, and educational facilities. Inasmuch 
as the President’s Advisory Committee on Housing has recommended 
transfer of personnel engaged on the presently most active work of 
this Division to the Office of Education, it would be logical to transfer 
the Division of Community Facilities to the Department of Health, 
Education, and Welfare, to be maintained as a unit for carrying on 
the proposed advance-planning work, in addition to these continuing 
programs, in close cooperation with the Public Health Service and 
the Office of Education. 

The authorization in section 702 should, we believe, be to the Sec- 
retary of Health, Education, and Welfare; or to the President, to 
assign to agencies along the lines of their major responsibilities. 

Thank you, gentlemen. 

Senator Bricker (presiding). Thank you very much, Mr. Ehlers. 

Mr. Envers. Thank you. 

Senator Bricker. The next witness is Mr. Lee C. Bean, of the 
Wherry Housing Association. 

Mr. Bean, do you wish to put your prepared statement in the record, 
or do you wish to read it? 

Mr. Bran. I would like to read it, if I may. 

Senator Bricker. You may proceed. 


STATEMENT OF LEE C. BEAN, CHAIRMAN, LEGISLATIVE 
COMMITTEE, WHERRY HOUSING ASSOCIATION 


Mr. Bean. My name is L. C. Bean and I am chairman of the legis- 
lative committee of the Wherry Housing Association. The Wherry 
Housing Association is an association of owners of military housing 
financed under title VIII of the National Housing Act. The owners 
in the association represent approximately 40,000 of the 71,766 units 
which were completed and in operation as of December 31, 1953. 
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There is a very pressing need for housing at military installations 
which cannot, at this time, be deemed to be a permanent part of the 
military establishment and eligible for title VIII mortgage insurance. 
The Wherry Housing Association would like to recommend for your 
consideration amendments to the National Housing Act which, in our 
opinion, would enable private enterprise to furnish necessary and 
adequate housing for personnel at installations which cannot qualify 
tat Wihenes housing under the present provisions of the National 
Housing Act by reason of the fact that the installations requiring 
housing cannot be certified as a permanent military installation. The 
activity at these installations is for an indeterminate duration, maybe 
10 or even 25 years or possibly longer. We think title VIII can also 
provide housing at many of this type of installations. 

In order to provide housing at installations which cannot be certified 
as permanent, it is recommended that section 803 be amended to add 
to the present insurance provisions a program for housing at military 
establishments when there is a need to provide adequate housing for 
the personnel at such installation and there is no present intention to 
substantially curtail activities at such installation. 

Eligible mortgages under title VIII may not exceed 90 percent of 
the amount which the Federal Housing Commissioner estimates will 
be the replacement cost of the property or project when the proposed 
improvements are completed or $8,100 per family unit for such part 
of such property or project as may be attributable to dwelling use, 
except that in exceptional cases where the Secretary of Defense and 
the Federal Housing Commissioner concur that the needs would be 
better served by single family detached dwelling units, the mortgage 
may involve a principal obligation not to exceed $9,000 per family unit 
for such part of the property as may be attributable to such dwelling 
units, 

It appears that in order to assure the success of this proposed pro- 
gram it will be necessary to increase the existing authorized insured 
mortgage limitation from its present 90 percent limitation to 95 per- 
cent of the amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed im- 
provements are completed. ‘This increase is designed to minimize the 
increased hazard to the sponsor for his making the said investment in 
the required housing on a base which cannot be certified as permanent. 

The existing dollar limitation of $8,100 per family unit for such part 
of the property or project as may be attributable to dwelling use with 
the additional proviso for a mortgage of $9,000 per family unit where 
it is determined that single family detached dwelling would better 
serve the need should be adequate under the proposed program. 

It appears that the amendment would require several provisions 
substantially as follows: 

1. After the last word in section 803 (b) (2) delete the period and 
substitute a semicolon and add the following: 
and provided further, That where the installation is not a permanent part of the 
Military Establishment and the Secretary of Defense or his designee shal! have 
certified to the Commissioner that such installation is an essential part of the 
Military Establishment, the mortgage shall be insured under this title. 

2. In section 803 (b) (3) (B) delete the word “and” after the semi- 
colon and insert the following: 


except that where the Secretary of Defense or his designee certifies that the 
installation is an essential part of the military establishment the mortgage may 
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involve a principal obligation not to exceed 95 percentum of the amount which 
the Commissioner estimates will be the replacement cost of the property or 
project when the proposed improvements are completed; and 


3. Delete section 803 (b) (2) (C) and substitute the following: 


(C) not to exceed an average of $8,100 per family units for such part of such 
property or project as may be attributable to dwelling use where such family 
unit is for an installation that is a permanent part of the Military Nstablish- 
ment; and 


(ID) not to exceed an average of $8,550 per family unit for such part of such 
property or project as may be attributable to dwelling use where such family 
unit is for an installation which is an essential part of the Military 
Establishment, 

And provided further, That where the Secretary of Defense or his designee 
in exceptional cases certifies and the Commissioner concurs in such certification 
that the needs would be better served by a single-family detached dwelling units 
the mortgage may involve a principal obligation not to exceed $9,000 per family 
unit for such part of such property as may be attributable to such dwelling 
units. 

The association recommends that the proposed Housing Act of 
1954 specifically limit the rate of interest which may be charged on a 
title VIII loan to 44% per annum. This is extremely important as 
interest rates in excess of that amount will defeat the purpose of the 
military housing program by requiring rentals in excess of the ability 
of the intended tenants to pay. Each one-quarter of 1 percent increase 
in interest rates on a $8,100 mortgage increases monthly rentals to 
tenants by approximately $1.80 per month. As an example a 44 
percent interest will require $3.58 per unit per month more rent than 
a 4 percent interest rate for the identical housing accommodations and 
a 5 percent interest rate would raise the rentals $7.17 per unit per 
month. An analysis, showing the effect of increased interest rates 
is attached. 

Sir, I would like to have it made a part of the record. 

Senator Bricker. It will be made a part of the record. 

(The table referred to follows :) 


Effect of inercased interest rates on average Wherry housing mortgage of $8,100 
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Mr. Euters. The only alternative would be to reduce the size and 
quality of the house to the extent that it would not be a desirable 
permanent type of accommodations and defeat the purpose of the 
legislation to provide adequate low rental housing for military 
personnel. 

It is therefore recommended that there be inserted after line 14, 
page 41 of section 201 of the bill the following: 

Notwithstanding the provisions of this section, mortgages insured under 
title VIII of the National Housing Act shall bear interest (exclusive of premium 
charges for insurance) at not to exceed 4% per centum per annum of the amount 
of the principal obligation outstanding at any time. 

Experience indicates that the Government-financed secondary-mort- 
gage market is essential to the successful operation of any military 
housing program. ‘There is no question that such would even more so 
be the case in respect to continued use of the title VIII program herein 
proposed. The proposed Housing Act of 1954 contemplates the re- 
chartering of the Federal Nation: ul Mortgage Association, substituting 
private financing for Federal funds. In order to provide adequate 
financing at reasonable interest rates and thus assure the feasibility 
and workability of this proposed program, it is recommended that 
there be added to section 306 of the proposed Housing Act of 1954 the 
following: 

Notwithstanding subsections (a) and (b) of this section, the Association is 
authorized to enter into advance commitment contracts to purchase, and to 
purchase mortgages with respect to which Federal Housing Commissioner has 
issued a commitment to insure or a statement of eligibility under title VIII 
of the National Housing Act, as amended. Any advance commitinent contract 
under this subsection shall provide for purchase in the amount of the insurance 
commitment, However, no mortgage may be purchased for an amount exceeding 
the principal balance thereof, plus accrued interest, at the time of purchase. 

The proposed Housing Act of 1954 contemplates the extension of 
title VIII for a period of 1 year. In order to permit sufficient time 
to properly determine the need for military housing and to permit 
adequate planning and processing, it is recommended that section 
126 of the proposed Housing Act of 1954 be amended to read as 
follows: 

Section S03 (a) of the said Act, as amended, is amended by striking out “And 
provided further, That no mortgage shall be insured under this title after July 1, 
1954, except (A) pursuant to a commitment to insure issued on or before such 
date, or (B) a mortgage given to refinance an existing mortgage insured under 
this title and which does not exceed the original principal amount and unexpired 
term of such existing mortgage.” 

The 1-year limitation in the act is presently due to the custom that 
has grown up in this type of legislation which follows the pattern 
set in title VI. section 608 as well as title IX. The limitation as ap- 
plied to the military program should be removed for the following 
reasons: 

1. Military programing and development of bases required more than 
| year due to the contingencies of the availability of public works 
funds to complete the base structures. 

2. The development of a housing project normally requires more 
than 1 year of planning, engineering and legal work. 

The military program requires that the plans be developed and 
mers for from appropriated funds and reimbursed from construction 
or mortgage funds at the closing. The military departments cannot 
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conscientiously spend appropriated funds in the processing period 
left in any year for such if you make it reasonably certain that. a com- 
mitment could not be obtained prior to the automatic expiration of 
the insuring authority. 

4. Removal of the automatic cutoff date will not cause increased 
numbers of projects but will develop better projects in that adequate 
time may be given to planning and development to insure the military 
will receive the best housing for the rent dollar. 

5. The limitations proposed i in the bill adequately limit the Govern 
ment insurance risk. Consequently, there would appear to be no real 
benefit gained by continuing the yearly cutoff on the Wherry program. 

It is recommended that the provision for a “cost certification,” 
added to section 803 (b) of the National Housing Act by section 10 
(b) of Public Law 94, 83d Congress, be eliminated. This provision 
requires the mortgagor under a title VII] FHA insured mortgage to 
agree to certify either (A) that the amount of the actual cost to him of 
the physical improvements on the property mqanet or exceeded the 
proceeds of the mortgage, or (13) the amount by which the proceeds 
of the mortgage loan exceeded the actual cost of the physical improve- 
ments. In the latter case, the mortgagor would be required to agree 
to repay to the mortgagee, within 60 days after the certification, any 
excess of the amount of the mortgage loan over the actual cost of the 
improvements. 

Under the bid procedures which the Department of Defense is 
presently following in respect to the award of title VIII certificates 
of need, the requirement for a cost certification is needless. It is our 
recommendation that this provision be eliminated from title VIIT. 

Title VIII was designed to provide housing for military personnel 
under the private enterprise system and in keeping with the private 
enterprise system we deem it essential to make provision for and create 
incentive for efficient, well organized know-how in the planning, con- 
struction and management of said housing. The sponsor is required 
under the present statute to give a firm bid price for the providing 
of the said housing and further is required to put forth his private 
funds to augment any deficiencies in the amounts allowed for in said 
bid to complete and provide the housing. When a sponsoring organi- 
zation is a successful bidder under the bid procedure he is, generally 
speaking, receiving less mortgage money than the maximum mort- 
gage the FHA is willing to insure. All of this constitutes the normal 
caleulated risk of the sponsor under the private enterprise system. 
The present statute further provides that in the event the sponsor is 
successful in completing his project at something less than the amount 
of the mortgage, which is predicated on his bid, he is required to return 

same within 60 days. The Association takes the said that this final 
statutory requirement is inequitable and defeats the private enterprise 
system of competitive bidding. 

Mortgagees are not particularly interested in acceleration of mort- 
gage payments through this method. They are primarily interested 
in money invested in order to receive the return. The military de- 
partments, on the other hand, receive no reduction in rent due to 
the efficiency of the builder. Consequently, whether he makes or loses 
money in the project is of no particular practical importance to the 
prospective tenants, to the mortgagee or the FHA. 

I believe that is all we have to offer, sir. 
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Senator Bricker. Thank you very much, 

Mr. Bean. Thank you. 

Senator Bricker. Well, now we will hear from Mrs. Houser. Good 
morning, Mrs. Houser. 

Mrs. Houser. Good morning. 

Senator Bricker. Do you wish to read your statement or just put 
it in the record ? 

Mrs. Houser. I would like to read the statement, if I may. 

Senator Bricker. You may proceed. 


STATEMENT OF MRS. JENCY PRICE HOUSER, NATIONAL 
ORGANIZER, RESIDENCE AT EASE ASSOCIATION 


Mrs. Houser. Mr. Chairman, my name is Mrs. Jency Price Houser, 
national organizer for Residence At Ease Association and the Cause 
for Permanent Housing Designed for Occupancy by Single Persons. 

We have been active in the developme nt of mutual housing plans on 
a national basis but principally in Detroit, Mich., and Washington, 
D. C., for the purpose of providing permanent housing designed for 
occupancy by single persons. 

We are coming r back to C ongress for assistance after having advo- 

cated the passing of paragraph (g) of section 213 of the National 
Honing Act in 1950. Now, we wish to support enactment of section 
119 of H. R. 7839—Cooperative Housing—the section 213 of the for- 
mer act—with regard to which we have the following two suggestions 
to o ake : 

. In connection with section 213, management-type projects, there 
“cs an administrative requirement under F "HA that needs an amend- 
ment, because FHA requires that a commitment may not be issued 
pursuant to a certificate of eligibility until 90 percent of the coopera- 
tors have been obtained and their required subscription prices have 
been fully paid. This seems to us to be too costly, delaying the obtain- 
ing of a sponsor for this type of building. Moreover, it seems to be 
a great handicap since the lining-up of would-be tenants before any 
financi ing or building can be star ted has led to much misunderstanding 
and violent criticism on the part of those who are accustomed to proj- 
ects being built under section 207, which allows for buildings to be 
sponsored first and the tenants found afterwards. Officials have con- 
sidered it a misrepresentation to act on this part of the legislation, 
which requires 90 percent of the cooperators before a certificate of 
eligibility can be obtained, and it has become quite an imputation of 
wrongdoing that there are prospective tenants but no building. 

It is therefore recommended that section 213 be amended to provide 
for the issuance of the commitment to a sponsoring group, in the same 
manner and with the same provisions as are permitted under section 
207, but providing means for a special trust. 

2. Our second suggestion is that paragraph (g) of section 213 of 
the National Housing Act of 1950 should be expanded into a whole sec- 
tion, embodying the provisions under section 207 and the special 
trust. Section D1: 3 (g) reads as follows: 


Nothing in this act shall be construed to prevent the insurance of a mortgage 
under this section covering a housing project designed for occupancy .by single 
persons, and dwelling units in such a project shall constitute family units 
within the meaning of this section. 
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There should be provided a means, through the special trust, of 
making use of private investment capital for long-term loans at low 
interest rates for financing the development of housing projects de- 
signed for single people as members of nonprofit organizations. This 
trust should make possible the investment of private capital through 
the same type of guaranty as has been so successfully used in the 
mortgage-insurance system of the Federal Housing Administration. 
The trust should also be so designed as to make this program a self- 
sustaining program, similar to the FHA, with adequate protection to 
the Government by a specific insurance fund reserve for possible losses, 
to be built up by an annual premium charge of one-quarter of 1 per- 
cent of the outstanding loan balance paid by the borrowers, and by 
additional protection against possible losses, in the form of a cushion 
of private capital supplied by the borrowers through the purchase 
of units in the trust, in an amount equal to 20 percent of the original 
principal amount of the loan. The Government should supply the 
initial capite' through the purchase by the Secretary of the Treasury 
of up to $101 villion ‘of c apital stock in the trust, or encourage private 
individuals to do so. However, when the privately subscribed share 
capital reaches $5 million the Government stock would be retired, 
dollar for dollar, as additional private share capital was paid in. The 
$10 million of capital initially supplied by the Government would thus 
be replaced with $15 million of privately subscribed share capital. 
This private share capital could be supplied by beneficiaries or others, 
including States or municipalities. 

The total amount of obligation which the trust should issue and 
have outstanding at any one time should be limited to $100 million, 
all of which would be private investment. Of this maximum author- 
ization, $10 million should become available by July 1, 1954. 

This program should use essentially the same form of organization 
as is used in the case of the Federal home loan banks. It would com- 
bine the best features gained in the course of more than 15 years’ 
experience with the FHA and the Federal home loan banks, 2 of our 
successful means of Government assistance to private enterprise in 
housing. 

Secondly, we suggest it should provide for the necessary technical 
assistance and advice in the organization of self-help housing trusts 
and similar nonprofit organizations, and for the planning, financing, 
development, construction, and operation of the various housing 
projects. 

Thirdly, we feel strongly that it should make limited financial as- 
sistance, in the form of preliminary advances of funds, available to 
soundly organized self-help housing trusts and similar nonprofit 
organizations to enable them to develop specific plans for their hous- 
ing projects. 

As far as we know, ours is the only organization devoting itself to 
paragraph (g) of section 213 of the Housing Act of 1950, and we are 
making strenuous efforts against heavy odds to promulgate this pro- 
gram, which is so much needed by at least 2 million persons. 

An analysis of this need and of our efforts to meet it is in a separate 
document submitted herewith. 

Senator Bricker. That will be made a part of the record. 

(The document referred to follows :) 
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Hovusine DesiGNep ror SINGLE ProrpLeE—THE NEEDS oF 2 MILLIONS 


There are at least 2 million American citizens for whom we believe that 
housing should be specially designed ; and some of them are already in dire need 
of it. These people are very worthwhile citizens, and yet are pushed around 
by circumstances to an unsuspected extent, especially as they get older. 

We are referring to the single women in America who are over the age of 
thirty or so; institutions like the YWCA take care of those who are below that 
age. It quite often happens that, as a single woman gets near the retiring age, 
she is asked to leave accommodation where she has lived possibly for many 
years. 

So as to be modest and within range of possibility, and also to allay any 
thought of our trying to take on more than we can fulfill, only 4 percent of the 
need is what we are expecting to help, which is 1 person in 25. 

The needs of single people have been curiously omitted from housing debates. 
We think that there should be housing specially designed for those having pased 
the age of 30, and so designed that the tenant may expect to continue living 
there in old age. There are definite points where housing designed for single 
people must differ from housing designed for families, and we have spent time, 
energy, thought, and money in developing a model design to meet the needs 
of such people. 

We were forced to consider the housing of single people from a national 
standpoint. A local project was too small to interest those with big money. 
Even from a national standpoint it is proving difficult; but it would have been 
impossible from a local standpoint only. Legislative people as a whole are not 
interested unless something has a national aspect, because it must touch their 
own constituents. An architect is interested when his work may be repro- 
duced often enough for him to receive sufficient remuneration for the expense 
of providing the first plan on a nonprofit basis. The same is true with regard 
te organization, legislation, contracting, financing, and all other phases of 
development. 

The persons for whom we are catering are women living alone, many of whom 
have spent their lives working conscientiously outside the home, or women whose 
husbands have died and whose children are on their own (or would be if they 
were not obliged to live together for lack of just such housing as that which 
we are aiming at providing), or widows who have never had any children. Single 
men and women often occupy houses or apartments which could serve for whole 
families just in need of such accommodation. 

Privacy and undisputed ownership, even though their tenancy is limited to one 
room, will be deeply appreciated by the tenants and do much to lessen the strain 
which, in later life, might lead to unbalance and possibly becoming a ward of 
the State. One room is all that is essential for a single person’s happiness, if it 
is kind of room we mean to provide, and it is all that is wise for an aged person 
to be responsible for. There will be a healthful sense of security in being sure 
of one’s own place permanently. There is safety in company for persons and 
property, and there are also certain big advantages which the tenants will 
appreciate as they become old. A great deal of research has been undertaken 
on the kind of housing best suited to single people. 

Much reasearch has also been done on methods of financing, and the founders 
of the project originally expected that a sponsor would be forthcoming to supply 
the equity needed for getting a mortgage insured by the Federal Housing Ad- 
mninistration. It was not found easy, however, to obtain such sponsors. The 
middle-income housing act which was voted on in the spring of 1950 and lost 
by three votes, originally provided for the settingup of a giant revolving fund 
which would of course have provided money with which to build, and rapidly. 
The trust fund plan we propose would build upon a sounder and more mutual 
foundation, we think. 

One of the original features of this project is that of lining up the prospective 
tenants before a building is started. This is in accordance with section 213 of the 
National Housing Act of 1950, but unfortunately doing this has led to much mis- 
understanding and violent criticism on the part of those who are accustomed to 
projects being built under section 207, which allows for buildings to be sponsored 
first and the tenants found afterwards. It has even led to officials stating that 
a sponsor has no place in the plan. Hence the preference for section 207. 


* t + * * * * 
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This is a very modest effort to set forth the values of the cause of housing 
for single people, which was born in a spirit of self-helpfulness and brought up 
through the unselfish devotion of many who contributed services with either no 
reward or at most very little. If the same effort had been paid for on a normal 
conunercial scale, it would have cost many times as much as all the actual cash 


made available. 

Ours is a plan to meet new needs, in the same way as the return of a large 
number of veterans from the First World War presented a new social problem 
to the Nation and led to the present highly developed PAV Association and 
Veterans’ Administration. 

Statistics show that there are more single people in the country than there 
have ever been—that they will increase in numbers—and that some 20 years of 
life expectancy have been added to them, We believe we are, so far, the pioneers 
of housing specially designed for this group of citizens. 

Senator Bricker. Are there any further comments? 

Mrs. Hovsrr. That is all. Thank you. 

Senator Bricker. Thank you. 

The next. witness will be Mr. Efrem A. Kahn, of the Lindenwood 


Realty Corp. 


STATEMENT OF EFREM A. KAHN, LINDENWOOD REALTY CORP., 
NEW YORK, N. Y. 


Mr. Kann. Mr. Chairman and members of the committee, it is a 
privilege and an honor to appear before you today to discuss certain 
portions of Senate bill No. 2988 before you for consideration, par- 
ticularly those sections which deal with cooperative housing, generally 
known as section 213 of the proposed Housing Act of 1954. 

I wish to state that I have been actively identified with the section 
213 cooperative program since its inception and together with my 
associates have completed during the last 2 years over 4,000 multiple 
dwelling units under said program in the county of Queens, city of 
New York, aggregating insured loans in excess of $35 million. 

I also happen to be the chairman of the labor-management group 
of the electrical industry of the city of New York, which group has 
sponsored and is now in the process of completing a 2,000-unit mul- 
tiple-family project in the county of Queens under the limited divi- 
dend corporate laws of the State of New York. 

Presently I am engaged as a builder-sponsor in processing a section 
213 project to be located in Queens County on approximately 140 
acres, which site has been assembled over a period of the last 14 months 
and which project it is anticipated will accommodate approximately 
2,700 families of the middle income group. It is also anticipated in 
connection with this project that the FHA-insured loans will approxi- 
mate $27 million. 

The proposed legislation, particularly in regard to increases in max- 
imum insurable loans, as provided in section 119 of the proposed 
amendments amending section 213, is a step forward and commenda- 
ble and, no doubt, will encourage the initiation of cooperative projects. 
The section 213 program is a worthwhile endeavor in that the much- 
needed housing accommodations for the middle income group is 
furnished at less cost than any other comparable FHA program 
except public housing. The increased maximum insurable mortgage 

limits, if granted, would make it possible for. the middle income group 
to acquire their dwelling accommodations at a cost within their means. 
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The proposed bill authorizes the President to establish, pursuant 
to section 201, the greater maximum amount as provided in the pro- 
posed amendment. This is not satisfactory as this discretionary 
power would create a serious problem in the planning of any large- 
scale cooperative project. It is essential for the proper planning and 
financing of such a project to have determined in advance the amount 
of the FHA-insured loan. It would be to the advantage of the pro- 
gram that the maximum insurable loans be established in the present 
proposed bill without the necessity of obtaining the authorization of 
an increase from the President. 

Section 119 of the proposed act, dealing with cooperative housing, 
provides that the insurable loan shall be based on the estimated value 
of the property or project instead of, as formerly provided, on the 
replacement cost. Insofar as this change pertains to section 215, 
cooperative housing, I believe it to be impracticable, unless there is a 
definite provision that replacement cost and valuation are one and the 
same. Under the existing criteria used by the FHA in determining 
value under section 207—if the same basis of computation is to be used 
under section 213—there is a difference between valuation and replace- 
ment costs. This comes about because, in addition to the replacement- 
cost analysis, a criteria based on capitalization is used. As all co- 
operative housing under section 213 is erected on a nonprofit basis, it 
would be impossible to create value under the existing tables of cap- 
italization. For the same reason value could not be based on com- 
parability. It seems to me that the only basis of computation, to 
determine the maximum insurable loan, is by replacement cost. as 
provided in the existing law since a nonprofit cooperative corporation 
does not lend itself to basing mortgages on a valuation basis as there 
is no profit motive. 

I might qualify that for a moment, and say when I speak of “profit 
motive” I mean in its operation, not in its erection, because in the 
erection of these buildings every builder makes a profit on the general 
construction. 

In the proposed amendment allowing for increases for veteran 
membership, there is eliminated increases based on the percentage of 
veteran membership. The proposed amendment permits the increase 
only if 65 percent of the members are veterans. By reason of the 
elimination of the pro rata increase based on the percentage of vet- 
erans, I believe the requirement should be lowered from 65 percent to 
50 percent. In the New York area, particularly Queens County, I 
have confirmed that it is becoming increasingly difficult to obtain the 
required percentage of veterans in order to obtain the maximum in- 
surable loan. 

To further strengthen cooperative housing I would recommend that 
section 213 be further a so as to permit the sponsor-builder to 
file an application for a cooperative housing project and have same 
processed so that a commitment could be issued without the necessity 
of first obtaining applications and approval of the purchasers of 90 
percent of the number of units contained in the project. This would 
eliminate the necessity of selling the stock in the cooperative corpora- 
tion prior to the initial loan closing. It would greatly speed‘up the 
building processes if a builder-sponsor were able to receive a commit- 
ment prior to the sale of the apartments. The project could then be 
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erected and the sale of the apartments could take place during con- 


struction. 

The payments received for the sale of the stock would be held in 
escrow until the project was completed and, upon completion, said 
funds would be paid over to the builder-sponsor as reimbursement 
for equity capital advanced by him out of his own funds on behalf of 


the cooperative corporation. 
Upon completion of the project and reimbursement to the builder- 


sponsor the stock purchased by the ee would be issued. This 
would afford a greater protection to the cooperators for any moneys 
that may have Soe paid for their stock by reason of the fact that 
until the project was completed all funds paid by the cooperators 


would be held in escrow. ! t oft 
I also wish to respectfully recommend that in connection with title 


III: Federal National Mortgage Association, some provision should 
be made so as to permit FNMA to issue prior commitments in connec- 
tion with section 213 cooperative housing projects where mortgage 
loans to be guaranteed by the FHA are not readily obtainable from 


private lending institutions. 
Senator Bricker. Thank you very much, Mr. Kahn. 


Mr. Kann. Thank you. 
Senator Bricker. Do you have anything further that you want to 


offer ? 
Mr. Kann. No; I think I have presented it as completely as I can. 


(The following was submitted for the record :) 


JAMAICA, N, Y., March 18, 1954. 


Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear Sir: In reference to a discussion on March 16 with your staff, I would 
like to briefly restate the major points raised by myself and my associate, Mr. 
Sidney Lipkins, in connection with S. 2938 now before the committee. 

Section 201 of the bill authorizes the President to establish greater maximum 
mortgage-loan amounts. This proposal is a step in the right direction and cer- 
tainly is commendable. In my opinion, as a practical matter, this proposal is 
not satisfactory as this discretionary power vested solely in the President would 
not only bring about undue pressures, but would create a very serious problem 
in the advance planning and financing of any large-scale rental and cooperative 
housing project. As we all know, it is vitally necessary, in the proper planning 
and financing of any big project where heavy expense is involved in the acqui- 
sition of the land, architectural, engineering and land-planning exhibits, etc., 
that the sponsor-builder know the maximum mortgage limitation so he can 
estimate, in advance, the approximate amount of the FHA insured loan before 
he finally obligates himself to spending any large sum of money. 

From the practical viewpoint of the sponsor-builder and to the advantage of 
the 213 program and other housing programs, the maximum insurable loans 
should be established in the present proposed bill without the necessity of obtain- 
ing authorization of the increases from the President. 

Section 119. Section 213 (b) (2) of the bill substitutes “estimated value of 
the property or project” for “estimated replacement costs” as now successfully 

sed. 


used. 

In FHA Commissioner Guy Holliday’s testimony before the committee, he spoke 
upon the risk of loss to FHA of mortgages most recently insured, the reserves 
for the FHA insurance system and, in recommending the use of value instead 
of replacement costs, stated in the last sentence of his testimony, page 12, 
“Basing mortgage limits on appraised value instead of replacement costs would 
increase the protection of the insurance fund and would encourage elimination 
of any elements of costs which do not contribute to value.” 
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The concern seems to be that there will be a depression, therefore, we must 
strengthen our FHA insurance reserve account and, more particularly, our 
reserves for section 213 by reducing mortgage-loan amounts by the use of “value” 
and by eliminating any “elements of costs which do not contribute to value.” 

After over 3 years and 8 months of operation, not one cooperative project 
has been foreclosed, but let us assume that we do have a depressed period and 
foreclosures result. If so, section 213 cooperative housing projects have these 
advantages over other sections of the National Housing Act in weathering the 
depressed period. 

A general operating reserve account is established of not less than 3 percent 
«f the total monthly expenses to be charged to the members, which is paid monthly 
by the members. The total monthly expense charged to the members includes 
the FHA estimate of debt service, MIP, cooperative housing expense, taxes, 
special assessments and ground rents, if any. This results in a very substantial 
reserve account which can be applied to increases in taxes, amortization, and 
interest, ete. This 3-percent operating reserve charge, which is not required 
under other sections of the act, could very well be considered as an additional 
insurance premium to that of FHA’s present MIP of one-half of 1 percent. 

I am informed that in the FHA New York insuring office jurisdiction, the 
total monthly carrying charges for 213 cooperative apartments average approxi- 
mately $21 per room per month, whereas section 207 rental housing projects 
built during the same period average approximately $40 per room per month. 
It seems obvious to me, therefore, that if this same proportionate difference 
exists in both the high- and low-cost housing areas throughout the Nation, in 
the event of a depression, high vacancy factors and defaults will occur in the 
higher-rental brackets, as has been the experience in the past, much before 
those in the lower-rental brackets under which cooperative housing has been 
built. 

Another factor of safety for cooperatives is that the cooperative members 
themselves can always take over many of the functions of fee management 
and salaried employees, reduce legal retainer fees now being paid, and perform 
many of the miscellaneous tasks around the project, thus effecting substantial 
savings in operating costs, which, of course, are reflected in total monthly 
charges. 

I understand that the FHA, from time to time, in order to avoid foreclosure, 
has granted section 608 and 207 rental housing projects a temporary stay of 
amortization and a stay of payments for the reserve for replacements account. 
If there was a severe depression or if a few 213 projects here or there were in 
default, as a last resort temporary stays could also be granted for amortization 
and reserve for replacements for cooperative projects. 

It seems to me, therefore, that, while the FHA insurance fund reserves may 
not be all that is desired in the event of a depression under other sections of 
the act, if we are to sum up the foregoing plus the amenities of home living 
and pride of home ownership, the FHA, as well as the lending institutions, 
have greater protection under section 213, even though such protection is not 
entered on the books of the FHA as actual reserves. 

The proposed substitution of value for replacement costs, in my opinion, would 
have a serious effect upon the cooperative-housing program in the total amount 
of mortgage to be insured and thus bring about for middle-income families 
what may be considered for them a substantial increase in downpayments, which 
now average, in New York, approximately $212 per room or $875 per unit 
(for 6-story-elevator-type structures). This amounts to approximately 8% 
percent of the average purchase price. 

I have been informed that there should be very little difference between value 
and replacement costs and that, generally, value and replacement costs should 
be the same. These statements just don’t seem to be borne out by the facts as 
first, we have Commissioner Holyday’s statement that “Basing mortgage limits 
on appraised values instead of replacement costs would increase the protection 
of the insurance fund and would encourage elimination of any elements of costs 
which do not contribute to value,” and, secondly, in the 19th Annual Report of the 
FHA on page 116, it states “the relatively low ratio of loan to replacement 
costs under 207 results in (1) the maximum mortgage amount under this section 
is limited by statute to a proportion of the estimated value of the project rather 
than replacement cost (which invariably averages higher than value).” 

Inasmuch as there seem to be differences of opinion as to whether value is less 
or equal to replacement costs on project mortgages, may I suggest to the com- 
mittee that a study be made of section 207 rental housing cases committed or 
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insured in 1952 and 1953 in the New York FHA. insuring office along the follow- 
ing lines: 

(1) The total dollar amount of the summation (total estimate of replacement 
cost of property) as shown under section VI, page 3 of FHA form 2264, and 

(2) The total amount of the fair market value of the property in fee simple 
shown under section IX, page 3, FHA form 2264, and 

(3) The percentage difference between summation (total replacement costs) 
and the fair market value; that is, the lowest percentage shown on any one 
case, the highest and the average. 

While I and my associates, at the present time, have no interest in section 213 
sales-type projects, the use of value would apply across-the-board to both 215 
types—management and sales and, therefore, further suggest that, in addition to 
the New York study, a study be made of the Long Beach, Calif., sales-type 
projects known as Lakewood and Carson Park Mutual Homes, which some of 
my associates have inspected. The study should be along the following lines 
covering mortgages insured, commitments issued and statements of eligibility 
outstanding. 

(1) The total amount of FHA’s replacement costs, as shown on page 3 of FHA 
form 2264W, and 

(2) The total amount of the estimated value under section 203 criteria, page 4 
of FHA form 2264W, and 

(3) The average percent, difference between total replacement costs and value. 

To date, in the overwhelming majority of 213 cases, the 90 or 95 percent of 
replacement costs has not governed the mortgage loan amount, whereas the 
present statutory per-room limitation of $1,800 or $1,900 per room whichever has 
been the lesser, has determined the maximum mortgage loan amount. 

It is my considered opinion, therefore, if value is used for both the manage- 
ment and sales-type 213 cases, it will always be below replacement costs, there- 
fore, in determining mortgage amount, the contemplated increase of mortgage 
amount in the new bill to $2,250 or $2,375 per room will seldom, if ever, apply, 
as the percentage of value will be lower and will be the determining factor in 
establishing the maximum mortgage amount. 

Commissioner Hollyday stated, “Basing mortgage limits on appraised values 
instead of replacement costs—would encourage the elimination of any elements 
of costs which do not contribute to value.” 

I interpret Commissioner Hollyday’s statement to mean that the important 
items of legal and organizational expense now required for section 213 projects 
will not be reflected in any finding of value. I wish to point out that under 
section 207, which is on a value basis, the items of legal and organizational 
expense can be considered as minor, therefore, their omission does not affect 
value to any great extent. On the other hand, under section 213, legal and 
organizational expense are substantial and, therefore, can have a very definite 
effect upon the cost of the project and downpayment requirements. 

The problem is much greater in 213 sales-type projects because, in addition 
to these expenses, it is required that the project be built under the Department 
of Labor’s standards of prevailing wages. Prevailing wages are not a require- 
ment under section 203. The result is that where value does not recognize 
prevailing wages, legal and organizational expense, any sponsor of a 213 sales- 
type project has a problem. 

It is interesting to note, for example, that under the new bill, with a $10,000 
valuation, the mortgage loan under 213 for nonveterans would be 90 percent, 
or $9,000; for 65 percent veterans, $9.500. Under section 203, with the same 
value, the mortgage would be $9,100 or $100 more than the 213 nonveteran loan, 
and only $400 less than the 213—65 percent veteran loan. With a $12,000 valua- 
tion, the 213 nonveteran mortgage would be $10,800; the 203, $10,600, a mere 
$200 less. 

While it is true that if 65 percent veterans participate in a 213 sales-type 
program, the mortgage amount would be somewhat higher than 203 mortgage 
amounts, one cannot overlook the fact that a sponsor-builder would think twice 
before placing himself under the bookkeeping, payroll, and penalty require- 
ments of the Department of Labor standards, absorb legal and organizational 
expense, and undertake all the extra effort and grief that is required to put a 
213 sales-type project together and sell it, in the hope he will find 65-percent 
veterans who will meet FHA credit requirements. 

It is the considered opinion of those who are familiar with the 213 sales-type 
projects that, if the new bill increases section 203 ratios of loan to value, as 
contemplated, and value is used instead of replacement costs for 213 sales-type 





pe 
AS 
pe 





HOUSING ACT OF 1954 349 


projects, then there would be no advantage to either a self-propelled cooperative 
group or to a sponsor-builder type of project to build under the section 213 
program. 

In my testimony before the committee, I recommended that, to strengthen the 
cooperative housing program, section 213 be amended so as to permit. a sponsor- 
builder to file an application for cooperative housing and that a commitment be 
issued without the necessity of first selling 90 percent of the total membership 
in the project before construction starts. With this amendment, it would be no 
problem for the FHA to amend its present administrative requirements and, 
for purposes of clarity, I offer the following brief outline of FHA processing 
of a combination of sections 213 and 207 processing to accomplish this purpose : 

1. Joint application is filed with the FHA under title II, sections 207 and 213 
of National Housing Act. 

2. Upon completion of processing, sponsor-builder is furnished copy of FHA 
form 2264 (very similar to form 2264W used in section 213 cases). The criteria 
on page 4 of form 2264 sets forth the mortgage amount insurable under section 
207 provisions. Inasmuch as page 3 of the 2264 discloses the total estimated 
replacement cost of the project (summation), a further criteria would be set 
forth on page 4 showing the estimated mortgage insurable based on section 213 
provisions and a new type section 213 statement of eligibility would be issued 
stating the mortgage amount insurable for nonveterans and 65 percent veterans 
upon completion of the project. (A form 2264W, which would be copied from 
the 2264, could be issued also. ) 

3. A 207 mortgagor corporation would be formed. 

4. A213 nonprofit cooperative mortgage corporation would be formed. 

5. Subject to certain conditions, the 207 mortgagor corporation would agree to 
sell and the 213 mortgage corporation would agree to purchase, at a specific figure, 
the assets of the 207 mortgagor corporation upon completion of the project, 
subject to, of course, the mortgagees’ and FHA approval. 

6. The FHA would issue its commitment to insure to the 207 mortgagor cor- 
poration under the section 207 provisions and, after initial loan closing, the 
corporation would start construction. 

7. At any time before construction started, during construction or after com- 
pletion of the project, the 213 mortgage corporation would proceed to sell the 
dwelling units to the individual cooperators for such downpayments and monthly 
charges as approved by FHA. 

8. FHA would issue a commitment to insure upon completion to the 213 mort- 
gage corporation when 90 percent of the total membership had been sold and 
their credit approved. 

9. All equity or downpayments collected on the purchase price of the stock 
would be placed in escrow together with the stock, and not disturbed or paid 
into the 213 mortgage corporation until sale and transfer of the 207 corporation's 
assets to the 213 corporation and final endorsement of the 213 credit instruments. 
The shares of stock would be issued to the shareholders simultaneously with final 
endorsement of the 213 note and mortgage. 

10. If, during the course of construction, some of the structures were completed 
before others, prior occupancy could be granted prospective stockholders (even 
though they had not paid for their stock in full) under a month-to-month rental 
agreement at schedules approved by FHA, but not in excess of the estimated total 
monthly charges under the 213 provisions. This accessory rental income would 
belong to the 207 mortgagor corporation and eventually, upon completion of the 
project and sale to the 213 corporation, would become an asset of the 213 corpora- 
tion to be used to increase the 3-percent operating reserve or disbursed as patron- 
age refunds to the cooperators. 

11. Failure to sell the 2183 dwelling units before 120 days after completion of 
the project would require that the sponsor-builder and his mortgagor corporation 
would have to accept final endorsement of the note and mortgage under the pro- 
visions of section 207 and, thereafter, operate as a rental-housing project. In 
this event, they would dissolve the 213 mortgage corporation and return any 
moneys held in escrow. 

If this suggested amendment were in effect and the FHA administrative re- 
quirement that a commitment to insure cannot be issued nor construction started 
until 90 percent of the membership is sold were deleted, 6 or more months’ time 
could be saved in the start of construction. Any delay in the start of a coopera- 
tive project proves costly. Many members become impatient and withdraw their 
subscriptions, which has resulted, in many cases, to as high as 50-percent turn- 
over in membership and, before the project can be started, these memberships 
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have to be resold again. Furthermore, the suggested amendment would eliminate 
many technical and legal difficulties. 

Myself and my associates are very impressed with the possibilities of the 
cooperative housing program. We believe and we have proven from actual ex- 
perience in building and completing approximately 4,000 units to date that its 
low downpayments and monthly charges for large families of middle incomes 
fills, in part, the gap that now exists between subsidized Federal public-housing 
programs and newly constructed rental housing. 

It goes without saying that it was a pleasure to meet with you. 

Sincerely, 


Senator Bricker. Thank you. 

Tomorrow morning at 10 o’clock in this room the committee will 
again meet for the purpose of hearing testimony on this bill. 

The witnesses tomorrow will be Mr. Wilbur C. Daniel on behalf of 
the American Legion; Edward D. Hollander, on behalf of the Amer- 
icans for Democratic Action ; William J. Levitt; and Clair W. Ditchy, 
on behalf of the American Institute of Architects. 

The committee can now recess. 

(Whereupon, at 12:05 p. m., the committee recessed, to reconvene 
at 10 a. m., Wednesday, March 17, 1954.) 


Errem A. Kaun. 
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WEDNESDAY, MARCH 17, 1954 


Unttep Srares SENATE, 
ComMMITTre ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:10 a. m., Senator Homer E. Capehart, chairman, 
presiding. 

Present: Senators Capehart, Ives, and Frear. 

The Cuairman. The committee will come to order. 

Our first witness will be Mr. Kennedy, of the American Legion. 
Good morning, Mr. Kennedy. 


STATEMENT OF MILES D. KENNEDY, DIRECTOR, NATIONAL 
LEGISLATIVE COMMISSION, AMERICAN LEGION 


Mr. Kennepy. Good morning, Senator. 

The CuatrmMan. Mr. Kennedy, do you want to read your statement, 
or do you want to place it in the record and talk extemporaneously 
from it? 

Mr. Kennepy. Mr. Chairman, I would like at the beginning to thank 
you for giving the American Legion permission to appear before your 
committee, 

The CuHamrman. We are delighted to have you. 

Mr. Kennepy. I would like to say for the record, and also on behalf 
of Mr. Daniel, who is chairman of the national economic commission, 
for whom this statement was prepared, asked me to express his com- 
pliments to you and the members of your committee and his regrets, 
due to conditions beyond his control; he was called out of the city last 
night and could not be here this morning. He testified yesterday before 
the House committee. 

‘The CuatrMan. We are sorry Mr. Daniel isn’t here, but we are 
delighted to have you. 

Mr. Kennepy. Mr. Chairman, as long as you are the only member 
here at the moment, in order to save time, with your permission, I 
would like to request that we be allowed to file these two statements 
which Mr. Daniel has prepared here. One is marked “Supplemental 
statement.” Have those both incorporated in the record. 

The Cuarman. Without objection, they will be incorporated in 
the record just as prepared, and each word you state before the com- 
mittee, likewise will be placed in the record. 

(The statement and supplement of Mr. Daniel follows :) 


STATEMENT oF Witsur C. DANTEL, CHAIRMAN, NATIONAL Economic CoMMISSION, 
THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the committee, my name is Wilbur C. Daniel; 
I reside at Danville, Va. I am the chairman of the national economic commission 
of the American Legion, which commission has jurisdiction over housing matters 
for our organization. 
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At the outset, I wish to thank you for the opportunity of appearing before the 
committee to present the views of the American Legion in connection with the 
bill, 8. 2938, commonly referred to as the Housing Act of 1954. 

While we are not concerned with those provisions not affecting veterans, there 
are two sections which we must strongly object to in their present form. We 
respectfully request that they be given serious consideration by the committee. 

The first provision the American Legion objects to is contained in title IT: 
Home mortgage interest rates and terms, section 201 (pp. 40-41 of the bill). 

Under the provisions of section 201 the President is authorized, without regard 
to any other provision of law except provisions hereafter enacted expressly in 
limitation hereof, to establish from time to time; 

“(1) the maximum rates of interest (exclusive of premium charges for in- 
surance and service charges, if any) for various classifications of residential 
mortgage loans insured or guaranteed or made under the National Housing Act, 
as amended, or the Servicemen’s Readjustment Act of 1944, as amended; Pro- 
vided, That no such maximum rate of interest shall, at the time established by 
the President, exceed 24%) per centum plus the annual rate of interest determined 
by the Secretary of the Treasury, at the request of the President, by estimating 
the average yield to maturity. on the basis of daily closing market bid quotations 
or prices during the calendar month next preceding the establishment of such 
maximum rate of interest, on all outstanding marketable obligations of the 
United States having a maturity date of fifteen years or more from the first day 
of such next preceding month, and by adjusting such estimated average annual 
yield to the nearest one-eighth of 1 per centum.” 

This plan, if adopted, would change the method in which interest rates may 
be set on mortgages under the GI loan provisions of Publie Law 346 of the 7sth 
Congress, approved June 22, 1944, and Public Law 101 of the 83d Congress, ap- 
proved July 1, 1953. The latter law amended the Servicemen’s Readjustment 
Act of 1944 so that the Administrator of Veterans’ Affairs, with the approval of 
the Secretary of the Treasury, may prescribe by regulation from time to time 
such rate of interest, not in excess of 4144 per centum per annum, as he may find 
the loan market demands. 

When the original Servicemen’s Readjustment Act (Public Law 346, 78th 
Cong.) was written, great consideration was given by the proponents of sate, 
in cooperation with representatives of the lending industry, the Treasury Depart- 
ment, and the Veterans’ Adiministration, in the setting up by Congress of the 
present method of determining interest rates and a ceiling was placed on 
the interest rate to be charged on VA loan guaranty mortgages, so that there 
might not be a prohibitive interest rate charged to those who had served in the 
Armed Forces and to whom this legislation was intended to give assistance in 
reestablishing themselves on a sound economic basis. 

The American Legion, after giving this problem serious consideration over a 
long period of time, felt that it was wise to insert this provision in the Service- 
men’s Readjustment Act in order to protect the veteran home buyer from ex- 
cessive interest payments. To us it is crystal clear that a move is now under 
way to remove the protecting ceiling also placed on said interest rates by Congress 
when Public Law 101 was enacted on July 1, 1953, at which time the rate was 
permitted to be increased to 4% percent. The American Legion opposed said 
increase in the interest rate. 

The American Legion objects to the foregoing provisions as set forth in said 
section 201 (J) for the following reasons: 

1. The American Legion recommends any change made should be by the 
Veterans’ Administration and by no other agencies or individual. 

2. The American Legion believes in the maintenance of a separate housing 
program for veterans under the sole jurisdiction of the Veterans’ Administra- 
tion. The American Legion wants the present policy continued. 

3. We believe that the power to regulate interest rates should remain in 
Congress. 

4. We submit that the phrase “* * * the President is hereby authorized; with- 
out regard to any other provision of law * * *” (sec. 201, p. 40, lines 17-18) is 
too broad and that only specific authority should be granted, not only to the 
President, but to any other Government official who may be concerned. 

5. The American Legion is unalterably opposed to section 201, because it 
would unquestionably result in increase in the interest rate as fixed by Public 
Law 101 of the 83d Congress. In addition, the proposal carries with it a dis- 
tinct possibility of discrimination between veteran home purchasers. 
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We would like to be permitted to invite the committee's attention to an article 
entitled “Easy Money Comes Back” which appeared at pages 100-102 of the 
February 26, 1954, issue of the U. S. News & World Report, a reputable and 
reliable business magazine. A true copy of said article is annexed and made a 
part of this statement. The article includes a chart showing interest rates 
average for long-term United States Government bonds for the years 1951, 1952, 
1953, and 1954. 

Reference to the chart shows the percent yield for these years to be as follows: 

Year 1951, from 24 to nearly 2% percent. 
Year 1952, from 2% to 2% percent. 

Year 1953, from 2% to 3 percent. 

Year 1954, from 2% to 2% percent. 

As has been stated above, the interest rates on VA loans to veterans was in- 
creased to 41% percent pursuant to Public Law 101, 88d Congress, approved July 
1, 1953. Using this 4%4-percent rate as a base, and adding the 2%-percent in- 
crease above average for Government long-term United States bond yield, as 
herein proposed, for the years 1951 to 1954, both inclusive, reference to the 
chart from the U. S. News & World Report readily shows that, had the maximum 
rate proposed under section 201 been in effect during the years in question vet- 
erans would have had to pay the following rates of interest on their mortgages : 
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We respectfully submit there is absolutely no reason to justify the increase 
proposed over the present rate of 4% percent. 

We see no reason why veterans should be required to pay increased interest 
rates, which are bound to follow if the provisions of section 201 are enacted. 

It is our firm belief after earnest consideration of this problem that the 4%4- 
percent rate when viewed in connection with the additional benefits which accrue 
to the investor, is adequate on the present market and will be more than ade- 
quate in the near future. 

Last year the money interests told us that if the rate were increased to 414 
percent they would be satisfied ; now they want it to go to 514 percent or higher ; 
we have a strong feeling that in the not-too-far-distant future they will be 
asking Congress to make the rate 6 percent. In fact, it might well go to 6 per- 
cent under the provisions of section 201 (1) of the bill. 

The American Legion submits that the provisions of S. 2938, as now contained 
in section 201, page 40, lines 9 to 25, and in lines 1 to 14, both inclusive, on page 
41, should be stricken in their entirety. 

The other section in this bill which the American Legion objects to is to be 
found in title VIII—Miscellaneous Provisions, section 801, at page 104, etc. 

Title VIII deals with the preferences now granted veterans in the purchase 
of surplus housing and opens wide the door for the elimination of veterans’ 
preference in these purchases. 

While we have confidence in the present Administrator of the Housing and 
Home Finance Agency, we must say that there are still in that Agency those who 
feel that preference in the sale of surplus homes to veterans should be eliminated, 
and they have often so expressed themselves. They have absolutely no regard 
for the interests of veterans. Therefore, the American Legion feels that while 
the present Administrator may be sincere in his objectives, if he were given 
the power of determination in selecting surplus housing for sale under the pro- 
visions of section 801 of the bill, we are fearful that those who would actually 
be responsible for and really determine policy for the Administrator will use 
this authority to gain their personal desires to take away from veterans their 
opportunities to purchase surplus housing. 

It has been the privilege of our representative to work closely with the 
Housing and Home Finance Agency for some time, and we have watched with 











354 HOUSING ACT OF 1954 


a great deal of interest the sale of surplus buildings. In all our experience we 
have found nothing to show that veterans’ preference hindered, at any time, the 
sale of these properties, or worked a hardship on the Agency itself in its deter- 
mination to dispose of surplus buildings. In fact, in most instances we have 
found that there have been more buyers than buildings available for sale, and 
again the American Legion urges this committee to study the provisions of 
title VIII in order to retain veterans’ preference now legally given to the 
qualified individual who seeks an opportunity to secure low-priced housing and 
establish himself in society. 

We call the committee’s attention particularly to the provisions of the new 
subsection (g) (p. 104, line 20, etc.) which states, in part: 

“(g) The Administrator may dispose of any permanent war housing without 
regard to the preferences in subsections (b) and (c) of this section * * *” 
(italics ours). 

Stripped of its legal meaning, this is nothing more or less than a bold attempt 
to knock out the preferences now granted veterans who may qualify to purchase 
housing of the type in question. 

The American Legion strongly opposes the section 801 in its entirety and asks 
that it be stricken from the bill. 

There is absolutely no reason under the sun why the preferences granted 
veterans to obtain said housing as contained in the acts approved October 14, 
1940, and subsequent thereto, should be taken away from the veterans at this 
time. 

It is our recommendation that section 801 be omitted in its entirety and that 
the law remain unchanged. We submit that this is just one more indication 
of the campaign being waged to whittle away veterans’ preference. In the 
ist session of the 83d Congress attempts were made in both the House and the 
Senate to wipe out, in their entirety, veterans’ preference laws governing em- 
ployment in Federal civil service by attaching riders to the appropriation bills 
for the Departments of Justice, State, and Commerce. Thanks to our friends 
on both sides of the aisle, in the House and in the Senate, these nefarious schemes 
were defeated. 

The American Legion is alarmed and disturbed to think there are those who 
would seek to destroy or materially weaken the veterans’ preference laws now on 
the statute books and we intend to oppose any and all such attempts with all the 
power at our command, in keeping with resolutions duly adopted at our national 
conventions and by our national executive committee. 

Under the Housing Act of 1949 (Public Law 171, 81st Cong.), section 15, (8) 
(b) (ii), veterans and families of veterans and servicemen did not have to comply 
with the substandard housing factor for admission to public housing projects. 
This provision expired, however, on March 1, 1954. We note no similar provi- 
sion is contained in 8. 2938. 

The Housing Act of 1949 set as a requirement for occupancy that applicants 
must show that they were living in substandard housing. The act, however, as 
indicated above, waived this requirement for veterans. 

This was a most beneficial and proper concession to veterans and their families, 
but it was of little practical value, because little housing has been actually con- 
structed under the 1949 act until recently, and this year will probably see the 
greatest amount completed. 

Once before this waiver was continued when it expired, and there isn’t any 
question in our minds that this preference should again be granted to qualified 
veterans. 7 

We would like to be permitted to invite the committee’s attention to the fact 
that under date of March 1, 1954, the Senate passed S. 2937, introduced by Senator 
Sparkman under date of February 11, 1954. Senator Sparkman’s bill would have 
extended the period for 5 years or until March 1, 1959. However, the Senate- 
passed bill extends the law only to August 1, 1954. 

We also call the committee’s attention to H. R. 7743, a companion to S. 2937, 
introduced on February 4, 1954, by Congressman John C. Watts, and to H. R. 8159, 
introduced by Congressman Carl Elliott on March 2, 1954, both of which are now 
pending before the House Banking and Currency Committee. 

We submit that no issue of whether a person is in favor or not of public housing 
is involved. This only applies to public housing that has already been authorized. 
Adoption of the bills S, 2937, H. R. 7743 or H. R. 8159 would not add one additional 
public housing unit, but their defeat will take away the veterans’ preference. 

As thousands of veterans who are not too well off financially will be affected 
by this legislation, we urge the committee to incorporate in S. 2938 the provisions 
of S. 2987, as originally introduced. 
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Wherefore, in closing, the American Legion respectfully requests that the 
committee amend the bill 8. 2938 by: 
1, Striking therefrom the provisions of section 201, now contained in lines 
9 to 25, both inclusive, on page 40, and in lines 1 to 14, both inclusive, on 
ge 41; 
2, By striking therefrom the entire section 801 (pp. 104 and 105); and 
8. By inserting the provisions of Senator Sparkman’s bill 8. 2937, as origi- 
nally introduced, at a proper place in 8, 2938. 
Mr. Chairman and gentlemen of the :ommittee, I would like to thank you for 
your favorable consideration of our requests, as well as for your courtesy in per- 
mitting me to appear before you. 


[Reprinted from U. S. News and World Report, an independent weekly news magazine 
published at Washington, February 26, 1954) 


Easy Money CoMes Back 


DOLLARS ABUNDANT, BUT BORROWING SLOW 


Credit expansion, officially promoted now as one answer to the business down- 
turn, is slow to come. Bank loans ire easily had now—by borrowers with 
good credit standings—and getting cheaper. Lenders—with official bless- 
ings—are loaded up on funds. But a sagging demand is dragging down loans 
and interest. 


The drive by the administration to get people to borrow money and spend it 
is approaching a critical phase. If credit expansion doesn’t get going in buoyant 
spring and summer months, it’s believed, it may not get going at all this year. 

What has happened is that businessmen and families have been showing more 
concern over their debts than over their needs for more goods and services. 
Borrowing to buy has been less popular than it once was. Interest rates have 
sagged, as money pumped into banks by the Government found -too few 
borrowers. 

Now, just recently, there are a few signs of a faint revival of willingness to 
buy on the cuff. But official figures, even the latest, do not show it yet. . 

Bank loans, to nearly all classes of borrowers, are a long way from stretching 
the capacity—and desire—of banks to lend. Records of city banks—those re- 
porting weekly to the Federal Reserve Board—tell the story. 

Business loans—to storekeepers, manufacturers, farmers, others—expanded 
by less than $600 million in the last half of last year. They had grown by 
nearly 2.5 billion in the last half of both 1951 and 1952. They still lag in 1954, 
though less noticeably. 

Main reason is that businessmen have found themselves with more inventory 
than confidence. Buying by retailers, wholesalers and producers has been de- 
clining. More recently, consumers themselves have begun to acquire doubts 
and to curtail their buying, too. That has meant even less borrowing from 
banks. 

Bank leans made to consumers by weekly reporting banks.shaw the results. 
Those loans expanded by $99 million in the last half of 1953—against $833 million 
in the last half of 1952. 

Installment-credit reports, too, help to show how families feel about further 
buying involving debt. Total of such credit rose by about 800 millions in the 
last half of 1953, against 2.2 billions in the same period of 1952. And the same 
trends show up in real-estate loans, though plans now being announced by build- 
ers for 1954 give a hint of rising demand for mortgage loans. 

Government officials have used just about every monetary device available to 
push the easy money program adopted last spring. Before that, the Federal 
Reserve and the Treasury Department—in double harness—had been working 
overtime to make money for lending scarcer and dealer in a period regarded as 
inflationary. The turnabout, when it came, involved the use of a flexible money 
policy in a new situation—a threat of deflation. 

Federal Reserve, first, saw to it that banks were filled with plenty of the 
reserve funds needed for lending. That was accomplished by the purchase of 
billions of dollars’ worth of Treasury securities. From May to December last 
year, Reserve bank holdings of United States securities jumped by more than $2 
billion—to the highest level in history. 











“dio Sayystiqnd 
SMON S2}BIG PERU ‘FSET Wq3}IAdoD “MOPZUTYSBAM 38 peyst[qnd euyzeseu saew A]YooM JUepUsdepuy UB ‘jOdey PTIOA\ PUB SMEN “§ “{) Wor pejujadey 


WS6L ‘9Z “994 “1LUOd3Y AIYOM 7% SMIN 'S ‘N 
"20D "aNd SHAN SN 4a 'H9ETO quawyedeg 





ke ore Be oa Oe 
7a | y 5 oN =. oT | YX 


7 TTT 


Se PAR. ae Be Pe RS 





HOUSING ACT OF 1954 





HOUSING ACT OF 1954 357 


BANK#S HUNT BORROWERS, BUT RESTUDY’ WEAK ACCOUNTS 


Next, the Federal Reserve reduced the amount of reserves that banks were 
required to hold for any given volume of bank business, And the Treasury De- 
partment made plain that easy money was the order of the day. 

Then, early this month, with lending still becalmed, Federal Reserve cut the 
interest rate that banks must pay when they borrow Reserve funds from the 
central bank. Intent—and effect—was to make sure that all bankers understood 
they were not expected to be excessively critical of a customer’s credit position in 
making a loan. Officials, it was made clear, would be sympathetic to some 
maretnet loans designed to get money into the hands of people who would 
spend it. 

Result, for the man who wants to float a loan, is that banks and other lending 
institutions are loaded. Many are out scratching for business. That doesn’t 
mean that just anybody can get a loan of any desired size. Most lenders, in fact, 
have been getting right with their books, too. They’ve been crowding delinquent 
customers, cutting off some poor credit risks. Still, people with good pros- 
pects of repaying find it easy to borrow. 

Demand for lending money, though, continues to lag behind supply. 

Interest rates—the price of borrowed money—consequently have been drop- 
ping. The chart on page 100 gives the picture, starting in early 1951—the time 
of the famous aceord between the Treasury and Federal Reserve. Before that 
time, the Reserve System had been an unwilling partner in the Fair Deal 
administration’s plan to hold interest rates down by the simple expedient of 
supporting Government-security prices in the open market. The accord ended 
that price-pegging operation. 

The chart shows what happened to interest rates of Treasury bonds when 
the market was unpegged. Those rates rose, along with interest charges gen- 
erally, and went into a steep climb early in 1958 when tighter money was the 
goal. 

The peak, for those Treasury bonds, came in June. Now all is changed. Aver- 
age yield for those bonds has dropped from 3.09 percent to 2.60. 

The rate on the Treasury’s 91-day bills, nearly 2.42 last June, in January 
dropped below 1 percent for the first time in nearly 5 years. 

Rates on prime commercial paper—the unsecured IOU’s of top-credit com- 
panies—have tumbled from 2% pereent at midyear to 2 percent recently. 

Ordinary short-term loans by banks to businesses, too, showed signs of cheap- 
ening in December, though banks still plan to hold their rates where possible, 

Home buyers, meanwhile, have been given new hope for low-rate mortgage 
loans guaranteed or insured by Government after months in which lenders 
avoided those loans. And families hoping for conventional mortgage loans this 
year have gotten real encouragement. 

Corporations are able to borrew_on long-term bonds for rates averaging 3.24 
percent, compared with more than 3.6 percent last summer. 

States and localities haye watched their average rate on high-grade bonds 
drop from just under 3 percent to 2.4 and below. 

Cheapness and easy availability of lending money, though, still are not draw- 
ing crowds of people to banks. 

The question that officials are beginning to ask themselves is: Just how long 
will people wait? 


SUPPLEMENTAL STATEMENT OF WILBUR C, DANIEL, CHAIRMAN, NATIONAL ECONOMIC 
COMMISSION, THE AMERICAN LEGION 


The following information was obtained from a Member of the House of Repre- 
sentatives, who gave the American Legion permission to use the data, but re- 
quested that his name be omitted, and is copied from a letter dated March 3, 
1954, written by Mr. Ralph H. Stone, deputy administrator fer veterans’ bene- 
fits, to answer the Congressman’s inquiry regarding interest charges, as follows: 

“2. Congressman ————. ————. letter requests that, based on the formula in 
section 201 (1), the maximum rate of interest be established for certain dates. 
Based upon information from the Treasury Department, which reflects yields to 
maturity of all marketable Government obligations maturing in 12 years or more, 
the maxima for the dates requested are as follows: 
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“The Treasury Department has not made the calculations necessary to fit the 
precise language of the proposed section 201 (1) ; however, the yield (or interest 
rate) on the same type of securities maturing in 15 years or more would be only 
slightly higher (perhaps one to four one-hundredths), and not sufficiently differ- 
ent to change the maximum cited above. 

“3. The Congressman’s letter further requests that an estimate be prepared of 
the amount of increased interest which would have been involved on the veteran 
loans guaranteed by the Veterans’ Administration during calendar 1953 if maxi- 
mum interest rates had been in effect as allowed by section 201 (1) instead of 
the interest rate established by existing law. The Congressman requests that 
this be estimated: (1) for the total permissible life of each loan and (2) during 
the first year of the loan’s existence. 

“4. In order to simplify the computations involved, it has been assumed that, 
if the maximum permissible rate of interest were to be fixed as the actual rate, 
such a determination would be made as of the first of the year. Accordingly, an 
interest rate of 5144 percent has been used as the presumptive interest rate on 
veteran loans under the provisions of the proposed section 201 (1), even though 
a higher maximum obtained during part of the calendar year. As a further 
simplification of the necessary calculations, we have assumed that all GI loans 
closed in the first half of the year bore the 4 percent rate and that all those 
closed during the last half of the year were written at 44% percent. Inasmuch 
as many 4 percent loans were actually disbursed after the maximum was in- 
creased to 444 percent in May 1953, the use of this assumption is not believed to 
affect the accuracy of our estimates materially. 

“5. On this basis, if a maximum rate pursuant to section 201 (1) had been in 
effect for the calendar year 1953 at 514 percent, rather than the 4 and 4% per- 
cent rates actually in effect, the additional amount of interest payments to be 
made on account of loans guaranteed or insured by the Veterans’ Administration 
would aggregate $429 million over the total life of the loans. During the first 
year all loans guaranteed or insured by VA in 1953, under the same conditions, 
the difference in interest payments would have been almost $29 million. The 
average loan made to a veteran in 1953 amounted to $9,480. For such a loan with 
a typical maturity of 20 years, the increase in the interest rate from 414 to 51 
percent would require an additional interest payment of $932.88 over the whole 
pe of the loan. During the first year, the increase in interest would be 

70.72. 

“6. In connection with these estimates, it should be noted that the rates 
indicated in paragraph 2 and the rates used in estimating the increased costs 
are maximum permissible rates of interest. The President, under the provisions 
of section 201 (1) would be given authority to set the maximum rate from time 
to time at whatever figure was deemed most appropriate in the light of prevail- 
ing conditions, provided it did not exceed the maximum permitted.” 


VETERANS DEPRIVED OF PREFERRED POSITION NOW ENJOYED IN RESPECT TO HOUSING 
CREDIT 


Speaking of preference in obtaining GI mortgage loans, I have read and agree 
with the statement submitted by Mr. T. B. King, Acting Assistant Deputy Ad- 
ministrator (Loan Guaranty), Department of Veterans’ Benefits, Veterans’ Ad- 
ministration, when he appeared before the House Banking and Curreny Commit- 
tee recently. On pages 1, 2, and 3 of his statement Mr. King makes reference to 
sections 104 and 105 (pp. 3 and 4) of the within bill covering amendments of 
title II of the National Housing Act. His statement (the last paragraph of 
page 2 and the first paragraph of page 3 thereof) reads as follows: 

“The proposed increases in loan-to-value ratios and the corollary reduction in 
the cash downpayments, together with the increase in the permissible term of 
the loan which will make lower monthly carrying charges possible, will make 
considerably more liberal financing terms possible for prospective home pur- 
chasers under the FHA program. This, of course, would tend to dilute the prefer- 
ence which has been available to veterans obtaining GI financing, since the 
amendments would place nonveterans in virtually an equal position in respect 
to housing credit terms. The extent to which such dilution would take place 
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depends, of course, upon whatever action may be taken by the President in exer- 
cising his authority under section 201 of the proposed bill. Under the bill the 
President must authorize the more liberal terms provided for before they become 
applicable to the FHA program. On the other hand, it is noted that the only 
action which the President could take in respect to VA guaranteed home loans 
would be to make GI loan terms more restrictive. If the FHA program is liber- 
alized as contemplated in the bill all eligible veterans, including recent veterans 
of the Korean conflict, will be deprived to a considerable degree of the preferred 
position they heretofore enjoyed in respect to housing credit. Inasmuch as it is 
not known to what extent the President would liberalize the FHA program, the 
exact effect of the proposed legislation upon the preferred position of veterans 
in the housing market cannot be forecast.” 

For all practical purposes these provisions would wipe out the preferences 
now granted veterans in obtaining GI financing. When the Members of Congress 
enacted the loan provisions of the present laws they most certainly intended that 
veterans should be given preference in obtaining these mortgages, and we do not 
believe the economic status of veterans of World War II or Korea has improved 
to such an extent as to warrant the termination of such preference, thus forcing 
them to compete with their more fortunate fellow citizens in their quest for 
mortgage money. 


Mr. Kennepy. With your permission, I would just like to hit a 
couple of high spots. 

I would also like the record to show, Mr. Chairman, that upon check- 
ing with the staff of the committee a few minutes ago, I find that a 
chart prepared by the Federal Housing Commission which we had 
intended incorporating in the record has already been inserted by Mr. 
Hollyday, and I believe it appears at page 157 of the official steno- 
ene er’s minutes. 

e CuarrmMan. How big is this chart? Would it be well to place 
it in the record again at this point, do you think? I think it is a 
good idea to put in in the record at this point. 

I think we will, then, place it in the record again at this point, be- 
cause it must be pertinent to your testimony. 

Mr. Kennepy. I appreciate it. 

The Cuamrman. We will put it in the record at this point. 

(The data referred to follows :) 
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Mr. Kennepy. Senator, our objections, if I might use that term, 
are confined mainly to two points. One is on the question of the 
method of fixing the rate of interest which the bill provides, under 
section 201. That is the point which would give the President the 
authority to fix the interest rate at approximately 214 percent above 
the average yield for Government long-term bonds, and I would like 
to call your attention to our objections to that provision. 

We feel that there should not be any cliange in the present law which 
gives the Administrator of Veterans’ \tfairs, and the Secretary of the 
Treasury, the right to fix the interest rate at 4144 percent, pursuant 
to legislation which was enacted last summer. 

Secondly, we feel that the maintenance of a separate housing pro- 
gram for veterans under the sole jurisdiction of the Veterans’ Ad- 
ministration should be maintained. In other words, continue the pres- 
ent policy. 

We believe that the power to regulate interest rates should remain 
in the Congress itself. 

The CHatrman. You are recommending that the Congress state 
what the interest rate ought to be in the law, and give the President, 
and no one else, any right to change it. 

Mr. Kennepy. That is right. We would prefer the Congress to do 
that, sir, just the same as you did in this public law which was en- 
acted last summer. I have the number of it here. 

The Cuarrman. In other words, you want us to write into the law 
what we think the interest rate ought to be, and only Congress can 
change it? 

Mr. Kennepy. Yes, sir; we object to this provision which would 
give a fluctuating rate, for reasons that a glance at this chart here 
will show how that rate goes up and down. Our feeling is—take, for 
instance, what the chart shows for the year 1953. It is a little over 
5.50. Now, if you add 214 percent to that, assuming, of course, that 
the maximum authorized under the bill were exercised by the Presi- 
dent, or whoever you gentlemen of the Congress see fit to give that 
authority to, you can see that rate is going to be very, very high. We 
feel, as we say in our statement, that 414 percent is fair and reason- 
able, and we would like to see it maintained at that level. 

In other words, if you would see fit, we would like to see the law 
remain the same on that score. 

The Cuarrman. I believe the Mortgage Bankers Association ob- 
jected to the bill, also, in that respect, except that they want the bill 
to specify a committee which, in turn, wil have the right to fix the 
interest rate from day to day, and month to month. They don’t want 
the Congress to write any maximum in whatsoever. 

Mr. Kennepy. With due respect to all our officials and committees, 
we still have more faith in Congress to handle these things. Our ex- 
perience shows—and I am not trying to be a bit facetious—— 

The Cuairman. The mortgage bankers, yesterday, recommended 
that the bill say nothing about what the interest rate ought to be, but 
a committee be appointed to fix the rate from day to aay or month 
to month or period to period. 

You think we ought to specifically write into the law X amount, 
and no one should have the right to change it. 

Mr. Kennepy. That is right, sir; only the Congress, or leave the 
present law as it is now, 414 percent. 
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The Cuairman. Yes. Well, I think you have that point very clear. 
Mr. Kennepy. We give in detail, on pages 3 and 4, Senator, some | 
other reasons. Mr 
The Cuarrman. Your other point here was, you said you don’t : 
want the veterans and the FHA to do what? 








Mr. Kennepy. We don’t want any powers that are now exercised 3 30 
by the Veterans’ Administration transferred from the Veterans’ Ad- sio 
ministration to any other agency of Government, whether or not it 
be the FHA, which, of course, would have to do with housing. We me 
appreciate the fact—— a 

The Cuatrman. There is nothing in this bill that does that. I pre- un 
sume you are thinking the Sones may well do that. sta 

Mr. Kennepy. I am talking about the FHA—— re 

The Cuamman. Don’t you think it might be a good thing to merge po. 
the appraisals of the two together, so we can get a uniformity of ap- Ad 
aoniaid of properties? I have given considerable thought to that, and cer 
I have checked into it, and it seems to me that as it is now, VA appraises a 
their own property and so does FHA, and the two are different. Ne 

Mr. Kennepy. Our position on that, Senator Capehart, is, and we Ad 
have given considerable study to it, the best answer I could give you, is pul 
that I would like to have permission to file a copy of a letter our na- ‘ : 
tional commander sent to President Eisenhower recently, the Presi- da 
dent’s reply, and a second letter which Commander Connell sent to the Cor 
President, and also Mr. Higley, the Administrator of the VA, giving 
our reasons on that very subject. I don’t have such copies here, but if 
I could have leave to file them by 4 o’clock this afternoon 

The Cuatrman. Yes; without objection, you may file it. 

(The letters referred to follow :) 

THE AMERICAN LEGION, Saas 

January 30, 1954. 
The PRESIDENT, I 
The White House, Washington, D. C. ee 

Dear Mr. President: The American Legion is vitally concerned over the recent ica 
recommendations of the Presidential Advisory Committee on Government Hous- A 
ing Policy and Programs to transfer functions of the Loan Guaranty Section of the Adi 
Veterans’ Administration to another agency. As national commander, and in Ad 
accordance with national mandates of the American Legion, I wish to voice our thi: 
vigorous opposition to such a move. I 

The Servicemen’s Readjustment Act (GI bill) which place all veterans pro- str 
grams, including the GI home loan program, under the jurisdiction of the Vet- con 
erans’ Administration was sponsored by the American Legion in the belief that y 


all veterans programs should be handled in a single Government agency. We have 
continuously adhered to that position. For your information I am enclosing two 
resolutions adopted by the national economic commission of the American Legion 
which opposed previous attempts to remove the Loan Guaranty Section from the 
Veterans’ Administration. 
We are aware of the need for improvement in the handling of GI loans, and we The 

feel an effort to work out a clear and simplified method should be made to recom- 
mend to the Administrator of Veterans’ Affairs, Harvey Higley. To accomplish 


this we have scheduled a conference of lenders, builders, representatives of real- L 
estate boards, of the Veterans’ Administration and of the Housing and Home Con 
Finance Agency, with Legion officials, under the direction of the chairman of our T 
national housing committee, to be held on March 1 and 2, 1954, here in our Wash- veal 
ington office. At the end of this 2-day conference we will meet with» Mr: Higley It 
and lay before him our findings. These recommendations will also be presented 
to you, and we sincerely hope you will give them your most earnest consideration. at 
Sincerely, . ll 
ARTHUR J. CONNELL, th 
National Commander. ood 
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Tue White House, 
Washington, February 16, 1954. 
Mr. ArtHuR J. CONNELL, 
National Commander, the American Legion, 
Washington, D. C. 

Dear Mr. CONNELL: We appreciate having the views in your letter of January 
30, 1954, to the President, and the resolutions of the national economic commis- 
sion of the American Legion. 

You refer to a recent recommendation of the Advisory Committee on Govern- 
ment Housing Policies and Programs supporting the transfer of Veterans’ Ad- 
ministration loan guaranty functions. The committee was concerned by the 
duplication of certain technical operations in the processing of applications 
under the Government's loan guaranty programs. However, it is our under- 
standing that the committee did not advocate the transfer of any of the statutory 
responsibilities of the Veterans’ Administration or the abandonment of the con- 
cept of a single agency for veterans’ affairs. Instead, the committee proposed 
that the Administrator of Veterans’ Affairs and the Housing and Home Finance 
Administrator work out an agreement under which the FHA would perform 
certain technical functions for the VA on a contract basis. 

The President has not yet determined what measures are required to produce 
efficient, coordinated administration of the home loan guaranty programs. 
Nevertheless, an attempt to reach an agreement along the lines suggested by the 
Advisory Committee appears to be in the interest of all home buyers and the 
public in general, 

It is gratifying to note that the American Legion recognizes the need for 
improvement in the handling of GI loans. We shall look forward to any specific 
suggestions for bringing about that improvement which may come out of the 
conferences which you are holding early in March. 

Sincerely, 
SHERMAN ADAMS, 


THE AMERICAN LEGION, 
Washington, D. 0., March 8, 1954. 
The PRESIDENT, 
The White House, Washington, D. C. 


Dear Mr. PRESIDENT: In accordance with my letter of January 30, 1954, I am 
enclosing a copy of a letter written to the Honorable Harvey V. Higley, Admin- 
istrator of Veterans’ Affairs, together with the recommendations of the Amer- 
ican Legion for improvement in the administration of the GI loan program. 

A meeting was conducted for 2 days with representatives of the Veterans’ 
Administration, Housing and Home Finance Administration, Federal Housing 
Administration, lenders, builders, real-estate boards and others interested in 
this program. 

I am sure that this meeting was of much value and produced sound, con- 
structive ideas, which we are happy to submit to the Administrator for 
consideration. 

We are deeply grateful for your interest in this matter. 

Sincerely yours, 
ARTHUR J. CONNELL, 
National Commander. 


The Honorable Harvey V. HieLry, 
Administrator of Veterans’ Affairs, 
Veterans’ Administration, Washington, D. C. 

Deas Mr. Hictey: This letter is written to you in accordance with National 
Commander Connell’s letter to President Eisenhower of January 30, 1954. 

The undersigned committee constituted by a mandate of the 1953 national con- 
vention of the American Legion, has met on March 1 and 2, in Washington, D. C. 
It has considered the comments and testimony of interested industry, and Gov- 
ernment groups on methods for expediting the handling of GI loans under the 
statute. 

It seems that there are two particularly vexing problems in connection with 
the present GI loan procedures according to the testimony which was heard. The 
first of these indicates that builders, lenders, and veterans themselves are ex- 
periencing extreme delays in the processing procedure. We would not pretend 
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that a study of this nature would supply a satisfactory answer to such a prob- 
lem, but we suggest that more efficient results could be achieved by certain 
administrative corrections. 

Another problem arises from the nature of the GI loan program. Builders and 
lenders testified that the volume of directives from the Loan Guaranty Section 
is such that it is impossible for even the larger organizations to keep abreast 
of them. The Loan Guaranty Section is aware of this situation and received 
some constructive suggestions, which indicates that this obstacle can be over- 
come. 

The committee considered the proposal of the President’s Advisory Committee 
that the Administrator of Veterans’ Affairs be directed to enter into an agree- 
ment with the Commissioner of the Federal Housing Administration under which 
agreement certain so-called technical functions of the Home Loan Guaranty 
Section of the VA would be performed by FHA. It is our understanding that 
this proposal was intended to achieve certain administrative economies, in addi- 
tion to possible savings to veteran purchasers. While the committee believes in 
Government economy and supports methods of possible savings to veterans, we 
find no convincing evidence that this will be substantially realized by any such 
arrangement. 

We did not find that there exists. any serious duplication of effort» between 
the VA and FHA, and we are fearful that a loss of identity of the GI home loan 
program might result. Our primary concern is the welfare of the veteran and 
we feel that the tradition of the VA—a single agency for veterans’ affairs—is 
the most desirable and efficient protection to the veteran. We consider the loan 
guaranty program an integral and essential part of veterans’ affairs. However. 
the American Legion will continue its policy of critical but fair appraisal of any 
proposal which is designed to enhance or further the welfare of the American 
veteran. 

We attach hereto a list of specific recommendations which we believe will aid 
in simplifying and expediting the processing of loan applications. 

Very truly yours, 
SpecraAL COMMITTEE ON VA LOAN PROCEDURES, 
By THOMAS W. MOSEs. 
WILLIAM E. SMITH. 
J.D. SAWYER. 
JoHN O. NEWBERRY. 


Specrrtc RECOMMENDATIONS FOR IMPROVING PROCEDURES OF THE Home GUARANTY 
SECTION OF THE VETERANS’ ADMINISTRATION 


1. Revise lenders handbook annually for purposes of simplification. 

2. Publish technical bulletins of the loan program in separate colors according 
to subject matter. 

3. Provide checklist for lenders to test regulation compliance. 

4. Consider the delegation of more authority to regional offices to meet local 
conditions. 

5. Consider flat-rate closing costs rather than by actual breakdown. 

6. Simplify open-end mortgage procedure. 

7. Implement the proposed practice of assigning appraisals and reporting 
evaluations by telephone rather than to await detailed completions by mail. 

8. Continue fee-appraisal system. 

9. Consider developing simplified procedures for small builders as contrasted to 
project builders. 

10. Assign full-time attorney to Loan Guaranty Section. 


Mr. Kennepy. We would like to have something done to avoid 
duplicate charges, because we feel it is the veteran or the mortgagor 
who is going to bear these so-called duplicate expenses, and they land 
on his shoulders right down the line. We have no objections to cor- 
rective measures being taken. 

The Cuarrman. I would think if we had some uniformity in the 
methods of appraising, arriving at many conclusions on the part of 
both so that they would be uniform, they would be the same, we would 
be better off. 
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Mr. Kennepy. Yes; Mr. King, I believe, went into that in consider 
able detail the other day,'too. 

Then I will follow your suggestions, sir 

The Cuamman. Mr. King testified while I was away, on this whole 
matter, and I wasn’t present. I happened to be away. I was at Will 
Hayes’ funeral last week. I didn’t hear his testimony. 

Mr. Kennepy. I think these letters I just referred to will answer 
your question, Senator. 

The Cuarman. Fine. 

Mr. KenNepy. On page 2 of our supplemental statement, I would 
like to call your attention to a paragraph. We gained this informa- 
tion from a Member of the House of Representatives, who, while he 
gave me permission to use it, requested I not divulge his name. It is 
at the top of page 2 of the supplemental statement. In item 5, we give 
the additional cost that would be involved for the first year. As I say, 
these figures came out of the Veterans’ Administration in reply to an 
inquiry made by this gentleman of the House. There is no use in my 
reading it, as long as you are looking it over, Senator. 

The Cuammayn. In other words, had the rate been 514 percent in- 
stead of 41% percent, it would amount to $419 million. 

Mr. Kennepy. Y es, and the average loan is $9,480, and over - 
years that would amount to an additional interest payment of $932 
During the first year the increased interest charge would be 870.7 12 
We bring that out to—— 

The CuarrMan. Of course, this is the maximum. 

Mr. Kennepy. Yes, sir. 

The Cuairman. There is nothing, as the law is written, requiring 
the President to do that. The law states that he can’t make it higher 
than 214 percent, or 214 percent. 

Mr. Kennepy. That is correct. 

The Cuatrman. He doesn’t have to. Under the law, as it is written, 
at the moment, he could keep it as it is. 

Mr. Kennepy. If they kept it down, there wouldn't be too much 
argument about it. 

The CramrMan. But the law gives him the right to place the inter- 
est right at 214 percent above the going interest rate on Government 
bonds, long-term Government bonds. 

Mr. Kennepy. As I said before, we yield to no one our admiration 
for President Eisenhower, but he has to depend so much on his ad- 
visers, because he is busy, and his immediate advisers might be in- 
fluenced to exercise the authority to establish maybe not the highest 
possible rate, but not too far from the top. 

The other point we have, Senator, if you have no further questions 
on the interest rate, is on page 5 of Mr. Daniel’s statement. That 
deals with some of the preferences. In other words, when the original 
GI bill was put through on June 22, 1944, Congress had in mind | giv- 
ing the then ex-servicemen some preferences due to the fact that they 
had been away for so many years, and give them a chance to catch up 
in the economic field, especially. These preferences, we feel, are not 
quite as strong as they should be in the bill under consideration. We 
would like to see them left alone. 
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Now, as you know, there have been over 3 million of these GI loans 
taken out, and the reasons that existed in 1944, at the time the original 
GI bill was put through, still obtain, and I would like to call your 
attention to the fact that, according to the statistics in the Pentagon, 
over half a million men who were veterans of World War IL were 
called back again after the Korean war broke out on June 27, 1950, 
by virtue of the fact they were members of the Reserve. 

They had to go whether or not they wanted to, of their own volition. 
The point I am trying to make, Senator, is here, in those hundreds of 
thousands of instances, those boys have had their normal life in a 
short span of years interrupted on two occasions. Take those fellows 
who were in the Guard, especially, and were called out in 1940. They 
had to serve a pretty long span. I don’t say that in any sense dis- 
respectfully at all to the boys who were called out subsequently 
through Selective Service, and might not have had to put in as long a 

riod of time, but there were millions of them, as you know, involved. 
Then, we also have the Korean veterans who were members of the 
Reserve, and of course, you have the new group of veterans as a result 
of the Korean war. We feel, in other words, the economic conditions 
are practically the same and that they should be on a parity, insofar 
as these preferences are concerned, as the World War II men were. 
That is the crux of our argument. 

The Cuamman. Well, the law does change this, and I think maybe 
at this point we ought to put it in here. That is title VIII. 

Mr. * oom es, sir. 

The Cuatrman. Miscellaneous provisions, section 801. 

Mr. Kennepy. That is on page 104 of the bill. 

The Cuarman. “Exemption of unusual types of Lanham Act hous- 
ing and preference requirements and disposition.” 

his section would amend section 607 of the Lanham Act. I want 
to put it in the record at this point, just as I am going to hand it to 
you. 
* Off the record. 

(Discussion off the record.) 

Mr. Kennepy. Counsel can correct me if I am wrong on this. What 
I have in mind is pages 26 and 27—that is, of the old law, and in 
there they set forth these preferences. 

The CuarrmaNn, My point is in this present law we are considering, 
we only change it in respect to preferences in the four points that I 
just read. 

Let’s place in the record at this time section 607 (b) of the Lanham 
Act. 

(The section referred to follows :) 

(b) Preference in the purchase of any dwelling structure designed for occu- 
pancy by not more than four families and offered for separate sale shall be 
granted to occupants and to veterans over other prospective purchasers for such 
period as the Administrator may determine and in the following order: 

(1) a veteran who occupies a unit in the dwelling structure to be sold and 
who intends to continue to occupy such unit; 

(2) a nonveteran who occupies a unit in the dwelling structure to be sold 
and who intends to continue to occupy such unit; 
aera veteran who intends to occupy a unit in the dwelling structure to 

sold, 

Subject to the above order of preference, the Administrator may establish 
subordinate preferences for any such dwelling structure. As used in this section 
607 (b), the term “veteran” shall include a veteran, a serviceman, or the family 
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of-asveteran or a serviceman, or the family of a deceased veteran or serviceman 
whose death has been determined by the Veterans’ Administration to be service- 
connected. 

The Cuarrman. I don’t suppose a veteran would have any interest 
at all if it was unsuitable for family dwelling use. 

Mr. Kennepy. No; except a little further down, Mr. Chairman, we 
refer to the so-called cheap housing—this is a separate subject. Just 
off the record for a moment. 

(Discussion off the record.) 

Mr. Kennepy. Back on the record. 

We are not asking for anything more, Mr. Chairman, than was 
contained in the old law there. We respectfully request that those 
preferences be ‘the same. 

The Cuatrman. What we were trying to do in this section 801 was 
to say if it was unsuitable for family-dwelling use, then there would 
be no preferences, or if it was being used at the time of disposition 
other chan for dwelling purposes, you see. So many of these Lanham 
Act properties are now being used for commercial use. 

Then we said, “This is to be sold with the requirement that it be re- 
moved from the present location.” 

I don’t think a veteran would want to buy it if he had to move from 
that location some place else. 

Mr. Kennepy. I appreciate that. 

In other words, whad we are asking is that the gentlemen of the 
Congress preserve that 

The CHamman. What we are doing at the moment—and I am 
going to introduce a bill—I have already asked the housing people 
to hold up any action on these Lanham Act projects until the Congress 
van take a good look at the bill lam going to introduce. It will simply 
say this: That when offering these Lanham properties, after someone 
has gone in and appraised the individual units, they must be offered 
to the occupants of the house—first, of course, you have to give prefer- 
ence to veterans and so forth. 

If the occupants don’t buy them at the appraised price, then you 
can’t later sell them as a whole or sell the entire project at a price, say, 
for half of what you were trying to sell them to the occupants for. 
Those that have preference and those that occupied the houses. 

For example, it works like this: Suppose here is a unit of 100, and 
they ask the veterans and those that have preference and the occupants 
of those houses $5,000 apiece for them. And they say, “No, that is 
too high; we don’t want them. We won’t buy them.” 

Then later they advertise them for sale as a unit, and the highest 
bid, let’s say, is only $2,000 apiece, and they sell them to him. I don’t 
think that 1s fair or right. They ought to be able to sell them to the 
veterans and those occupying them as cheaply as they are going to 
sell them to somebody that is going in and buying them possibly to 
resell them and make a profit on them. 

We had an example of that in Indiana. I was in it in quite a big 
way, and so was the Legion. That was near Knox, Ind., where they 
offered them to the veterans at a very high price per unit. The vet- 
erans wouldn’t buy them, so they sold them to some firm in Ohio, as 
a whole, at a price—I forget just what it was—but it was a ridiculous 
price per unit in comparison for what they were offering as a whole. 
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Mr. Kennepy. The thing that bothered, us, Senator, was the Jan- 
guage on page 104, lines 21 and 22, (b) and (c). 

Of course, (b) and (d) are in the law in the 81st Congress, enacted 
on April 20, 1950. 

The CuarrMan. We will get into that. 

Mr. Kennepy. The only other point we had, and this is notcan 
objection to the bill, this is a request to include another provision, 
and you have just touched upon it—on page 7 of our statement there, 
in the second paragraph, we talked about the Housing Act of 1949. 
That is Public Law 171 of the 8ist Congress, which provided that 
veterans and the families of servicemen did not have to comply with 
the other provisions of the so-called substandard factor for admission 
to this type of dwelling or building. 

And we go on to recite the fact that Senator Sparkman had intro- 
duced a bill, which you just referred to, sir, S. 2937, and while it 
doesn’t extend the law for another 5 years, it does extend it to August 
1, 1954, and we would respectfully request that that bill be passed 
by the Congress as already approved by the Senate, or similar pro- 
vistohs be included in the bill you now have under consideration. 

The CuarrMan. We extended it to August 1 to decide whether it 
ought to be made a separate bill or part of this bill. 

Mr. Kennepy. Yes, sir. 

That is the only point we make on that subject. 

The Cuarmman. Thank you very much. We appreciate your testi- 
mony. We may want you to come back later and help us in this 
matter. 

Mr. Kennepy. We will be glad to be at your service at any time. 
Thank you very much. 

The Cuamrman. The next witness is Mr. Edward Hollander, of the 
Americans for Democratic Action. 

Mr. Hollander, do you have a statement you care to read, or do 
you want to place it in the record and talk extemporaneously from it? 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Hotianver. If you don’t mind, I would rather read it. 

The CuarrMan. Proceed in your own way. 

Mr. Ho.uanper. Yes, sir. 

Mr. Chairman, and members of the committee, my name is Edward 
D. Hollander. I am national director of Americans for Democratic 
Action. I appreciate this opportunity to appear before you to pre- 
sent the views of ADA on the housing proposals you are considering. 

ADA, from the time of its founding in 1947, has consistently advo- 
cated measures to improve housing conditions of the American 
people. It has always seemed to us a cruel and unnecessary contra- 
diction that in this great and rich country, with its enormous resources 
of manpower and materials, so many of our families—now estimated 
at. upward of 8 million, and as high as 15 million—should be forced 
to live in homes that are seriously substandard, at best, and at worst, 
unfit for human habitation. As the report of President Eisenhower’s 
Advisory Committee on Housing said: 


* * * our country, which has the highest standard of living in the world * * * 
cannot permit a substantial number of its citizens to live in filth and squalor, 
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in hovels which health laws for the protection of ¢ ir people would not allow 
for farm animals. 

There is another reason why ADA strongly urges action to wipe 
out substandard conditions of living. In its outspoken and resolute 
opposition to communism, here and abroad, ADA has always believed 
that a high standard of living for all the American people is indis- 
pensable in the arsenal of our weapons against communism. By these 
means, we can prove to our own people, by the daily ee of 
their lives, and to the rest of the world by our example, that democ- 
racy is the way not only to freedom but to abundance and security as 
well. 

The CuarrmMan. Let me say this—and I do not say it in criticism. 
It is just a part of the feeling I have had for a long while that we say 
and do a lot of things in the United States that puts ammunition in 
the guns of our enemy. 

For example, your statement—of course, you are just quoting the 
President’s Advisory Committee Report which says: 

In which our country which has the highest standard of living in the world 
cannot permit a substantial number of its citizens to live in filth and squalor, in 
hovels which health laws for the protection of our people would not allow for 
farm animals. 

Now, you did not make that statement, the President’s Advisory 
Committee made the statement. But I think that would make awfully 
vood reading in communistic countries. 

Mr. Hoitanper. I think the only way we can strengthen our de- 
mocracy is to show our shortcomings and face up to them and correct 
them. 

The Cuamman. I agree with you 100 percent that we ought to face 
up to them and correct them, but I don’t think the best way to sell 
our democracy is to sell its weaknesses. But you didn’t make that 
statement. I think it might be better to sell our strength, not 
weaknesses. 

Mr. Hoitianper. I think President Eisenhower, in the statement 
I am about to quote, in which he said, in dedicating a public housing 
development for low-income families in New York: 

In it we expect to see happy families, families who, because of their standard 
of living, are our Nation’s best weapon against communism. More eloquent de- 
fense against that insidious doctrine than the most eloquent tongue of any 
lawyer, preacher, or teacher. A more sure defense than any battleship or any 
plane or any gun or any bomb of whatever kind. This is the kind of thing that 
will preserve this Nation. 

The Cuarrman. That is a true statement providing the persons who 
live in those houses own them. But if they are going to be owned by 
the Government and operated by the Gov ernment, then I don’t think 
it is a true statement. All communism is, is an attack upon the owner- 
ship of property. It is only when Government gets complete 100 
percent control of all the property that you have communism. There- 
fore, you could well have communism and still have a new home for 
everybody in America. 

Senator Ives. You are talking about socialism, too? 

The Cuatrrman. Yes, socialism and communism. 

Mr. Horanper. I believe the President was speaking of a public 
housing development owned by the Government. 
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The CuarrMan. My point is you could have a new home for every- 
body in America built by the Government, because al! socialism and 
communism is, is a form of government where the state owns every- 
thing and everybody works for the state. 

Senator Ives. I think it is a little different, Mr. Chairman. I think 
communism is supposed to be controlled by Soviet Russia. There is 
not much difference in the fundamentals between communism and 
socialism in a great many ways. But I think the interpretation today 
is Russian and Soviet control and domination. 

The Cuatrman. All communism is, is an attack upon the private 
ownership of property. 

Senator Ives. You are talking about the basic terms. 

The Caarrman. Only when the Government gets control of all the 
property can you have communism. Therefore when we get the Gov- 
ernment into too many things, we might automatically some day get 
communism and not realize we are getting it. That is why I have 
always been a great believer that the way to sell democracy or anything 
else is to sell it from its strength, not its weaknesses. 

Iam not criticizing you. It is just a philosophy I have had for many 
years, that the way to sell the American system of government is to 
sell its strength. 

Senator Ives. But, Mr. Chairman, don’t we have to recognize our 
weaknesses before we can correct them ? 

The Cuarrman. Sure we do. 

Senator Ives. Otherwise, we can’t become stronger. 

The Crarrman. But we shouldn’t be spending all our time talking 
about our weaknesses and never talking aon our strength. 

For example, it all came about in this statement that the President’s 
Committee made: 

Our country, which has the highest standard of living in the world, cannot 
permit a substantial number of its citizens to live in filth and squalor and in 
hovels which health laws for the protection of our people would not allow for 
farm animals. 

My point is, that makes good propaganda for the leaders of the 
Communists in Russia. They can take part of that out of context and 
convince the people—— 

Senator Ives. The fact that these conditions exist, to which reference 
is made, would also be good ammunition. 

The Cuatrman. As long as you have human nature you are always 
going to have some of that sort of thing. 

Senator Ives. I agree with you. I think we have to point it up in 
order to correct it. 

The Cratrman. I do too. I think you have to pay attention to it, 
but I don’t think you have to make it the rule, rather than the exception. 

But you go ahead. I am certainly not criticizing you, because you 
didn’t make the statement. 

Mr. Hotianper. Senator, we do net even dream about advocating a 
situation in which the Government would own all of everything or all 
of the housing. There have been some very instructive experiences in 
a couple of the sturdiest democracies, such as Sweden, which, of course, 
have housing problems much less complicated than ours and on a 
much smaller seale. They have managed to work these things out 
through the private ownership of houses by people who live in them, 


acids 





bu 


Ct 
a 
is 
n 
¢ 
v 


+s nm O85 oo 





- 


ive 
ng 


ny 
to 


ur 


not 
in 
for 


she 
nd 


1ce 


Lys 





HOUSING ACT OF 1954 371 


but through the instrumentality of the Government which makes this 
possible. This is the line along which we would like to see the hous- 
ing program in the United States proceed. 

The CHARMAN. You proceed. 

Mr. Hotianper. Thank you. 

It is encouraging to find in the President’s message on housing and 
in the report of the Advisory Committee which the message mainly 
follows, explicit recognition of the Neation’s housing needs and the 
urgency of meeting them. It is particularly encouraging to find a 
committee composed largely of businessmen, builders, and financiers 
confirming what some of us have contended for many years: That 
there is a serious housing problem that demands solution so that 
every American family can Lave a decent place to live. We believe 
that the uniform recognition of this problem reflects the rebellion of 
the American people against slum conditions and their aroused 
demand for the kind of living that this country can provide. This 
recognition is a first and necessary step toward the achievement of 
good housing. 

Unfortunately, the progress of our action has not kept pace with 
the progress in our thinking. 

Since the war we have been building a little over 1 million dwellings 
a year—scarcely enough to provide what most experts agree is needed 
to house new families and replace losses through destruction. The 
National Association of Home Builders have estimated that we need 
to put on the market 2 million new or new-conditioned homes each 
year for the next 10 years. 

The greatest demand is for medium- and low-cost housing, but most 
of the newly built homes are out of reach of medium- and low-income 
families. 

By June 30 of this year, we will have built only 200,000 public 
housing units for low-income families, of the 810,000 units authorized 
by the Housing Act of 1949. 

We have made only a token start toward eradicating our disgrace- 
ful slums, although there are 8 million families living in substandard 
conditions. 

Little progress has been made against the scandalous conditions in 
the housing of minority groups. Yet it is estimated that 70 percent 
of our nonwhite families are living in dwellings that are dilapidated 
or seriously deficient. 

I will not take your time to rehearse the facts of the staggering 
costs—both human and financial—that arise from slum housing. These 
are already well known to you and generally admitted. The question 
is, How are we going to get rid of them? The beginnings we have 
made since the war are pathetically modest, and I am afrau that I 
cannot see in the bill before you very much reason to hope that 
we are going to do a great deal better. 

In saying this, I do not mean to overlook some constructive features 
of the bill. Some people think it might help to make mortgage credit 
more readily available and to maintain fluid primary and secondary 
markets for mortgages. The emphasis in this bill on urban renewal, 
or rehabilitation of housing, and on preventive measures to check the 
spread of slum and blighted areas, will undoubtedly make our com- 
munities pleasanter places to live in. But let no one believe that 
this bill will go very far toward meeting our country’s housing needs. 
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Mr. Chairman, Americans for Democratic Action believes in pri- 
vate enterprise and recognizes its great contribution to our standard 
of living. It seems to us, however, that this bill takes the “enterprise” 
out of “private enterprise” by shifting most of the risks from the 
builders and lenders to the Government. Under this bill, only as 
much housing will be built as will yield a quick and almost risk-free 
profit to the builders. 

The basic defect of the administration’s program is that it assumes 
that the incentives of the market will by themselves stimulate the 
building and rehabilitation of homes our country needs, for the people 
who need them. Experience of the past 30 years shows that these in- 
centives, insofar as they stimulate the production of housing, oper- 
ate mainly in the market for higher-priced homes. 

They actually shy away from the middle- and low-income mar- 
kets. They are concerned primarily with the protection of the price 
and value structure of the housing market. These incentives cannot 
provide housing for families who cannot meet present prices and 
financial terms. 

Representatives of the lending institutions, testifying last week be- 
fore the House Banking and Currency Committee, made it clear that 
they oppose making credit more liberally available because, in their 
view, this would undermine their present mvestment. They are 
afraid of a program that would even continue the present rate of 
building, because it is, as they say, “beyond'that necessary to-satisfy 
a real need for homes or of the available credit.” They are opposed 
to more liberal mortgage credit because, as they say, “it will tend to 
overstimulate building, leading to overproduction of residential prop- 
erties.” 

Mr. Chairman, we thought the purpose of the Government’s housing 
programs was to stimulate the production of homes. These gentle- 
men do not mind if the Government underwrites their risks, but they 
want to be left free otherwise to exploit the consumers of housing. 
They not only want to eat their cake and have it too; they also want 
the etaaih to pay for the cake. 

The real question before this committee and the Congress is: How 
can decent housing be made available to every American, family / 
The Congress should make it unmistakably clear that the Government 
is going to see to it that housing is available, and that if conventional 
channels of the market are not capable, or not willing, to do the job, 
new means and methods will be undertaken. If they cannot be 
coaxed into building and financing housing, the Government should 
use more direct means to do it. And for those families whose small 
incomes place them outside the commercial market on any terms, the 
only answer as far as we can see is public haysing. 

Would this bill help the consumers of housing? For example, what 
would be the effect of the liberalization of mortgage terms? 

The higher loan-value ratios and the longer periods for repayment 
are proposed to bring home ownership within the reach of more fami- 
lies. 

Experience, however, has proven that sellers most often take ad- 
vantage of more liberal credit terms to raise the prices of housing, 
thus diverting the benefit from the buyer to the seller and negating the 
purpose. What safeguards are there in the bill to prewunt this? 
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In testifying before this committee on the Defense Housing Act of 
1951, ADA proposed a provision to require builders to certify their 
actual costs and, where the approved mortgage loan exceeded these 
costs, to apply the excess to the reduction of the mortgage. Such an 
amendment was included in the act as adopted. In that case, it ap- 
plied to housing for rent; we suggest that a similar provision be ap- 
plied in this bill for sales as well as rental housing. 

This would protect both the buyer and the Government. 

We also suggest that you include a provision requiring builders to 
warrant that the dwelling has been built in substantial conformity 
with the plans and specifications as approved by FHA. This safe- 
guard was included in the bill pasesd last year by the House but was 
eliminated in the conference committee. What objection is there to 
limiting the builder’s guaranty to 100 percent of his cost, and requir- 
ing him to warrant that he has built the dwelling as he specified 
he would ? 

With adequate safeguards against price increases which are unwar- 
ranted and which you do not intend, we believe that this bill could 
make possible the building of some houses at somewhat lower prices 
than heretofore. While we do not think that by this bill housing can 
be brought within the reach of low-income families, we do think it 
might stimulate building of more homes that could be brought within 
the reach of families in the upper half of the income scale. 

Mr. Chairman, I should like to discuss briefly three principal 
points raised in the President’s housing message, relating to this bill. 
They are separate subjects, though they are related to each other. 
First, the question of slum clearance; second, the question of housing 
low-income families; third, the housing of minority groups. 

We believe that slum clearance and urban renewal are goals in 
themselves. The case against the slums has been made; it remains 
to get rid of them. The Subcommittee on Urban Redevelopment esti- 
mated that if we were to spend on slum clearance 5 times what we are 
now spending it would take 50 years to clear the present substandard 
dwellings from our cities. At the present rate—it would take 200 
a The subcommittee estimated that $1.5 billion a year would 

required to do the job in 10 years—if at the same time we take steps 
to prevent the spread of new slums. 

Ban we honestly say that we cannot afford $1.5 billion a year to rid 
ourselves of the costs and the misery of slums, in a country with a 
national product of nearly $400 billion a year? Less than one-half of 


1 percent. 

What is impossible about that? It is less than the price of keeping 
the slums to breed delinquency, crime, and disease. It is estimated that 
although slum and blighted areas comprise about 20 percent of metro- 
politan residential area, they account for 45 percent of major crimes, 
55 percent of juvenile delinquency, 60 percent of tuberculosis, 50 per- 
cent of arrests, 35 percent of fires, 45 percent of city service costs— 
and only 6 percent of real estate tax revenue. If we want to do away 
with them, it will take a bold program. The cautious, cumbersome 
approaches we have adopted will never do it. 

But slum clearance and urban renewal, though they are necessary 
to save our cities and protect our people, de not solve the housing 
problem. On the contrary, in the short run they aggravate it, by 
displacing families from substandard homes. 
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Even rehabilitation of dwellings, though it improves the quality of 
housing, invariably results in increased rents—often beyond the means 
of the original occupants. The plain fact is that peop e live in slums 
because they cannot find good housing at prices they can pay. 

There cannot be large-scale slum clearance, nor effective enforce- 
ment of housing codes, until there is enough housing of suitable ’stand- 
ards for the families who would be displaced. 

This week’s newspapers offer dramatic and living examples under 
our eyes here in Washington. On the one hand, we have an example 
of the horrifying condition and consequences of the slums which we 
have permitted to develop in the heart of Washington, as revealed 
in the Washington Post. Next to this, we have the story of the pain- 
fully slow efforts to depopulate one of the worst of Washington’s slum 
blocks, as replacement housing can be found, one by one, for the fam- 
ilies who unwillingly and unhappily lived there. Place these two 
stories side by side, and try to imagine how long it would take to 
clean out the Washington slums if we have to go househunting family 
by family as we do now. 

Then look at the story on the redevelopment in southwest Washing- 
ton. The slums are going to be cleared, we are told, and replaced by 
a $5 million combined “residential-tourist-commercial center”. with 
a convention hall, symphony hall, office buildings, garden apartments, 
a concession area, redeveloped waterfront, outdoor restaurants, play- 
grounds, and a plaza. Everything in fact, but a place to house the 
Pepe who now live there, at prices they can afford 

The problem of housing in the United States is very largely the 
problem of finding suitable housing for low-income families and 
minorities. When we consider that about half of our 27 million city 
families have annual incomes of less than $4,000, one-fifth of them— 
about 514 million—less than $2,500, you can recognize the size of the 
low-cost, low-income housing needs. 

Incomes under $2,500 a year mean that families cannot afford more 
than $40 a month for housing—and what kind of housing can be had 
for $40 or less on the market in our cities today? Even on the most 
liberal credit terms this will buy less than $5,000 of house—hardly 
half the cost of the lower priced housing now being built. 

I am sure this story is familiar to you by now "The rehousing of 
the families in the bottom quarter of the income scale waits on the 
depreciation of existing housing to a price they can afford. This is a 
slow process; by the time it happens, much of the housing is hardly 
worth having. We see nothing in this bill that would lead us to, be- 
lieve that it will bring good housing—new or used—within the means 
of low-income families. 

I would like to make a few brief comments on the so-called $7,000 
house—section 221 of title I: (1) Housing at this price cannot be 
built in the larger metropolitan areas where the housing need is the 
greatest; (2) it cannot be built to provide homes for larger families 
with children ; (3) if built, the payments will be $63 a month or mor 
which would bring them within the range of families with incomes o 
$3,600 or more. 

Presumably, if the house were to have more than 1 or 2 bedrooms, 
its cost and the monthy payments would be even greater—perhaps 
$70 or $80, far beyond the capacity of families now living in slums. 
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Clearly, this cannot be conceived as the answer to the need for low- 
cost housing for families displaced by slum clearance. 

The Cuarman. Will you yield there just a moment. Don’t you 
think this bill is the most liberal ever introduced covering low-income 
families? 

Mr. Hotianver. No, Senator; I can’t say that I do. 

The Cuarrman. It is the first bill ever introduced that calls for 
practically no downpayment, and up to 40 percent. 

Mr. Hotianver. But, Senator, even at today’s building costs and on 
today’s housing market, with no downpayment and up to 40 years to 
pay, with the prices of houses what they are, and with interest rates 
what they are, most of this new housing is outside of their reach. 

The CuarrMaNn. Are you recommending we go to 50 years or 60 
years ¢ 

Mr, HoxuaNnper. No, sir; I think we have to adopt some more basic 
and different approaches which will cut through some of the difficul- 
ties of high cost 

The Cuamman. The point is, you say this will not get housing. | 
was under the impression this was the most liberal housing bill ever 
introduced. 

Mr. Hottanover. I said it would not get housing in quantities needed 
and at prices for low-income families. It will get some housing, but 
it will not be low-income housing. 

Senator Ives. It won’t get the necessary housing ? 

Mr. Hotxanver. That is right. 

The CHamman. If you can’t get it with no downpayment and 40 
years, how are you going to do it? 

Mr. Houianper. Low interest rates and—— 

The Cuarrman, To build houses more cheaply and reduce interest 
rates, 

Senator Ives. That isn’t the sole answer. 

The Cratrman. I don’t think there is a sole answer. 

Senator Ives. There is an answer that is more complete. I haven’t 
read all of your statement. Maybe you will cover it. But you have 
a percentage of the population that can’t possibly afford to pay any- 
thing in the way of going operation of a house——— 

Mr. Hotxanver. There you have to have subsidized housing, sir. 

Senator Ives. The only way you can do it is through public housing. 
Their incomes just aren’t sufficient? 

Mr. Horianpver. To acquire housing on market conditions? 

Senator Ives. That is what I mean. 

Mr. Hotxianper. Yes, sir. 

The CHatrMan. We have a law at the moment authorizing up to 
$800,000 for public housing. There is a question of whether or not 
the Appropriations Committee voided that law or not. I am rather 
inclined to think they did. 

But the reason this bill doesn’t cover public housing is because we 
thought it was already covered, all you had to do was get appropria- 
tions from the Appropriations Committee. Outside of that you can’t 
tell me this isn’t the most liberal housing bill ever introduced in the 
United States Congress, can you! 
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Mr. Hotzxanver. Liberal in terms of the credit terms, Senator. But 
I would like to say again that I think, apart from the question of 
publie housing, as Senator Ives says, the qeustion of self-supporting 
middle income housing will have to wait on some new means which 
think we mostly haven't tried in this country. 

The Cuatrman. You see the bill calls for longer terms, shorter 
downpayments and in some instances no downpayments, up to 40 
years. It calls for insuring old houses at the same rate as new ones. 
It calls for rehabilitating the old houses. It increases the unit. price 
per room, on rental housing. 

I thought it was the most liberal thing ever introduced. Of course, 
it hasn’t been passed yet in the law, but I am talking about the bill 
itself. I thought it was very, very liberal. But you don’t think even 
with all its liberalities it will get the job done? 

Mr. Hoixianper,. No, sir. 

The Cuarrman. And the reason is you think interest rates will be 
too high and the cost of building houses will be too high; is that it? 

Mr. Hotianper. And, thirdly, because, as Senator Ives says—I am 
not now challenging your question of whether public housing should 
be covered in this bill or otherwise—but the President’s recommenda- 
tion is only for 35,000 houses. 

The Cuarrman. You think there ought to be many more even than 
that? 

Mr. Hoxianper. I can only say about a fourth of what has been 
authorized in the 1949 act has been undertaken. 

The Cuarrman. Let me say this: If you are going to have public 
housing, you ought to have, I would think, sufficient to do the job, or 
you oughtn’t to have it at all, one thing or the other. 

Mr. Hotuanver. I agree, sir. 

The CHarrman. I am not making an argument for or against it. 
I will say this, that it doesn’t make sense to me that if you are going to 
have it you are going to limit it to so few or so many that it doesn’t 
mean much. I think there are many people that will make an argu- 
ment that we ought to have no public housing, and there are others 
that will make an argument that we ought to have public housing. 

It seems to me if you are going to have public housing, you ought 
to pretty well supply the demand, or otherwise have none. 

nator Ives. Mi. Chairman, I think it is perfectly clear from 
evidence already presented at these hearings, that unless you have a 
certain percentage of public housing or a certain amount of public 
housing you will never be able to clear the slum areas. They may not 
be where they are now, but they will be somewhere else. 

The CuarrMan. I think that is correct. I have been advocating, 
of course, in lieu of public housing—it will not work in a big city like 
New York City, but in most cities I think it would—that we build 
individual units and sell them to people on some plan where they 
could have some ownership. On very, very long terms, on the basis 
that their monthly payments would be about the same as they are now 
paying for rents in these lower income groups of public housing, in 
order to get a pride of ownership, and get them out in the country. 

That, of course, will not work in New York City and some of the 
big cities, because there just isn’t enough ground. If you put them 
too far out, in Long Island or over in New Jersey, they just couldn’t 
get to their jobs. It would take them too long each day, and it would 


aa toe 


—Aahe ~~ ~ 


t. 








but 
of 


ng 
a I 
ter 
40 


eS. 
‘ice 


pill 


yen 


be 
it? 
am 


uld 
da- 


han 


een 


blic 


, O1 


. at. 
x to 
sn’t 
gu- 


1ers 
ght 


rom 
re a 
blic 


not 


ing, 
like 
uild 
they 
YASIS 
now 
r, in 
try. 
the 
hem 
dn’t 


ould 





HOUSING ACT OF 1954 377 


be expensive. But in Indianapolis, and possibly Detroit and Cleve- 
land, in small towns of 100,000 or less, or 250,000, I think that is the 
way to do it, 

Mr. Hoxu.anver. Senator, if I am not mistaken, in Connecticut 
some years back they undertook a State housing program in which 
the State, along the tines of what you are talking about, made loans 
directly to individuals who wanted to build homes and used his credit 
to bring the interest rate way, way down—something like 2 percent 
or so—and help the individuals Sunil and own their own homes, 
which did bring the monthly costs, as you say, way down. 

The Cuarmman. You won't admit then that this is the most liberal 
housing bill introduced ¢ 

Mr. Houianper. It is certainly less liberal than the Connecticut 
housing program. Senator, if you are talking about liberal mort- 
gage terms, | am sure itis. I think we are in the problem of semantics 
here. 

The Cuarrman. What do you mean? 

Mr. Hoivanper. Liberal terms of acquisition—the low downpay- 
ment and period of repayment. I would certainly agree with you on 
that. 

The Cuarrman. Isn’t that what you are trying to finally accom- 
plish. What we were trying to accomplish was to get more people, 
to make it possible for more people to own homes. 

Mr. Hotianpver. I was making the point that with today’s building 
costs and today’s interest rates, the most liberal credit terms that you 
can put into a bill are not sufficient to bring the costs of housing, 
good housing—not necessarily new housing—down to the level of a 
very large segment of the population. That is the group which must 
be rehoused before the slums can be cleared, as Senator Ives said. 

Senator Ives. Mr. Chairman, I think Mr. Hollander thinks the bill 
is amiably liberal as far as it goes, but it isn’t liberal enough. 

The Crairman, That is a good point, and I am glad to get your 
viewpoint. Now, wherein doesn’t it go far enough ¢ 

Let’s get that right now in black and white here as briefly as we can. 

Mr. Houtanver. The briefest way to do it is to go on with my 
statement. 

The Cuairman. We, of course, admit there is nothing in the bill 
about public housing. We do have an amendment before us for pub- 
lic housing. Frankly, the only reason it wasn’t in there was because 
of the $800,000 bill in 1949. 

Mr. Howianvrr. It is largely now a matter of appropriations, 
isn’t it? 

The Cuairman. We have no jurisdiction over the Appropriations 
Committee. This committee in 1949 authorized $800,000. 

Senator Ives. You can’t blame this committee. 

Mr. Hotianver. No, sir, I wasn’t. 

The Cuatrman. No; he didn’t at any time, even before you came in. 

But I want you to tell us now the things that you think we can do 
that will get us more houses. 

Pr in your own way. 

Mr. Hoxianper. I think this discussion, Mr. Chairman, has covered 
this next paragraph. To save your time, I will go to the top of page 7. 

The conclusion is inescapable that the bill before you, in spite of 
some constructive features in it, seems not even designed to remedy 
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the serious housing situation recognized on all sides. ADA believes 
that no bill will do this that does not recognize the limitations of the 
market incentives—however they may be sharpened by reducing the 
risks—and that does not undertake to use the resources of the Federal 
Government boldly and generously to supplement the efforts of com- 
munities and builders in bringing good hemins within the reach of 
all our families. Such a program would include: 

i. Direct use of the Government’s credit for long-term, low-interest 
loans to individuals. 

2. More generous Federal grants to cities to speed up slum clearance 
and urban renewal. 

8. Technical and financial assistance to housing cooperatives for 
middle-income families. 

4, Low-rent public housing for low-income families on a much 
larger scale and with fewer restrictions than heretofore. 

5. Vigorous search for methods to reduce costs of land and building 
and for assuring good quality. 

All of this seems to us to be lacking in the present bill. 

The difficult situation of minority groups needs special attention. 
The President in his eight-point message to Congress spoke out 
frankly and honestly in acknowledging— 
that many members of minority groups, regardless of their income or their eco- 
nomic status, have had the least opportunity of all of our citizens to acquire good 
homes. 

The President went on to say that far too little has been done to 
meet this minority housing problem, and that his administration 
would see to it that equal opportunity for adequate housing would 
be made available to minority groups. There is nothing in this ad- 
ministration bill that would help solve the particular problem of 
minority housing. ADA agrees with the President that something 
should be done about it. 

One of the principal problems in minority housing has been the 
unwillingness of private lending institutions to make home loans to 
members of minority groups on the same basis as to other prospective 
home owners. As the Housing and Home Finance Administrator 
said last month, if the member of a minority group— 
wants to get out of a slum, his best hope usually has been to pay a premium 
price for a house in bad condition in a deteriorating neighborhood. If he finds 
a house he can buy, he must pay more than the normal price for it—simply be- 
cause he isn’t free to compete on the market. If he is able and willing to pay 
the price, he has difficulty getting financing on reasonable or even equal terms. 
In a recent survey by the National Association of Home Builders 40 

reent of local builders’ associations reported lack of mortgage 

nancing as a principal reason for the low rate of building for minor- 
ity groups. 

Yet the reseen Housing nee Se see pm to insure loans 
on properties where covenants barring occupanc Negroes, Jew: 
an cprenbale are included. We suggest that the Sonate as a part of 
the pending legislation, create within the Housing and Home Finance 
Agency authority to assist members of minority groups to secure pri- 
vate financing for the purchase and rehabilitation of homes and, 
where such private financing is not forthcoming because of the race or 
religion of the individual applicant, direct Federal loans should be 
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made available. Such a program, if enacted, would stand or fall Sa 
the will of the administration to c it out. The responsibility 
would be clearly in the hands of the HHFA. 

As a further housing aid to the members of minority groups, anti- 
discrimination provisions should be written wherever relevant in the 
pending legislation. If the Government guarantees private capital 
against risks, or provides funds for slum clearance or urban redevelop- 
ment, or public housing, the people have the right to insist that such 
guaranties be made on the merits of each application, without regard 
to the minority status of individuals. 

Finally, Mr. Chairman, ADA believes we should lift up our eyes to 
the future, to the America of the 1960’s and 1970’s. The children who 
are now growing up in slums will not thank us if we persist in timid 
approaches which will leave them burdened with these same problems, 
aggravated by time and inaction. This country has the resources to 
house its people as they should be housed. We cannot confess our- 
solves incapable of using them to accomplish this important purpose. 
The resourcefulness and enterprise which have brought our people the 
highest standard of living ever known can also bring them good 
housing. 

The Cuarrman. Well, I wrote a letter yesterday to Mr. Albert M. 
Cole, about this minority housing business, which T would like to have 
placed in the record, and I think maybe I will ask the clerk to read it. 

Mr. McMorray. This is dated March 15. 


This morning Mr. Elmer W. Henderson, Director of the American Council 
on Human Rights testified on the housing bill now pending before our committee. 
While generally supporting the provisions of the bill and being laudatory of your 
efforts and others in the administration to provide more housing for the minority 
groups in our country, he felt that the bill did not make adequate provisions for 
a sufficient number of houses for the minority groups. He recommended an 
amendment to the bill that would provide “Mortgage commitments under all FHA 
titles are to be issued to all segments of the population on the basis of their 
share of the effective housing demand.” I would like to have your views on the 
advisability of incorporating this language in the bill. 

I would also like to have an explanation from you explaining in some detail 
how this bill will provide an adequate amount of housing for minority groups. 
In this connection I would like the FHA Commissioner to indicate concretely 
how he would administer the various sections of the act sc as to assure the 
minority groups a fair share of FHA insured housing. Since I have stated 
that I would not support this legislation until I was satisfied that the bill 
provides an adequate amount of housing for our Negro and minority citizens, 
and since the efforts of the Congress to encourage a larger share of housing for 
the minority groups has met with little success, thus far, I would appreciate 
any further amendments which you may think necessary to assure this result. 

Sincerely yours, 
Homer E. CAPeHart, Chairman, 
See p. 291 for reply. ) 
he CuarrMan. Go back to page 7 please. 

Explain to me what you mean by this: 

Direct use of the Government’s credit for long-term, low interest loans to 
individuals. 

Mr. Hoixianpver. Senator, I have to plead first that I am not a 
housing Apert but I know what I mean by this, and I can tell you: 
The direct loans by the Government to homeowners or to prospective 
homeowners to enable them to acquire housing with lower interest 
costs than those which can be provided by the commercial market. 
It seems to me that is one of the things that makes the monthly pay- 
ment comparatively high. 
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The Cuairman. In other words, what you are trying to do in this 
instance is to get the monthly payment down; 1s that it? 

Mr. Hotianper. Yes, in this particular case. 

The Cuairman. You think one of the ways of doing that would be 
to get the Federal Government to subsidize that particular purchaser 
on interest rates. Let’s say, for example, the interest rate is 41 
percent. In cases such as this you would give them an interest. rate 
of 2 percent, the Federal Government absorbing as a subsidy the 
difference between 2 and 414 percent. Is that it? 

Mr. Houianver. I do not know if I agree with you when you say 
“subsidy.” It wouldn’t have to be a subsidy. The Government 
borrows money at far less than the ordinary homeowner does. 

The Cuatrman. All right, I will withdraw the subsidy pet 

Mr. Ho.zuanver. In other words, it would be using the Govern- 
ment’s credit to make the Government’s low interest rate, or something 
close to it, available to individuals. It seems to us—— 

The CHarmman. Are you recommending here, then, that the 
Government buy these mortgages direct, or loan the money directly ? 

Mr. Houuanper. Yes, sir. 

The Cuarrman. Out of the Federal Treasury at, say, 214 percent 
or the same percentage they pay on Federal bonds. 

Mr. Hotxianper. I assume that the necessary machinery and pro- 
cedures would have to be set up for that. I am not an expert on this, 
but I just want to make the point that since the Government is now 
assuming by far the greatest part of the risk in mortgage credit, it 
seems anomalous that the individual homeowner has to pay what is 
more naturally a commercial going rate which is based upon ordinary 
commercial risks, if the Government is going to assume the risk in 
any case, and take the chance of owning the property. After all, 
FHA owns a great many properties on which it has had to foreclose, 
where the builder or the buyer has not paid. It seems to me that the 
people who need the housing are not getting the full benefit of the 
Government’s assuming this risk when they pay 41% or 5 percent, 
when they could be borrowing more naturally at the Government’s 
own interest rate. 

Senator Ives. Do you think for 1 minute if the Government loaned 
money directly, at the going rate which is paid on Government bonds, 
that that would reduce the overhead charge to the owner, to a sufficient 
amount to permit the very low-income groups to own houses ? 

Mr. Hotianver. Not the very low-income groups, Senator. This 
would bring it down to the middle third, on much more favorable 
terms. 

I must say, sir 

The CuarrMan. How can the Government charge 1 group of people 
1 interest rate and another group another? 

In other words, they certainly would have to give every veteran as 
good an interest rate as they did anyone else. 

I am just trying to figure out how it could be done in a practical 
way. 

Mr. Horianvrr. I think, if I am not mistaken—perhaps Mr. Mc- 
Murray knows more of the details—but I think the State of Connecti- 
cut has done something like this. I know there is some experience 
like this. 
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The Cuairman. Let’s invite someone from the State of Connecti- 
cut, someone up there that knows something about it, to come down 
here and testify. Or maybe you can help us on it by finding out who 
the man is who knows what the story is. 

Mr. Hotianver. Yes; if I am not mistaken. If I am I will let you 
know. 

The Cuaimman. It seems to me everybody has been struggling for 
years to find some way to do this thing and yet no one has come up 
with an answer. We have endeavored to do it in this legislation, 
which I again say is the most liberal ever introduced. 

Senator Ives. You are not advocating a variation in interest rates, 
are you? 

Mr. Hotuanper. A variation from what, sir? 

Senator Ives. In interest rates. So that 1 individual buying a 
home has to pay 1 rate, and another group another rate. You would 
have to have it uniform, wouldn’t you ? 

Mr. Hortanver. Would it not be practical perhaps to set up certain 
criteria under which people ona qualify for direct Government 
loans ¢ 

Senator Ives. That seems to me scarcely fair for the fellow who has 
to go out and pay a higher rate. 

Mr. Hoi.aNnper. Isn't it fair, Senator, in the same way that we 
recognize that some people, in order to get good housing, have to 
occupy housing, as you say, that is actually subsidized by Govern- 
ment ¢ 

Senator Ives. We recognize that that type of housing is one thing, 
and in that type of housing those people must live who cannot possibly 
afford to finance anything themselves. 

I mean that is where your public housing enters the field. 

But, 1 would like to consider that very seriously, this variation in 
interest rates that you seem to be advocating. We had a variation on 
VA loans. But that is to a particular group known as veterans. | 
don’t think you can carry that all the way through the economy. 

The CuarrMan. The trouble with all these things is that the fellow 
in America, the fellow today who is in the slums, let’s say, and doesn’t 
have any money, doesn’t have any income and needs help from some 
source tomorrow or a year from now, he is up on both legs and he is 
going, you see, and a lot of people today that are up and going and 
have bought a loan and at the same time they bought it they could 
pay $100 a month or $80 a month or $60, something happens to them 
and today they have lost their income, and they are down and they 
can’t move. They lose it, you see. 

You have this shifting in America from slums up here, back down 
again. You have it all the time. 

Of course, I came up from a hired farmhand, where I am today. 
Now, something may happen to me that I will have to go back again. 
T don’t know. 

Senator Ives. You would have to have a regular housing czar, Mr. 
Chairman, to police things of that type, I am afraid. 

The Cramman. Yes. People move from low incomes to high in- 
comes and back again. People are moving from one strata of income 
in society and position in America to another. You see, that is what 
makes America so interesting. 
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But, we will get.this Connecticut program and see what they did. 
We tried in this bill, made an effort in this bill, and we have been 
talking about it, in my letter to Mr. Cole, as we have just read here— 
we are trying to find out just what we are going todo now. We have 
been talking so much about it. The President has talked about it, 
the President’s Commission has talked about it, and everybody else 
has talked about it. You have talked about it. Let’s see what this 
practical plan is of doing that which we have been talking about all 
the time. I am very, very much interested, because my objection to 
the Federal Government being in all this housing is that they have 
been helping those too much who didn’t need help and not giving 
enough to eens who did need help. So far I haven’t found a prac- 
tical way of doing it, but we are looking for it. We would love to have 
you, if you can, find the answer, a practical answer. We all talk about 
it, just like we talk about the weather, but nobody seems to do any- 
thing about it. 

Senator Ives. Are you acquainted with the New York housing 
situation ? 

Mr. Hotianper. Not in detail, sir. 

Senator Ives. I think you will find there are variables in New York 
State which we haven’t introduced in the Federal program. 

Mr. Hotzianver. Variable what, sir? 

Senator Ives. As to the low income and middle income groups. 

The Cuarrman. Thank you for your testimony, we appreciate it. 

(The following was later received for the record :) 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington 6, D. C., March 17, 1954. 
Hon, Homer B. CAPEHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 


Dear Senator CAPEHART: May I thank you for the courteous and attentive 
treatment accorded me when I testified this morning on the pending bousing bill. 
I enjoyed very much the opportunity of appearing before you. 

Since you and Senator Ives seem to be interested in my reference to the Con- 
necticut plan for low-interest loans made by the State to home buyers, I have 
checked on the reports and find that a substantial volume (close to $60 million) 
were made by the housing division of the Connecticut Department of Public 
Works from 1946 through 1952. I believe the interest rate was 144 percent which 
was slightly higher than the interest rate paid by the State in borrowing the 
money to finance the program. I believe the mortgages themselves were insured 
by the FHA. 

There is extensive literature on the subject—more than I could reasonably 
suggest putting into the record of the hearings. But it is available to you from 
the State of Connecticut. 

With respect to the question raised by you and Senator Ives as to eligibility 
for these low-interest loans, my information is that eligibility has been deter- 
mined on an income basis with reference to size of family, somewhat the same 
as eligibility for public housing. However, an alternative basis of eligibility 
might be based on the cost of the dwelling. 

Thank you again for the courtesy extended me this morning. Would you be 
kind enough to make this letter a part of the record of the hearings? 

Very truly yours, 


Epwarp D. HOLLANDER, 
National Director. 
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{Copied from Housing Programs of the State of Connecticut—A Review, 1946-52) 
Section III—HoMEowWNERSHIP PROGRAM 


A. PROGRESS TO DATE 








The progress of the homeownership program is summarized below according 
to the number of homes actually built and occupied and the number and amount 
i of mortgage loans and commitments made to individuals. A total of 5,787 homes 
were built and occupied by December 31, 1952, out of the 6,070 which will be built 
under this program. The amount of mortgage loans and commitments was 
$59,800,000 as of December 31, 1952. The totals in the table are listed cumula- 
tively by year. 


Mortgage loans and 














Homes commitments made 
Calendar year —— to individuals 
| (number) 
Number Amount 
ee. Mocceeeeeeeeeeeceeeeee-] 209} 8,708 | $85, 681, 445 
1951 ase hs Se5. hi oct auk Se ce  anclaadiietle | 5, 100 5,318 | 52,079, 150 
5, 787 6,070 | 59, 800, 000 
| 


B. GENERAL BACKGROUND 


The Connecticut homeownership program is a plan unique and individualistic 
among the States as near as can be determined. It was designed to help a large 
number of moderate-income families to build or buy new moderate-cost houses 
at a time when there was a pronounced shortage of available housing. The 
program was set up to supplement private construction. 

The general assembly authorized $30 million for the program in 1949 and 
increased it to a total of $60 million in 1950. The State program was arranged 
for low- and moderate-income families who could qualify for a State mortgage 
under the prescribed requirements. The key point in the program is the 1% 
percent interest rate at which the mortgage money was loaned to moderate- 
income families who could qualify for the State mortgage loans. The mortgages 
had to be either insured by the Federal Housing Administration or guaranteed 
by the Veterans’ Administration. 

The program has been geared to take advantage of private-construction facili- 
ties and banking experience. Instead of establishing a separate agency to process 
the loans from the State, private banks and lending institutions have been 
utilized. Private builders constructed the houses and only newly constructed 
houses could be financed under the program. Buyers of the houses were con- 
fined to resident citizens of the State of Connecticut, with preference to veterans 
of World War II. 

In addition to the permanent-mortgage loans to individuals made at 1% 
percent interest, the State also made temporary-construction loans at 344 percent 
interest and made insured-market agreements with builders at $50 a house. 
These provisions are explained in more detail in part C. 

The statutory deadline for making loans and commitments under the program 
was January 1, 1953. With the lending phase nearly complete, the program 
now enters the collection stage. It will be the responsibility of the State to 
see that its investment is protected until all the moneys loaned have been repaid 
in full. 


C. OPERATIONAL PROCEDURES AND IMPORTANT FACTS ABOUT THE PROGRAM 


1. The purpose of the program 

The purpose was to facilitate the construction of moderate cost housing to 
be purchased by veterans of World War II and other citizens of the State who 
were in need of housing and were in the moderate-income category. 


2. The function of the State in this program 

The State through the public works commissioner makes and enforces reason- 
able regulations to administer the program in conformance with the housing 
statutes as passed by the legislature. The State among other thing determined 
the regulations under which mortgages might be granted, the terms and condi- 





384 HOUSING ACT OF 1954 


tions of such mortgages, and the credit requirements of mortgage borrowers. 
Now that the money has been loaned and committed, the State’s principal eén- 
cern will be to see that regular mortgage payments are made until all the loans 
have been repaid. As of December 31, 1952, a total of $3,056,352 in principal 
amortization has been repaid to the State. 


3. Method of financing the program 
The $60 million for State mortgage loans is borrowed by the State in short-term 
notes sold through competitive public bidding and placed in the housing mortgage 
fund. This money is then made available for mortgage and construction loans. 
None of the general funds of the State have been used up to the present time. 
The effective rate of interest on borrowings to date has ranged from 0.79 per- 


cent in January 1950 to 1.25 percent in July 1951 with the average 1.05 percent. 


4. How the administrative expenses of the program are paid 

The homeownership program has been entirely self-supporting to date. The 
interest paid by the home buyers and other service fees have been enough to pay 
all expenses. In fact, as of December 31, 1952, there was an operating surplus 
of $49,519. Although no moneys have been taken from the general funds of the 
State as yet for administrative expenses, the present favorable financial situa- 
tion is dependent on interest rates. 


5. Full local real-estate taxes are paid 


Full local real-estate taxes are paid to the municipality where the houses are 
located. It is estimated that over $1 million is paid annually in such taxes. 


6. The amount loaned under the $60 million authorization 


A total of $59,800,000 has been loaned or committed to eligible buyers. The 
sum of $200,000 has been set aside as an operating expense reserve. 


~ 


?. The difference between a mortgage loan and a commitment 


A mortgage loan is a loan approved and disbursed while a commitment is a 
loan approved but not yet fully disbursed. As of December 31, 1952, the records 
show that out of the total of 6,070 mortgage loans and commitments, 5,853 were 
mortgage loans and 217 commitments. 

8 The requirements necessary to qualify for a certificate of eligibility 

The head of any family of moderate income could be certified as an eligible 
buyer by the State provided that: (@) He was a citizen of the United States, 
and a resident citizen in Connecticut; (0) his prospective and continuing year 
together with the prospective and continuing yearly incomes of the members of 
his family was less than $3,000 plus $600 for each dependent member of his 
family with his available net cash worth less than $3,500. (The figures were 
$2,500, $600, and $3,000, respectively, up to July 17, 1951, when the limits were 
raised due to a change in Federal credit regulations.) (¢c) His family was not 
properly housed; and (d) he was in need of assistance to enable him to acquire 
a decent, safe, and sanitary dwelling suitable for long-term oceupancy by his 
family. 

9. The choices open to the certified buyer 

(@) He might buy a lot, obtain plans, and hire his own builder to build the 
house. 

(b) He might shop for a suitable house among new houses being constructed 
by private builders. 

(c) He might select a home offered by operative builders under contract with 
the State. 


10. Loan correspondents 


The program is operated by the State with the assistance of 21 loan cor- 
respondents which carry out the details under instructions and supervision of the 
State. These agents are State savings banks, Federal savings and loan associa- 
tions, national banks, and other established local mortgage-servicing agencies. 
Their compensation is one-half of 1 percent of the average principal balance on 
permanent loan accounts. 


11. The function of a loan correspondent 


After receiving his certificate of eligibility, the prospective buyer conferred 
with his local State loan correspondent, who might help the applicant with 
forms for the State FHA and VA, and follow through until the mortgage loan 





rs. 
m- 
ns 
yal 


rm 
ge 
as. 


ey. 
nt. 


he 
ay 
us 
he 
lf - 


re 


he 


: ds 


Te 


le 
es, 
ar 
of 
iis 
re 
‘re 
ot 
ire 
1is 


he 


r- 
he 
ia- 
eS. 
on 


ith 
an 


PM enn ont bs 


i 
i 
5 
1 
| 





HOUSING ACT OF 1954 385 


was closed and thereafter receive the monthly payments for interest, principal 
amortization, taxes, and insurance premiums. 


12. Types of mortgage loans made 


(a) First permanent mortgage loans insured by the FHA. 

(b) First and second permanent mortgage loans guaranteed by the VA. 

(c) First mortgage construction loans to eligible certificate holders desiring 
to build their own homes, either insured by FHA or VA. 

(d) First mortgage construction loans to operative builders. 


13. Veterans received preference 


According to the housing statutes first choice of eligibility shall be to families 
of low and moderate income and among such families preference shall be given 
to veterans of World War II. The latest survey showed that approximately 
80 percent of all the loans have been made to veterans. 


14. The interest rate charged 


The interest rate charged by the State is 1144 percent on the State’s permanent 
mortgages and 3% percent on construction mortgages. 


15. Eligible certificate holders had to pass FHA and VA credit requirements 


Eligible certificate holders as designated by the State received the permanent 
mortgages at 144 percent interest provided they passed FHA or VA credit require- 
ments. They were free to purchase houses built by any private builder or by a 
builder who had a State construction loan or to hire a builder to construct the 
house on their own lot so long as the home met FHA or VA minimum property 
requirements. 


16. Minimum property requirements 
The buildings on the mortgaged property had to conform to minimum property 
requirements established by the Federal Housing Commissioner or, in the case of 


a first-mortgage loan guaranteed by the Administrator of Veterans’ Affairs, to 
such property requirements as were established by this Administrator. 


17. The State’s construction loans 


Construction loans were made to eligible individuals and to approved builders 
at an interest rate of 34% percent. Builders who took State construction loans 
were required to offer their houses for sale only to eligible buyers for a period of 
60 days after completion. 

It has been the policy of the State to make construction loans available to 
builders primarily in localities and under circumstances where private financial 
accommodations were not available. The purpose was to encourage builders to 
find construction money through private sources whenever possible. On operative 
builders’ loans the State made an initial service charge of 1 percent of the 
principal amount of the construction loan. This fee, paid by the builder to the 
correspondent, was divided equally between the State and the correspondent. 
18. Inspection procedures enforced 

By regulation and by contract operative builders constructing homes under 
the State program were required to have the completed homes approved before 


the passing of title by qualified field inspectors of the FHA and State Housing 
Division. 


19. The insured market agreement 


The State recognized the necessity of building a large number of moderate 
priced houses where there was evidence of considerable need. Therefore, it was 
felt advisable for the State to offer the builders insured market agreements. 
For a fee of $50 per house insured, a builder could insure the sale of any or all 
of the projected houses in his development. 

Under this agreement, the builder agreed to hold all houses insured for sale 
only to certified families of moderate income for a period of 60 days after com- 
pletion. He further agreed to make a diligent effort to sell the houses to any 
prospective buyer either eligible or ineligible for State loans for an additional 
period of 30 days. 

Then, 90 days after completion, the builder might offer the house for sale to 
the State at a price equal to 90 percent of the amount of the estimate of value 
established by the FHA or $9,000, whichever was less. 

Any qualified builder could apply for such an agreement with the State. There 
was no relationship between the insured market agreement and the State con- 
struction loans. 
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Under the insured market agreement, the State received $26,300 in premiums 
covering the construction of 526 homes. Since all insured homes were readily 
sold to certificate holders, the State consequently suffered no losses under. this 
operation. 

20. Facts about the program 

(a) The number of towns which participated in the program: Houses financed 
with State loans were built in 116 separate towns out of the total of 169 towns 
in Connecticut. 

(b) The average mortgage loan and average cost per house: The average 
amount of the 5,853 mortgage loans closed as of December 31, 1952, was $9,820. 
The average cost per house over the whole program has been $10,700. 

(ec) The average type of family which received certificates of eligibility : The 
average head of the household was a veteran of World War II, with two children 
and inadequately housed at the time of application. 

(d) The type of home required by most certificate holders: 60 percent re- 
quired the 5-room ranch-type style home and 40 percent desired 4 rooms with 
second-floor expansion area. 

The Cuarmman. The next witness is Mr. Levitt, who is, I believe, 
the largest builder in the United States. If I have overstated it, Mr. 
Levitt, you can correct me. 

Mr. Levrrr. It sounds good, Mr. Chairman, and I appreciate it. 

The Cratrman. Do you have a prepared statement? 

Mr. Levirr. No, I don’t have a prepared statement. 

The Cuatrman. You may proceed in your own way. 


STATEMENT OF WILLIAM J. LEVITT, NEW YORK, N. Y. 


Mr. Levirr. I would like to take a leaf out of the American Legion’s 
statement. They say this: “While we are not concerned with those 
provisions not affecting veterans.” I came here for exactly the oppo- 
site. I ama veteran, and I am also a member of the Legion, but I came 
here to talk strictly about the housing problem as it affects everybody. 

It might be interesting to you to know that in the last 6 months, we 
have been selling 99 percent of our houses to veterans only. The non- 
veteran has been excluded from the market. And, as you know, we are 
not in a high-priced market; it is from $9,500 up—— 

The Cuaran. Will you state that again? You say 99 percent of 
all your sales are going to veterans? 

Mr. Levirr. That is right. 

The Cuarrman. Under certain veterans’ preferences? 

Mr. Levrrr. Under the GI bill. 

The Cuarrman. Under the GI bill? 

Mr. Levrrr. That is right, Senator. 

The reason for it is that we are fortunate enough to have a 100-per- 
cent loan, and these people are buying without any money. 

The Cuamman. Without any down payment?! 

Mr. Levirr. Without any down payment. 

The Cuarrman. Under the GI bill of rights, and legislation that we 
have passed ? 

Mr. Levrrr. That is right, Senator. 

The Cuarrman. They are buying without any down payments, and 
99 percent of your business is that kind of business? 

Mr. Levrrr. That is right. The nonveteran is practically nonexist- 
ent, as far as our purchasers are concerned. 

The Cuatrrman. Where are you building? 

Mr. Levrrr. In Pennsylvania. 
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I have checked New York also, and the builders there tell me that 8 
out of 10 are veterans. Of course, when it gets above $20,000 it doesn’t 
make any difference. 

The Cmaarrman. You think that is just typical of Pennsylvania and 
New York, or do you think that is all over the United States ¢ 

Mr. Levrrr. I think it is all over the United States, perhaps not in 
that high percentage. 

Pin eamneess: {r. McMurray, will you get the records from FHA 
and VA on just what percentage the sales are to veterans all over the 
United States? 

(The information requested follows :) 


MEMORANDUM FROM HovusING AND HoME FINANCE AGENCY 


Very little information is available on veterans purchasing homes in 1953 other 
than that arising out of VA statistics. These figures show that there were 322,000 
home loans closed during the year. This was 10 percent of the total number of 
nonfarm mortgage recordings ($20,000 or less) during the year. Because the 
average VA home loan was $9,511 which was higher than the average of small 
home loan mortgage recordings ($6,241), the dollar volume of VA home loans 
closed (slightly over $3 billion) was 16 percent of the total of $19.7 billion in 
mortgage recordings (under $20,000) during the year. The mortgage recording 
series is a fairly good indicator of the volume of business done, but for a number 
of reasons it cannot be considered a precise measure of the total number of homes 
purchased during the year. For example, in 1952 somewhat slightly over 3 mil- 
lion nonfarm mortgages ($20,000 or less) were recorded. For the same year the 
Federal Reserve Board’s survey of consumer finances showed approximately 
1.7 million homes purchased. 

If we take VA home loans closed as a percentage of total homes purchased, 
using the Federal Reserve Board study and projecting the 1952 FRB figures 
into 1953, we would arrive at a figure indicating that 1 home in every 5 was 
purchased under the VA home loan program. 

Unfortunately there are no data available on veterans purchasing homes 
in 1953 and not using VA facilities. The FHA does not collect data on the 
veteran status of its mortgagors. Data on the veteran status of mortgagors 
holding conventional mortgages are also not available. 

There are, however, some data available for previous years other than 1953. 
The Housing Census of 1950 shows that veterans constituted 53.9 percent of all 
persons acquiring 1-family dwelling units during the 18-month period covering 
all of 1949 and the first half of 1950. These data are for only mortgaged prop- 
erties. For properties with FHA-insured mortgages during the same period, 
the data show that 43.1 percent of all properties with FHA-insured first mort- 
gages were acquired by veterans. It should be noted, however, that this was 
during the time when the FHA and VA first and second mortgage combination 
was available to veterans. 

The survey of consumer finances, conducted by the Board of Governors of the 
Federal Reserve, furnishes some additional light on the number of veterans 
purchasing homes in 1950, 1951, and 1952: 1950, 36 percent; 1951, 50 percent; 
1952, 34 percent. 

It should be noted that this is based on a relatively small sample and covers all 
home purchases, including purchases with and without mortgages. 

Projecting the figures reported in the census study and the survey of consumer 
finances, it would appear more than likely that veterans purchasing homes in 
1953 were a far higher proportion than is shown by the figures used in the first 
paragraph of the relation of VA home mortgages closed from mortgage recordings. 
It would certainly seem that at least 30 percent and probably more of all homes 
purchased in 1953 were purchased by veterans. 


Mr. Levrrr. I am talking about the last 6 months, Senator. That 
is the record. 

The gentleman that preceded me got into quite a discussion with you 
and Senator Ives on the question of how to bring costs down. I think 
we are kidding ourselves on these interest rates. There is only one 
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good way, without waving a flag, to bring costs down, and that is 
volume. If we can produce volume we will be competitive. 

Let me cite what happened, for instance, in 1950. In 1950, about 
2 months before Korea—I think I testified on this same subject last 
year—we were really in the swing of things. When I say “we,” I am 
talking about the whole country. Builders were really going to town 
in a big way, and costs were just beginning to tumble. I know we 
started to review all costs, and we were buying refrigerators for less 
and washing machines for less, and everybody was making money at 
lower prices. 

Then, of course, came Korea, and it disturbed the applecart. But 
we had production, and we haven’t got it now. 

Specifically, here is what I object to in the present bill: It is a liberal 
bill, more liberal than everything we have had before, but it is not 
liberal enough. There has been much talk—and I followed some of 
the testimony before the House committee; I testified there on Mon- 
day—that this country should more or less gear itself to a million units 
a year. And the ADA testified that a million is just about all right, 
that we shouldn’t go overboard on it—we might overbuild. Then the 
Mortgage Bankers Association has its ideas on what production ought 
to be. 

But if you consider the facts for just a moment—in 1926, when the 
population of the country was about 45 percent less than it is now, or 
we are 45 percent more than we were then, we produced almost a mil- 
lion units a year. We are talking now, almost a generation later, of 
producing that same million, with a terrific increase in population, and 
it is going up allthe time, Those are not my facts; the Census Bureau, 
I think, will confirm them. 

We should produce a million and a half or 2 million units a year, 
which can easily be absorbed—and this is simply a question of arith- 
metic, of how many new family formations there are, what the degree 
of obsolescense is, and so on. If you do that, if you can produce the 
houses that'can be purchased in this kind of a market, you reduce your 
construction costs. 

T am talking as a builder. I know what it means to be able to reduce 
the construction costs some 5 percent or 6 percent, as against a half a 
point or a point reduction in interest rates. 

We can still cover this gentleman’s argument in another way. You 
have a proposal before you for a 30-year loan, as against the 25-year 
loan. There is-no earthly reason under the sun why it shouldn’t be a 
35-year loan. Let’s forget 40 for a moment, and take 35, and see what 
that does. 

First, the objection that 35 years is too long, again advanced by 
ADA and a few others—that is unadulterated bunk, the record proves 
it. Whether you have a 20-year mortgage or a 25-year mortgage or a 
30-year mortgage makes no difference. The FHA’s figures will show 
you that the average mortgage in the United States is either satisfied 
or refinanced in 10 or 12 years, so it doesn’t make any difference as to 
the original term of the mortgage, but it does make this big difference . 
That is that you broaden the field, you broaden the base, the amount of 
people that can afford a given house or a given-sized house at a given 
price. 

I propose in this bill that you have here, one slight change. You 
call for a 95-percent mortgage on the first $8,000, and then 75 percent 
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thereafter. I think it should be 95 percent on the first $10,000, and 
75 percent thereafter. 

I propose further that it go from 30 years to 35 years. Here is 
what would happen: On a $10,000 house, under your proposed bill, 
you will require a $900 downpayment, and interest and amortization 
would be approximately $48 a month, and some pennies. 

On the proposal that I am making now, that same $10,000 house 
would call for a $500 downpayment, and the interest and amortization 
would be just about a dollar a month less than yours. 

In other words, you have cut the downpayment almost in half from 
what you propose, and by increasing the term of the mortgage from 
30 to 35 years, you have made the carrying charges essentially the 
same, but still an htly lower. 

That to me makes sense. You broaden your field of ownership all 
the way down the line. It will result in a terrific increase in building. 
—— result in opening the nonveteran market, which doesn’t exist 
today. 

Whatever you do, however—and on this I imagine I have a lot 
vf company—the power should not be delegated to the President 
or anyone else. In other words, whatever this bill calls for should 
be law when the President signs it. I will tell you why 

The CuHarrmMaAn. You mean in respect to changing the interest rates 
and the terms? 

Mr. Levirr. Anything you do, Senator, whether it is interest rates, 
downpayment, length of mortgage, or anything else. And I'll tell 
vou why. Wein the building industry can’t oper ate on an uncertainty. 
I remember testifying before this committee last year, and while it 
wasn’t in the bill, I think perhaps I made a little case out and you did 
adopt. a standby provision, just as you are doing now, in which the 
President had authorization to reduce downpayments, up to $12,000, to 
a minimum of 5 percent. Well, the headlines broke “Congress author- 
izes new downpayments—5 percent.” That was baloney. It 
wasn’t 

The CuarrmMan. That was what? 

Mr. Levirr. That is what we call commonly baloney. The news- 
papers reported you would reduce downpayments to 5 percent. But 
you hadn’t done it; you had authorized the President to do it. The 
result was we had a buyer’s strike until they got cleared up on it. 

All the reports that have come out now on this pending legislation 
call for committees—the House committee and the Senate committee— 
considering reductions. The day you pass this bill, in whatever form, 
the newspapers will again come out, saying that Congress passes so 
and so, but you will not have passed it: it will then be up to the White 
House, or whoever the White House delegates, to determine what 
those downpayments should be. 

The CuHarrMan. You think they should be fixed in the bill? 

Mr. Levirr. They should be fixed in the bill, no matter what they 
are. But whatever they are, at least we will know what we have to 
operate under. 

I might tell you this—and I so testified on Monday—that whatever 
you do, in a case like ours, affects us not at all this year. We are set. 
We are finished. And I again want to recall my testimony of a year 
ago. Our production schedule for this year is 25 percent less than 
last year. 
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The Cuamman. You are building 25 percent less houses ? 

Mr. Levirr. Yes; less than last year. 

The Cuarrman. Is that general throughout the country? 

Mr. Levirr. I don’t know, sir. think, frankly, if things 
continue—— 

The Cuarmman,. I wish you would secure for us, Mr, McMurray, 
from the Agency, how many starts there are so far this year, and 
whether or not there is a reduction in the building of new houses, 
1 want to make it a part of the record and I want it made as accurate 
as is humanly possible. 

(The information referred to follows :) 


Comparison of housing starts, last 6 months with corresponding 6 months 


a year ago 
| Percent change 
1953-54 1952-53 1953-54 over 
Period 1952-53 


Total Private | Total Total | Private 











Darkhs 0 eh. ni 8 li thd 473,700 | 465,200 | 510,800 
NE ntglicnap ude ttapeteetegsckooun 95, 100 92,100 | 100, 800 
Nai si iin tik debit tenia bn taaos 90, 100 90,000 | 101,100 —10.9 
PT dts ntiirecandticadasanansbaeoee 81, 500 79, 900 86, 100 
EE cnnpendiiivonids tba dihinn tetitindns 66, 700 71, 500 
ae EE RC ia igs abe tbe 66, 000 64, 700 72, 100 
POEs ao cpateScecep ecne tapes sotnak 73, 000 71, 800 , 200 





Nortg.—In the 6-month period, March through August 1953, starts totaled 620,000 or 23.7 percent higher 
than in the 6-month period just past. For private only the comparable figures were 22.5 percent higher, viz: 


Total Private 





March through August, 1953......................... escdaashonsaetdnbhuubbuus 620, 000 599, 700 


September 1953 through February 1954................--.-.---.-----.--------- 473, 700 465, 200 


Percent change September through February over March through August 1953 —23.7 —22.5 


Mr. Lxvrrr. I think the testimony was the starts for January were 
some 10,000 to 12,000 below—— 

The Cuairman. That is not too much. 

Mr. Levrrr. But it isa reduction. We had approximately a million 
houses last year. If that kind of a reduction came in, we would 
be in trouble. 

I might mention this—which, of course, is not news to anybody— 
that business is rotten all over. It isn’t good, and it is getting worse, 
and unemployment is rising. And that’s the only way, in my limited 
existence, that I have seen that the building industry, the home-build- 
ing industry, can lift it up rapidly and lift it up completely—I think 
something should be done to stimulate it. 

Senator Ives. May I ask a question in connection with something 
you previously said. That is this question of downpayments. Did 
I understand you to say that 99 percent of your sales are to veterans, 
with no downpayments at all? 

Mr. Levrrr. That is right. 

Senator Ives. What is your experience in that connection with 
respect to risk? Do you have a greater loss in connection with prop- 
erties of that kind than you have had with those where you have 
had to have downpayments? 
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Mr. Levirr. Delinquencies in the banks having the loss are guar- 
anteed by the Veterans’ Administration. I think the best answer 
to that is that in VA figures, as far as I know, the answer is “No,” 
there is no loss. 

I think the housing operations of the United States have been 
strictly a money-making proposition, so far as the Government is 
coneerned, both VA and FHA. There has been so much talk here 
about the Government going into the housing business and the Gov- 
ernment lending money. As far as I know, the Government hasn't 
lent a plugged nickel on anything. A1l they have done is made money, 
hand over fist. 

I see no reason under the sun why the Government shouldn't 
encourage building more and more and more and become a great big 
insurance agency. My friend, Mr. Multer, on the Democratic side 
of the House, thinks that the private industry should take over the 
insurance function. I think private industry is missing the biggest 
bet in the world in not doing it, but they don’t do it. Therefore, the 
Government might just as well continue in its insuring function and 
make this money. They haven’t lost a nickel, and there hasn’t been 
one dime of Government money put into it. 

The Carman. It was all repaid within the last 60 days. 

Mr. Levirr. That was just capital. 

The CHamman. FHA returned their capital to the Federal Gov- 
ernment in the last 60 days. The Federal Government has no money 
in FHA. 

Mr. Levirr. That is right, sir. 

The Cuarrman. And they have reserves of over $300 million, earn- 
— on premiums that have matured. 

r. Levrrr. I think the big point I would like to stress, and which 
has been expressed by a great many organizations, principally the 
veterans organizations, of which I am a member, is that the nonveteran 
has now been relegated to the class of a second-class citizen. The non- 
veteran is now becoming a second-class citizen. 

The statement has been made by Mr. King, and others, that veterans’ 
preference should continue. Heavens, we have all the veterans’ pref- 
erence—nio matter what you do, the veteran still buys on more favorable 
terms. When there is a discussion of interest rates, as between the 
veteran and nonveteran, we have a differential. When we have a 
41%-percent rate, it is 414 percent to the veteran, but it is 414 plus a half, 
to the nonveteran. 

I am looking now strictly at the economy of the country. There 
are more nonveterans than there are veterans. If you are going to 
legislate continuously for one class alone, I think you are overlookin 
9 as far as the economy of the Nation asa whole is concerned. We 
are very, very much worried now when we see the market being exclu- 
sively one class. We have just about thrown the nonveteran out of 
the business of buying a house. He hasn’t got the necessary cash. 

The Cuarrman. Well, Mr. Levitt, we are trying to find ways and 
means of doing just what you are recommending. We all want to do it. 

oat recommend that we lower the downpayment, and extend the 
terms 

Mr. Levrrr. That is right. That is the lifeblood of the country’s 
credit. 
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The Cuarrman. On houses up to $10,000? 

Mr. Levirr. No, no. Right np to the limits provided in FHA, 
Your bill calls for a maximum mortgage of $20,000. I pepper to 
leave that $20,000 alone. The downpayments graduate up. | It calls 
for a 5-percent cash payment for $10,000 and below, and a 25-percent 
cash payment on the difference over $10,000, That seems quite fair. 

The Cuarrman. All right. Another thing you recommend that we 
write into this law is the terms and interest rate, period. 

Mr. Levirr. Period. 

The Cuairman. And give nobody the right to change it; is that 
right? 

Mr. Levrrr. That is right. 

The Cuamman. What else? 

Mr. Levrrr. The increase in amortization term, from 30 years to 
35 years. 

The Cuamman. Yes, I stated that. What else can we dot 

Mr. Levirr. You can do a lot. of other things, but they are not in 
the bill. 

The Legion did bring up the point, and you very properly told 
them it wasn’t in the bill, and it is probably something for executive 
action, but I would like to see it in the bill. That is the consolidation 
of what I could call ground functions of FHA and VA. 

The Cuarman. Ground functions? 

Mr. Levirr, May I elaborate ? 

The Cuarrman. Yes. 

Mr. Levrrr. I think it is a shame and a disgrace that you have 2 
Government agencies, 1 called the Veterans’ Administration and the 
other called a Federal Housing Administration, having 2 identical 
parellel lines of processing. I have no objection to the Veterans’ 
Administration taking care of what I call the financial or banking 
end of the veterans’ interests. But to say that you need two agencies 
to determine what kind of drainage goes in land and what the width 
of roads should be, and what the ane of the house is—the value of 
the house to a veteran or a nonveteran is the house that has the same 
value. Again, we differentiate in classes of citizens. 

The CuarrMan. You heard me discussing that, did you not? 

Mr. Levrrr, That is correct. That happens to Sed however, a 
tremendous hidden cost. We have made a survey—when I say “we,” 
I am talking about the builders of the country—and it varies any- 
where from $200 to $400 or perhaps $500 a house you could save 
if you could eliminate duplicate-processing lines. _ I have been. pump- 
ing for this for several years now, but rather than accomplishing 
anything, it seems to be going wider, and the Veterans’ Admin- 
istration 

The CHairman, Now, Mr. Clerk, will you get in touch with the 
Housing Administrator, Mr. Cole, and Mr. King, of the Veterans’ 
Administration, and tell them we want them to present to this 
committee at the earliest possible moment, before we write up this 
bill, a plan whereby they get together and coordinate and cooperate 
their activities on the matters we have been discussing. 

Senator Ives. That should have been done long ago. 

The Cuarman. It should have been done long ago, and we are 
insisting that it should be done. What we want them to do now is 
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to get together and tell us how to do it. If they don’t, we will tell 
them in this legislation. I think we have enough votes on this 
committee. 

Mr. Levirr. One other thing, Senator, and that is this question of 
interest-rate formula. As it is now—Mr. McMurray, you can correct 
me on this—every month a yardstick is taken to determine what 
the average yield is on long-term Government bonds, and that deter- 
mines the interest rate. I don’t know how we could ever function 
from month to month on what interest rates are going to be. What 
do you tell the purchaser? The purchaser comes around on Sunday, 
a we tell him the rate is 444 percent. And he comes around just 
after the first of the month again, and we tell him it is 434 percent. 

The Cuatrrman. What is the relationship between interest on Gov- 
ernment bonds and interest on housebuilding ¢ 

Mr. Levirr. There is a relationship. A mortgage has to bear a 
higher rate, because it has a greater cost 

The Cuarrman. I understand that. But other than that, what 
relationship is there ? 

Mr. Levirr. I don’t know. Somebody had to pick something out 
to compare it with. 

Why not have something a little more simple, such as this: Put 
down a maximum interest rate, sensible enough and high enough to 
take care of the supply and demand. And it isanoldstory. If there 
is enough money in the field, it is like refrigerators or anything else— 
and I will quote an instance on that. In 1940, after having paid 6 
percent interest for 1 don’t know how many years, the rate became 
414 percent, uninsured, And the reason for it was simply that there 
was a lot of money in the market. 

Senator Ives. What do you think about the testimony of Mr. Hol- 
lander, who represented the ADA—having the Government make 
direct. loans? 

Mr. Levirr. I am partially in agreement with Mr. Hollander, but 
not on histerms. That was another point I more or less hesitated to 
bring out. 

Senator Ives. I want to get your comment on it. 

Mr. Levirr. Rather than this entire business of FNMA, I would 
rather adopt the Canadian system. Canada lends directly and makes 
money on the deal. If this Government, by any chance, were to say, 
“We have $5 million available for mortgages; if the banks won’t lend, 
we will,” there would be so much private money in the field they 
wouldn’t have to lend anything. Asa matter of fact, you may reca!] 
when you authorized a small amount—I believe it was $150 million— 
some 3 or 4 years ago. At that time money was tight, and all of a 
sudden it came out, because they were afraid. In other words, I 
don’t propose to see the Government go into any business that private 
enterprise can take over, but I do propose—of course this is my atti- 
tude on public housing also—that where private enterprise can’t do 
something, Government must and should. 

I don’t see how this FNMA provision which you have in there 
how 

Senator Ives. That should be coordinated, too, shouldn’t it? 

Mr. Levirr. It certainly should. 

Senator Ives. I would like to get your comments on some of these 
questions that were raised by Senator Capehart and myself this morn- 
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ing, on public housing, with respect to the lowest level of income 
groups. In other words, the very low-income grou 

You yourself car build houses more cheaply for the individual 
family than anybody in the United States, without any question, but 
you can’t build a house, can you, cheaply enough so that people with 
that particular income can afford to take care of the carrying charges? 

Mr. Levrrr. I have been on record, as you know, Senator, for a long, 
long time, and it is merely a repetition of the same generalization that 
I make now. If we can’t produce—*we” being the builders of Amer- 
ica—if we can’t produce for this lowest submerged tenth, or whatever 
you want to cal] it, I believe very implicitly it is a function of the Gov- 
ernment to do so. I don’t say let them go. ‘To be selfish about it 1 
think it helps our own hides and our own skins if everything is ours. 
So, I am in favor of public housing, where private enterprise can’t 
do it. 

Senator Ives. I know you always have been, but I wanted to get you 
on the record that way. 

Mr. Levirr. I am very definitely on the record in that regard. 

I think this section 221 is a joke, this $7,000 housing business. 

Senator Ives. I would like you to discuss that section 221, because 
that has been bothering us. 

Mr. Levrrr. I don’t think it makes the slightest difference whether 
you have it in the bill, or out of the bill. I think it is academic. 

As I understand it, it is a $7,000 house, a single-family house, in an 
area which has been a former slum area, which has now been cleared. 
This is an individual house. Obviously, of course it couldn’t be built 
in the middle of New York. someplace in a slum area we cleared. We 
wouldn’t know how to produce it. And the land that this house stood 
on would probably be worth $20,000, and you have to produce a build- 
ing for $7,000. I don’t know where we would get them. There may 
be a couple of isolated sections in some little suburbs that have slum 
areas that they want to clear out—— 

Senator Ives. Now, you are speaking about metropolitan areas, like 
that of New York? 

Mr. Levrrr. I don’t think any metropolitan area could do it. 

Senator Ives. The general attitude of the Government housing peo- 
ple seems to be that in most cities that could be worked out. They 
grant there are exceptions, like New York City and Chicago and a few 
of the very large cities, where it wouldn’t work. Do you have any 
comment on that? 

Mr. Levrrr. I think if you are going to have a slum removal in a 
metropolitan district, you should build multifamily housing. 

Senator Ives. I think you can build multifamily housing under that ; 
can’t you ? 

Mr. Levrrr. Not under section 221. In this provision, with the 40- 
year mortgage, it is a 1-family house, if I remember correctly. 

Senator Ives. The fact remains, whether you can or whether you 
can’t. You can’t reach the situation, for instance, in New York City 
or Chicago, that you are trying to reach, by that process. 

Mr. Levrrr. Let’s take a little place, for instance, where there was 
some public housing, in Manhasset. They cleared out a slum area, 
and they built 146 units there, garden-type houses, That wouldn’t 
qualify under this bill. That is outside of New York City. That is 
in Nassau County. 
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Senator Ives (presiding). Do you have anything further, Mr. 
Levitt? 

Mr. Levrrr. Not unless you have, Senator. 

Senator Ives. I think I have the important things that I want out of 
the questioning. The principle thing that I was interested in was this 
so-ealled flexibility of interest rates, carrying charges, whatever you 
want to call them, that you think should be fixed. 

Mr. Levrrr. On the interest rate, if we put down a rate that made 
sense and say that is the top rate, I think if you are going to go into 
any kind of a free-enterprise economy, money will seek its own level 
and its own rates. 

Senator Ives. In the statement made by Mr. Hollyday before this 
committee on March 9, he states: 

The properties covered by the insured mortgages under section 221 could be 
single-family homes for sale to eligible displaced families or may be projects of 
10 or more units to be rehabilitated by nonprofit organizatins for rent to such 
families. 

Mr. Levitt. That is not the way I read the bill. 

Senator Ives. I am not arguing with you about the bill. I was un- 
der the impression that that statement had been made previously in 
these hearings. 

Mr. Levrrr. Let’s put it this way, Senator: If it can be done, if 
somebody knows how to produce them, I see no reason why every ef- 
fort in the world should not be made. I presume you are talking about 
the controversial provision of the 40-year mortgage. 

Senator Ives. That is right. 

Mr. Levirr. Why not give it to them? You are not trying to put 


the Government in business on public housing on this particular phase. 
It can be done. Give them every advantage under the sun. 

Senator Ives. The idea seems to be to keep away from public hous- 
ing as far as we can, and still take care of the situation. I think we 
have to recognize that we ought to have public oe I haven’t 


heard anybody come in here and deny that they needed public housing. 
Mr. Levrrr. I want to see as little public housing as is necessary, 
but what is necessary I am 100 percent in favor of having built. 
Senator Ives. Thank you, Mr. Levitt. We appreciate your 
testimony. 
Mr. Levirr. Thank you, sir. 
Senator Ives. The next witness is Clair W. Ditchy, of the American 
Institute of Architects. We are glad to have you here, Mr. Ditchy. 


STATEMENT OF CLAIR W. DITCHY, PRESIDENT, THE AMERICAN 
INSTITUTE OF ARCHITECTS 


Mr. Drreny. I am Clair W. Ditchy, a practicing architect of 5 West 
Larned Street, Detroit, Mich. I am appearing here as president of 
the American Institute of Architects to discuss S. 2938, the Housing 
Act of 1954. 

The American Institute of Architects is a national professional or- 
ganization which geographically covers the country. Its 116 chapters 
and 11 State organizations are located in every State of the Union 
and in certain United States possessions. The organization’s member- 
ship of nearly 10,000 registered architects comprises the majority of 
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all practicing architects in the country. The institute is qualified to 
express the views of the profession. 

The institute has a longtime interest and a deep concern with mat- 
ters of housing and urban redevelopment. Over the years, individual 
members and special committees of our organization have studied 
many aspects of the problems involved in this complex field. Many 
of the solutions, which have been adopted, have resulted in part, at 
least, from our efforts. 

In 1947, Mr. Louis Justement, who has accompanied me here today, 
headed an American Institute of Architects committee that developed 
a plan for an urban renewal administration, similar in many respects 
to the current proposals. The Justement report and recommendations 
were adopted in 1947 as the long-range policy on urban planning and 
housing for the American Institute of Architects. 

We are pleased to see in this legislation an urban renewal plan which, 
although it might not be entirely identical to the urban renewal admin- 
istration at one time propounded by the American Institute of Archi- 
tects, is, nevertheless, in its aims and objectives, entirely in tune with 
the thinking of the architectural profession. 

Two distinguished members of our organization, Past President 
Ralph Walker, of New York, and Paul Williams, of Los Angeles, 
served as members of President Eisenhower’s Advisory Committee on 
Government Housing Policies and Programs. With this special back- 
ground and after further thoughtful study, the institute’s board of 
directors, meeting in Washington last week, adopted the following 
policies regarding the Housing Act of 1954. 

The American Institute of Architects wholeheartedly supports the 
objectives of the Housing Act of 1954. We have, however, a number 
of suggestions to make concerning some of the provisions of the bill. 
We wish to make it clear that we endorse the bill, as a whole, and that 
our endorsement of the bill is not conditioned upon the acceptance of 
these suggestions. For ease of reference, we have set forth our com- 
ments below under the various titles of the bill: 


TITLE I: FEDERAL HOUSING ADMINISTRATION 


Most of the amendments proposed under this title will tend to bring 
cost limitations in line with present-day construction costs, to simplify 
administration, to abolish or transfer certain housing emergency meas- 
ures and to abolish the program for “yield insurance” that has never 
been used. We heartily concur in all of this portion of title I. 

We seriously question, however, the advisability of section 221. We 
are opposed to the underlying principle contained in this section for 
40-year 100-percent loans with no downpayment. It seems contrary 
to the maintenance of sound incentives for homeownership. A further 
comment by one of our members, Henry Churchill, of Philadelphia, 
who is an eminent authority in the housing field, is as follows: 

The thinner the equity, the greater the danger come hard times; the longer the 
mortgage, the shoddier the construction ; the longer the mortgage, the greater the 


buyer’s cost: the shoddier the construction, the higher the upkeep; the higher 
the upkeep, the greater the slum potential. 


Let us not, on the one hand, establish a broad forward-looking pro- 
gram of urban renewal and, on the other, permit and even encourage 
the slums of the future. 
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TITLE Il: HOUSENG MORTGAGE INTEREST RATES AND TERMS 
We agree fully with this title. 


TITLE U1: FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Architects are perhaps less qualified to express an opinion on this 
feature of the bill than they are with respect to other phases of the 
legislation. In general, however, we do not favor the secondary mort- 
gage market plan as proposed in the present bill. We suggest its re- 
consideration along the lines recommended by the President’s Advisory 
Committee on Government Housing Policies and Programs. 


TITLE IV: SLUM CLEARANCE AND URBAN RENEWAL 


In many respects this is the most important part of the legislation 
from the point of view of developing a long-range program. We be- 
lieve that the provisions of this bill are all distinct improvements on 
the Housing Act of 1949. Especially noteworthy and praiseworthy 
is the new definition for “urban renewal project” which recognizes the 
problems posed by commercial and industrial slums as well as resi- 
dential slums. 

When the legislation on urban redevelopment was being considered 
in 1949, we were fearful that its inclusion in a housing bill would place 
an excessive emphasis on housing. The American Institute of Archi- 
tects believed then—and we believe now—that housing is only a part 
of the urban renewal problem and that, logically, a division of slum 
clearance and urban renewal should not be subordinated to a Federal 
housing agency. If the two functions are to be joined administra- 
tively, the relationship might well be reversed. Housing could, quite 
properly, be made a division of an Urban Renewal Administration. 

The institute fully endorses the urban renewal plan as contained in 
title TV. We believe that. it will broaden the present slum clearance 
and redevelopment program and that it will assist communities in 
taking effective action to meet their overall problems of urban renewal ; 
they will be enabled, not only to eliminate and prevent the spread of 
slums and urban blight, but to rehabilitate those areas that are worth 
saving. 

We believe that section 414 is a wise provision, as it will tend to 
permit experimentation in a new field in which new ideas should be 
encouraged and tested on a small scale before being accepted as a 
basis for action on a large scale. 


TITLE V. LOW-RENT PUBLIC HOUSING 


We concur in this title in its entirety and wish especially to commend 
the changes in the provisions concerning preferences for admission to 
low-rent housing. 

As a very long-range program, we believe that it may ultimately 
be possible to house all of our citizens adequately without the necessity 
of public housing. But this would necessitate great changes in our 
present system of amortizing FHA mortgages and presuppose a long- 
continued rise in the American standard of living. 

Under the conditions which now exist—conditions which are likely 
to continue for some years to come—we believe that public housing is 
a necessary part of a complete program for urban renewal and housing. 
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TITLE VI. HOME LOAN BANK BOARD 


We have no comment on this portion of the bill. 


TITLE VII. URBAN PLANNING AND RESERVE OF PLANNED. PUBLIC WORKS 


We favor the objectives sought by this title with respect to “both 
urban planning and a reserve for planned public works. The aid for 
urban planning would be appropriate under the Division of Slum 
Clearance and Urban Renewal but the aid for advance planning of 

ublic works might be more appropriate under some other department 
in the Federal Government. In any event, we believe that the aid 
extended to localities will involve a minimum of Federal control— 
and no control with respect to design. 

In conclusion, we wish to express our gratification concerning the 
methods which have been used by the administration in developing 
a housing policy. The study which has been given by the many ex- 
perts chosen to serve on the President’s Committee on Housing has 

reduced a program which is essentially sound and will be supported 
y the country at large. It is not revolutionary and it does not abol- 

ish many of the housing functions which have been developed under 
proce ik administrations. It seeks, instead, to weed out the need- 
ess functions and to improve the administration of those functions 
which are retained. We heartily concur in the program as a whole. 

Thank you, Mr. Chairman. 

The Cuarrman. Would you refer back to page 3, and read that first 
paragraph again, please? 

Mr. Drrcrny. We seriously question, however, the advisability of 

section 221. We are opposed to the underlying principle contained 
in this section for 40-year, 100 percent loans with no downpayment. 
It seems contrary to the maintenance of sound incentives for owner- 
ship. A further comment by one of our members, Henry Churchill, 
of Philadelphia, who is an eminent authority in the housing field, is as 
follows: 
The thinner the equity, the greater the danger come hard times; the longer the 
mortgage, the shoddier the eonstruction; the longer the mortgage, the greater 
the buyer’s cost ; the shoddier the construction, the higher the upkeep; the higher 
the upkeep, the greater the slum potential. 

The Cuatrman. Of course that wouldn’t necessarily follow if FHA 
were on the job administratively, in respect to the construction; would 
it? 

Mr. Drrcuy. The policy must be to be able to meet the financial sit- 
uations. 

The Cuarmman. Not necessarily. You could have a 40-year mort- 
gage on a home without in any way affecting the construction ; couldn’t 
you! I don’t see the relationship between the construction and 40 
years. 

Mr. Drrcny. Well, the more attractive the financial situation is to 
build these homes, the greater number of people will go into it. 

The Cuarrman, The only virtue to this 40-year business, or no down- 
yayment, or little downpayment, is to eliminate the need for public 

ousing and to convert many of the people that now are in public 
housing that might in the future go into this sort of thing. 

That is the only virtue it has. 
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Mr. Dirciy. That is true. 

The Cuarrman. If it doesn’t do that, then it doesn’t do :nything, 
and I am against it. I have been rather sympathetic toward it. I 
can see where it, properly handled, properly administered, may well 
relieve the necessity for so much tetee housing. That is the only vir- 
tue it has, if it has any virtue at all. 

In other words, I would rather the Federal Government would 
spend—for example, if you are going to spend a billion dollars on 
yublic housing, the taxpayers’ money, I would much prefer to spend a 
billion dollars on this sort of thing knowing, maybe, that maybe a 
third of them would never pay for them, and I would have to have 
them back on my hands. 

But, saving the taxpayers two-thirds of it, I think it would be 
better economically, better for the taxpayer, better for the Govern- 
ment. I am not as much interested in that as I am in the fact that 
you. have these people out in individual homes and individual units, 
where they have some pride in ownership. As I said earlier today, 
of course many of them today are in the slums and tomorrow they 
might have good jobs and start on their way to becoming President 
of the United States, or a Senator, or a millionaire. A lot of people 
today who are up there, can’t make their payments maybe 2 years 
from now, and might lose their homes, and they end up in slums, you 
see. 

So that is the virtue of it, if it has any virtue at all. That is the 
only reason why it is in the bill, and that is the only reason why it 
was recommended. It is trying to find some better way of housing 
people that can only pay a small amount each month, other than in 
uilie housing, and get them out in the country, get them out into 
individual units and say, “Here, now, pay $25 a month, and some 
day, 40 years from now, you will own it. Or, if your economic con- 
dition gets better in 6 months or a year or two, you can pay it off 
in full, or increase your payments and get it paid sooner.” 

That is the only virtue it has. If it doesn’t have that, it doesn’t 
have anything. 

Mr. Direny. We realize that. There is no question about the phil- 
osophy of it. Beginning back with the depression, when our mort- 
gage field was really in a tough shape, and before that, the develop- 
ment in the mortgage field has been to—— 

The Cuairman. That’s right. But I think here we have to keep 
in mind that the purpose of it is a partial substitute for public housing. 

Mr. Dircuy. We feel that publie housing should be in the picture 
until we have taken care of this fringe. 

Senator Frear. Certainly, Mr. Chairman, I don’t think you were 
trying to say you would yield to inferior construction. 

The Cuatrman. No, just the opposite. 

Mr. Drreny. This is just a realistic observation. 

Senator Frear. It isa very fine, paragraph. I think it is a realistic 
one. 

Mr. Drreny. Yes. We do not criticize the philosophy at all. This 
thing has been approached from both ends. People have looked at 
this leon by saying, “We'll take care of the incompetent, the insane; 


we'll put them in fireproof housing with the latest advantages.” And 
then if you are sane, that’s a different story ; you can’t be ol 
it has been approached from both angles. 
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But the realistic view of it is this, that. whatever we do in this 
regard has to be done with some circumspection. 

The Cuarman. You have made a very fine statement. We appre- 
ciate it very much. 

Mr. Drrcny. Thank you. 

The Cuarrman. Before we recess today, I want to say that tomor- 
row our wtnesses will be Congressman Deane, of North Carolina; the 
National Association of Real Estate Boards, the Congress of Indus- 
trial Organizations—that is the CIO; the National Retail Lumber 
Dealers Association; and the Trailer Coach Association. 

We will recess now until 10 o’clock tomorrow morning, and will 
reconvene in this room. 

(Whereupon, at 12:05 p. m., the committee recessed, to reconvene 
at 10 a. m., Thursday, March 18, 1954.) 
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THURSDAY, MARCH 18, 1954 


Untrep Sratres SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10 a. m., Senator Homer E. Capehart, chairman, pre- 
siding. 

Present: Senators Capehart, Goldwater, Douglas and Lehman. 

The Cuarrman. The committee will please come to order. 

Onur first witness will be Congressman Charles B. Deane of North 
Carolina. 

Congressman Deane, why don’t you proceed in your own way / 


STATEMENT OF CHARLES B. DEANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Representative Deane. Thank you very much, Mr. Chairman. 

I have a prepared statement which I will glance at as we proceed. 
My purpose in appearing this morning, Mr. Chairman, is to ask that 
the Béuhing and Currency Committee extend title V of the rural 
housing program previously and even now administered by the Farm- 
ers Home Administration. 

The Department of Agriculture proposes to drop title V of the 
Housing Act of 1949 beyond July 1, 1954. The House and Senate 
bill, I assume likewise carries that provision to no longer extend title V. 

It was extended July 15, 1952, and again extended July 30, 1953. 

Mr. Chairman, I have watched with interest and appreciation the 
operation of title V. It is my reasoned judgment that title V is the 
best way, and I feel the only way, that we can continue to assure a 
workable and practical farm housing program. 

I note that Mr. R. L. Farrington, Dieter of Agriculture Credit 
Service, Department of Agriculture, testified before your committee 
on last Thursday that it is the recommendation of the Department 
of Agriculture that the farm housing program be carried on through 
the Bankhead-Jones Farm Tenant Act by increasing the interest rate 
to the borrower from 4 percent to 5 percent and the guaranty to the 
lender from 3 percent to 4 percent. 

Up to the present time, Mr. Farrington has not appeared before the 
House committee. We are about to close hearings on our side, and I 
have admired, Mr. Chairman, your interest and the interest of the 
Senate committee in the housing program. I know that your interest 
in this rural program is great. But I do feel that this hard money 
policy and restricted rat hose plan recommended by the Depart- 
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ment of Agriculture, if adopted Congress, will seriously curtail 
needed housing for the rural Peoples The farmer will be forced, if he 
can find the money, to borrow at a higher rate of interest in order to 
build needed farm housing. 

The reason I have left my own Committee on Banking and Currency 
this morning to make this brief appearance is that our House com- 
mittee has no recommendation from the Department of Agriculture 
for farm housing, even the Bankhead-Jones proposal. It appears, 
therefore, that it is up to this committee to again look after the inter- 
ests of the farmer. 

I am not against using the Bankhead-Jones Act, but I contend it 
is not broad enough to take care of the expanding rural homeowner- 
ship program. I feel that the interest factor of the Bankhead-Jones 
Act is not in favor of the farmer in view of the ever-increasing prob- 
lems facing the farm economy. 

As this committee well knows, the Bankhead-Jones Act. would not 
take care of the rural dweller who is not dependent entirely on farm- 
ing as the source of his livelihood. Bankhead-Jones would bar loans 
to those persons who live in the country and carry on basic farm 
operations, who may have some work in the town or the mill, These 
rural people, who have found it absolutely necessary to meet the ever- 
increasing cost of living, and who may have part-time work in the 
mill or the store, are indeed making a definite contribution to the 
rural economy. 

Am I to be a judge that these folks are not true sons of the soil? 

I point. out, also, Mr. Chairman, that these rural people who would 
be ineligible for rural housing loans are in the low-income bracket. 
They were not, as the records will show, able, prior to the availability 
of loans through title V, to secure home financing for needed home 
building. 

A review of the accomplishments of the Farmers Home Administra- 
tion farm housing program under title V will reveal the great serv- 
ice that this program has rendered the rural people throughout the 
country since 1949. 

I requested Mr. McLeaish, the Administrator of the Farmers’ Home 
Administration, to submit to me a table, which he has done, indicating 
the progress of this program, and up through December 31, 1953, a 
total of $93,992,181 in loans has been made. The total number of 
loans was 18,401, of which 7,675 were to veterans. 

The CuatrMan. May I suggest that those who are going to testi- 
fy today sit at these little tables and give other people a chance to 
occupy your seats? In other words, you who are going to testify, 
if you will just seats at this middle table right in the center, and then 
the other folks that are standing in the rear can have your seats. 

Thank you very much. 

Representative Deane. Continuing, Mr. Chairman, through De- 
cember 31, 1953, the total number of loans amounted to 18,401, of 
which 7,675 were to veterans. I hold in my hand, Mr. Chairman, a 
letter here, signed by Mr. McLeaish, dated February 16, and I quote 


this paragraph: 


As of the end of January this year, the reports received from our State offices 
indicate that there are on hand 5,020 applications for farm housing loans, and 
of that amount, 1,971 are from veterans. The applications on hand, multiplied 
by $5,800, the estimated average loan size for the 1954 fiscal year, would amount 
to $29,116,000. 
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The farm-housing funds remaining unobligated for the 1953-54 fis- 
cal a are $3,291,226. The loans in process will use these funds 
by April 1. 

I point out, Mr. Chairman, the operation of the farm-housing pro- 

ram has enabled more than 18,000 American families since 1949 to 

rrow sufficient funds with which to carry on needed construction of 
rural homes. 

And if I may, Mr. Chairman, at this point, I would like to insert 
in the record, because I feel the Senators would be interested in what 
is happening in each of the States of the Union, what is taking place 
under title V, and under date of February 2, I inserted this table in 
the Congressional Record. 

With _— permission, Mr. Chairman, I would like to insert that as 
a part of my remarks at this point. 

he Cuairman. Without objection, it will be inserted in the record. 
(The table referred to follows :) 
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406 HOUSING ACT OF 1954 


Representative Drang. The program of title V, in my State of 
North Carolina, has not been abused. The same is true of the pro- 
gram throughout the United States. 

Mr. Chairman, it would be interesting to know who is opposing title 
V of the rural housing program. 

You would be interested in studying the record of this program in 
your own State. I can tell you about how it has worked in my State 
of North Carolina. 

Today, 700 families have attractive rural homes that would not 
have had homes were it not for title V; about 6 percent of the North 
Carolina borrowers have constructed new homes at an average cost 
of $7,900. It is a well-built house with three bedrooms, on the aver- 
age, and complete utilities. 

The borrowers have contracted an average of about $625 additional 
in labor and materials toward the construction of the home. About 
40 percent of the North Carolina borrowers made themselves com- 
»letely responsible for construction, furnishing their own labor and 
ote and supervising the labor of others. 

Mr. Chairman and members of the committee, we are hearing a great 
deal during our hearings in the Banking and Currency Committee 
about a $7,000 house. I have a feeling that title V offers the practical 
and the only plan whereby we are going to be able to find an enduring 
and sound $7,000 home. 

Under title V of the Housing Act of 1949, borrowers have been able 
to pay back these loans over a period of 33 years on a basis suitable 
to their financial ability to make repayment. In the case of each 
borrower, a study has been made by the Farmers’ Home Administra- 
tion officials concerning the borrower’s ability to repay the loan, 
whether on an annual basis, a quarterly basis, a monthly basis, or a 
semiannual basis. And at this wes, would ask that you review 
the testimony given to this committee by Mr. Farrington on last 
Thursday, and he points out, “It has been very difficult to administer 
the program under these conditions.” 

He is speaking now about trying to analyze the difference between 
a completely rural family and a rural family who spends as much 
time on the farm as he may spend in the mill. And I do feel that 
these people, as I have indicated before, are making a very definite 
contribution to the farm economy. 

The philosophy underlying the Bankhead-Jones Act is that of help- 
ing an economically submerged group—the tenant farmer. The un- 
derlying philosophy of title V of the Housing Act of 1949 is rather 
to provide mortgage credit to farmers who are perfectly sound eco- 
nomic risks, but may simply live in areas where there is a lack of 
eertgage money or where bankers simply prefer not to lend on farm 

ousing. 

Since the farm housing program under title V, through the Farmers’ 
Home Administration, is operating in a very satisfactory manner, I 
urge your committee to provide again the necessary funds and legis- 
lation that would bring about the necessary appropriations to carry 
on this program. 

Mr. Chairman and members of the committee, where will our rural 
people turn for housing credit with an interest rate they can a 
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if the Farmers’ Home Administration farm housing program is either 
permitted to dry up or go beyond their reach at this time? 

All of you gentlemen know that the income of the rural dweller is 
seasonal, depending upon when their crops or other produce are sold. 
They do not have a steady monthly income, as the urban dwellers 
who work for a salary and can, therefore, foretell when they can make 
regular repayments on a loan. 

n the light of current information that is reaching us, indicating 
that economic conditions throughout the country are tightening up, 
unemployment now increased to almost 4 million people, and farm 
credit and prices in a state of unpredictable flux, it seems to me, gen- 
tlemen, that we must make every move we can here to plug every leak 
in our dikes and to make sound credit available to our rural people. 

What I am advocating, gentlemen of the committee, is to ask that 
you assure our great rural population the needed credit for home and 

10using construction in a normal and what has proven to be a most 
effective way. 

I ask you respectfully, Mr. Chairman and members of the com- 
mittee, to extend title V. 

The Cuarrman. Thank you very much, Mr. Congressman. We will 
certainly get into it. 

Representative Deane. Thank you very much, Mr. Chairman. 

The Crarmman. I will try to find out why it was left out of the bill. 

I think Senator Frear wishes to ask some questions on this sul ject, 
but he isn’t here. Does anybody have his questions? He is very much 
interested in this particular phase of the legislation. 

We will certainly get into it. I can’t tell you why it was left out. 

Representative Deane. I might point out, Mr. Chairman, that Sen- 
ator Sparkman has introduced a bill to extend this program, and I 
am not reasoning against the Bankhead-Jones Act, but I think it 
would be interesting for your staff to determine just how slow the 
operations have been under the Bankhead-Jones Act because, as I 
have indicated, it is basically for the tenant group, the very low farm 
income group, and if they can find financing at 5-percent interest, it 
would be interesting to me. 

The Cuarrman. I might say this, that we ought to have all housing 
in one place. 

Representative Deane. I agree with you. 

The Cuatrman. It ought to be in one place where you can get ww 
it, and get to itina hurry. That is No. 1. 

Secondly, I don’t know why we shouldn’t help the farmers. Do 
you, Senator Lehman ? 

Senator Lenman. Not a bit. 

The Cuarrman. I understand from Mr. McMurray here that pos- 
sibly the reason it was left out is that they couldn’t get clearance 
from the Agriculture Department. I am not certain of that. 

Representative DeaNnr. I questioned Secretary Benson when he ap- 
peared before our committee, but unfortunately we spent much of the 
time talking about farm policy in general, and not some of the basic 
needs, like housing. And he reasonably was not advised about the 
housing program, and, as I indicated in my statement, Mr. Farring- 
ton appeared before your committee, but we have nothing before ours. 
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The Cuarrman. Well, No: 1, I am in favor of having housing all 
under 1 roof in 1 place. And, secondly, I don’t know why we 
shouldn’t help the farmers on housing if we are going to help every- 
body else. 

Representative Drawer. Thank you, Senator. 

The Cuarrman. Thank you. It was nice to have you. 

Without objection we will place in the record at Senator Sparkman’s 
request a letter addressed to Senator Sparkman from the Institute 
of Farm Brokers. Likewise, without objection, we will place in the 
record a statement of James G. Patton, president of the National 
Farmers Union. 

(The documents referred to follow:) 


INSTITUTE OF FARM BROKERS 
OF THE NATIONAL ASSOCIATION OF REAL Estate BoAnrps, 
Chicago 8, 1ll., February 22, 1954. 


Dear SENATOR SPARKMAN: There are as many slums in in rural America as in 
the urban areas. All you have te do to prove this for yourself is to take an 
automobile ride on a back road or main highway. There is as great a need for 
improvement of rural housing as there is for slum clearance in the most run- 
down section of any big town in the Nation. 

This letter is to solicit your active support in obtaining legislation to improve 
rural housing. The answer is really simple—provision of credit for farm families 
who want to build better homes. 

In most of the towns of America an urban citizen can invest a few hundred 
dollars through the FHA or the VA and become the occupant of a decent house. 
Now President Eisenhower has urged even more liberal housing financing, but 
his recommendation did not include one word about financing homes for farmers. 
It is the rural family who gets no assistance whatsoever from existing housing 
let the proposition be completely one sided. Let’s amend this legislation to make 
it easier for farmers to obtain financing to build homes, 

The problem faced by a farmer who wants to build a better house is that he 
cannot find a lending agency to finance that house. The reason is that extra 
handling charges involved in such loans cut down the lender’s margin of profit 
so the lender puts the money out where it will bring the most return—to builders 
and buyers in urban areas. If the lenders could make as much profit by making 
loans to farmers they would be quick to do so. There is no reason FHA cannot 
guarantee loans for farm homes at present. It’s just that the lenders need 
inducement to make the loans. 

A simple little amendment to the President’s housing bill could have just that 
effect. It should provide for the FHA or some other governmental agency to 
subsidize rural home building to a limited extent, i. e., to the extent of paying 
lending agencies an additional 1 or 2 percent interest above the regular interest 
rate charged the borrower. This would equalize the cost of making loans to 
farmers and would encourage lending institutions to make loans for construction 
of rural housing. Don’t be afraid of the word “subsidized.” Just remember 
that every house built by FHA so far has been subsidized. It’s just a matter of 
extending the benefits to farmers. 

Another provision that would expedite clearance of our rural slums would be 
to provide for setting aside of small acreages and assuring a clear title to home 
sites on rural properties on which mortgages are outstanding. This would 
qualify the rural builder for a loan and would not endanger the securities of the 
existing mortgage holder. Already this is being done by some insurance com- 
panies financing properties in suburban areas. It should work equally as well in 
rural sections. 

Your support of such legislation would be greatly appreciated by the lending 
institutions of the country and by the farm people. It would be a patriotic 
service to your country. Thanking you for any consideration you may give 
my suggestions, I remain, 

Sincerely yours, 


B. E. GRANTHAM, 
First Vice President, National Institute of Farm Brokers. 


aewr ere us snag mMmwrroctrd ae ae at 


— eo oe —— ~~ oO ee re 


eee ee. et Oe i 





all 
we 
ry- 


in’s 
ute 
the 
nal 


s in 
an 
for 

‘un- 


ove 
lies 


red 
ise. 
but 
PTs. 
ing 
ake 


he 
tra 
ofit 
ers 
ing 
not 
2ed 


lat 

to 
ing 
est 

to 
ion 
er 


ne 
ld 
he 
m- 


ng 
tic 
ve 


ee 


asst 





HOUSING ACT OF 1954 409 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 
FINANCING FARM HOMES 


For decades there has been a growing realization of the importance of 
housing to the health and the social anc material well-being of people and a 
recognition that the public interest requires special ways and means of en- 
abling low-income groups to gain access to better housing facilities. For 
the most part, however, inadequate housing has been associated with city or 
urban dwellers from the public point of view. This apparently is just as 
true today as it was when major attention was first focused on the problem 
of providing adequate housing in the early thirties. Little thought is be- 
ing given to the rural housing situation now. The administration's program 
is deficient in the substantial neglect of the whole problem of rural housing. 
Yet the fact is that farm dwellings in general are inferior to those of urban 
families. 

A far greater percentage of farm families live in substandard homes than 
do urban families. Nationwide, 1 out of every 5 farm families live in a house 
so delapidated that it needs to be completely replaced or have major repairs. 
In contrast, only about 1 out of 20 urban homes are so classified. 

The Farmers Union recognized the need for financial assistance to both 
farm and city dwellers when the Housing Act of 1949 was passed by the Congress. 
The need still exists for further assistance to low-income families, with par- 
ticular emphasis on the low-income families on the farms of the Nation. The 
rural families who need housing credit of the type heretofore available through 
the Farmers’ Home Administration, pursuant to title V of the Housing Act of 1949 
can be divided into three groups. 

The first group is that of capable young farmers with little accumulated 
money or other resources who are finding it more and more difficult to meet the 
increasing capital requirements of farming. The increasing cost of operating 
essentials such as machinery, fertilizer, insecticides, and fuel, plus the lack 
of housing credit on terms geared to the income from farming, means that most 
of these families are destined to spend their most productive years in grossly 
inadequate homes. This period in most cases extends beyond the years of greatest 
family need—the years when children are in the home. 

The second group is made up of families who have been unable to obtain 
the credit needed to construct or make changes in existing service buildings 
which must be done if they are to keep pace with changing agricultural patterns. 
For example, for a family to shift successfully from a 1-crop system of farm- 
ing to a diversified program in which dairy cattle, beef cattle, swine, or 
poultry are included, or a combination of such enterprises requires adjustments 
in housing facilities. 

The third group are families living in rural areas but who because of 
inadequate land resources or other reasons are not engaged in farming on a full- 
time basis. Among the majority of these families, farming operations of a sub- 
sistence nature are carried on to supplement whatever income is earned from off- 
farm sources. Families of this type would be eligible for housing credit under 
title V of the Housing Act if the agricultural commodities produced for home use 
or sale have an annual gross value of at least $400 based on 1944 commodity 
prices. 

Before families may receive farm housing loans under this act, they must be 
farm owners, be unable to get a loan from conventional sources and lack the nec- 
essary capital to make the needed improvements. Although tenants and farm 
laborers are not eligible, owners may borrow to repair or build houses or other 
farm buildings for the use of tenants and farm laborers. 

The original act authorized appropriations of $275 million to be made avail- 
able for credit to rural families. Only about one-third of this amount was 
actually made available. The building material shortage held up the programs 
tor 2 years. The Farmers Union strongly urges that the balance of amount 
authorized under the original act be made available. 

The farm housing loan program has been embraced by rural families through- 
out the Nation. Inquiries and requests for loans began coming in weeks before 
funds were available at the inception of the program in 1949. More than 21,700 
written applications were made in local offices of the Farmers’ Home Adminis- 
tration between the date of the first loan, November 17, 1949, and June 30, 1950. 
Less than 4,000 loans were made during this period. This interest on the part 
of rural families has not subsided. The scope of the program has been limited 
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only by the funds available. During the 1953 fiscal year the demand for farm 
housing loans was so heavy that funds were exhausted in most States in the 
fall and early winter. Lending activity was suspended in February 1953 because 
applications from eligible families were far in excess of the funds available. 

; Families numbering 19,082 have benefited from the $94,356,000 of farm hous- 
ing funds that have been made available. With these funds they built or re- 
paired over 16,000 farm homes, almost 14,000 farm service buildings and 7,200 
water systems. 

The largest number of new homes have been constructed in the Southern 
States where the need is greatest. The average cash cost of the new homes 
was only $6,377, a relatively low figure because most families used materials 
produced locally and contributed to the building of the house with their 
own labor. The practicality of the program is illustrated in the many cases in 
which salvaged material and timber, sand, gravel, and stone came from the 
farm. The value of labor and material furnished by participating families av- 
eraged $650. 

Among the improvements made were additional rooms, new roofs, porches, 
steps, and repainting and installation of modern conveniences. Improvements 
in the form of modern conviences included running water in 1,235 homes, elec- 
tricity in 1,043, both fixtures in 1,171, hot-water heaters in 699, and central 
heating in 402. The average cost of repairs and improvements was only $2,711 
including $389 in labor and materials contributed by the families. 

Repayment on farm housing loans are scheduled by the Farmers’ Home 
Administration according to the amount advanced and the family’s ability to pay. 
The largest loans, those made for new construction, have been set up for periods 
of 20, 25, or 33 years, and the smaller loans, those made for repairs and im- 
provements, have been set up for 5, 10, or 15 years. As of January 31, 1953, 
95 percent of the borrowers had paid all that was due, and 28 percent had paid 
an average of $215 in advance of scheduled payments. Although none of the 
loans have matured, 877 have been repaid in full. About 150 of these loans were 
repaid when borrowers were able to obtain refinancing from banks or other 
conventional sources. 

The repayment record of these families is of particular significance when 
consideration is given to the fact that they did not have sufficient resources to 
meet the credit requirements of conventional lenders for a construction or im- 
provement loan. 

As can be readily seen, these families need only adequate credit on reasonable 
terms to demonstrate that they are good credit risks. 

We have accomplished marvels of production during the past years beginning 
with World War II. To bring about the orderly transition to a peacetime 
economy, we must maintain and increase this production. One of the ways to 
maintain and increase production is to make broad plans in the housing field. 
Where during the 10 years before the war an average of less than 275,000 nonfarm 
houses were built each year, we should not set a goal of over 1,500,000 houses a 
year, including farm and nonfarm units. Instead of investing about $1 billion 
a year in the building of housing, we must invest $7 or $8 billion a year. But 
such a program cannot be developed through timidity such as that displayed by 
those who fail to recognize the housing needs of our rural people. On the other 
hand, the type of rural housing program I visualize will be developed through 
new, bold measures. 

The kind of growth we need cannot all take place on credit supplied by private 
sources. Public funds are needed to raise the housing standards on the farm. 
Long-term loans at low interest rates, such as those provided for in title V of 
the Housing Act of 1949, are needed to stimulate the construction of housing 
for farmers and other low-income groups—who do not need subsidy, but who 
cannot obtain credit from private lenders. We cannot have a well-rounded 
housing program unless the credit needs of farm families are adequately met. 

The kind of public and farm housing program I am referring to creates a 
market for the products of private industry. I believe also that a comprehensive 
program of public housing will stimulate housing demands. These demands will 
in turn open a bigger market for private home builders. 

The effect of an adequate rural housing program in providing employment 
must not be overlooked. It has been estimated that 505 man-hours of skilled 
labor and 500 man-hours of unskilled labor, a total of 1,005 man-hours, is repre- 
sented in labor at the site for the complete construction of a house. While no 
estimate is available for the hours of labor in offsite construction or related 
activities in the building of a rural house, the figures available as a result of 
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the USHA urban program are significant. These show that the urban housing 
program requires 360 man-hours of direct labor for every $1,000 of development 
cost and 530 man-hours of indirect offsite labor for every $1,000 of development 
cost. 

The economic and social problems associated with inadequate housing or 20 
percent of our Nation’s farms are too great to be carelessly pushed aside. 

The idea that privation and hardship necessarily are a part of farmlife or 
that moral fibers are strengthened by such living standards was accepted during 
the settling of the country, but today farm families want and are entitled to the 
same conveniences that city people enjoy. 

Farm families of today no longer accept the idea that because they chose 
farming as a way of life they need to live in homes that are inconvenient, 
inadequate, and substandard. Government loan guaranties and insurance have 
encouraged private capital to finance improved housing for our city and urban 
families on a substantial scale. When private credit was not available direct 
Government loans have been provided. What farm families want and need is 
a like opportunity to finance farm buildings and improvements. 

There is no question as to the effectiveness of the farm housing program as 
it has been administered by the Farmers’ Home Administration. There is no 
question that this program has been a vitally essential part of our national 
housing program which has had as its objective the progressive improvement 
of our housing standards with the eventual realization of a decent home for 
every American family. 

The National Farmers Union urges that S. 2949 and H. R. 7902 recently intro- 
duced by Senator John Sparkman and Congressman Robert B. Jones, Jr., Bighth 
District, Alabama, to extend title V of the Housing Act of 1949 be given favor- 
able consideration in the hearings now being held. 


The Cuatrman. Our next witness is Mr. Henry G. Waltemade of 
the National Association of Real Estate Boards. Mr. Waltemade. 

Mr. Watremape. Good morning, Senator. 

The Cuamrman. You have a prepared statement, Mr. Waltemade, 
do you not? Do you prefer to have this placed in the record, or 
read it? 

Mr. Warremaper. I prefer to read it, Mr. Chairman, because there 
are some statements we would like to make in connection with it. 

The CrArrman. You may proceed in your own way. 


STATEMENT OF HENRY G. WALTEMADE, CHAIRMAN, REALTORS’ 
WASHINGTON COMMITTEE, NATIONAL ASSOCIATION OF REAL 
ESTATE BOARDS, ACCOMPANIED BY ALEXANDER SUMMER, 
NEWARK, N. J.; AND FRITZ B. BURNS, LOS ANGELES, CALIF. 


Mr. Watremape. Mr. Chairman and my Senator from New York, 
Senator Lehman 

The Cuatrman. You might identify the gentlemen at the table 
with you. 

Mr. Warremape. Mr. Alexander Summer is going to testify on 
part of this bill. Mr. Summer is past president of the National As- 
sociation of Real Estate Boards. He is from Newark, N. J., and a 
member of the President’s Advisory Committee on Housing. 

Mr. Fritz Burns is here, a realtor and builder from Los Angeles, 
peering also on behalf of the National Association of Real Estate 

oards and president of our Build America Better Council. 

Mr. Chairman, and members of the committee, I am Henry G. 
Waltemade, chairman of the realtors’ Washington committee of the 
National Association of Rea] Estate Boards. I am president-of Henry 
Waltemade, Inc., with offices in New York, a trustee of the Dollar Sav- 
ings Bank of the city of New York, the fifth largest savings bank in 
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the country, a director of the Manhattan Life Insurance Co., and a 
member of the real-estate mortgage committees of both institutions. I 
have been actively engaged in all phases of the real-estate industry for 
more than 30 years. 

The realtors’ Washington committee is the legislative committee 
of the National Association of Real Estate Boards. Our association 
consists of more than 51,500 realtors who are members of 1,151 local 
real-estate boards in all 48 States. 

We are more appreciative of this opportunity to present the views 
of our association with respect to the important housing legislation 
now before you. All of the subjects covered in the bill have been con- 
sidered from time to time by the national conventions of our associ- 
ation, and the views to be expressed and amendments proposed herein 
have been under study for several years. 

I have already introduced my associates who will testify with me, 
so I will skip that portion of my statement. 

Before proceeding to the FHA amendments, may I state that our 
association concurs generally in the objectives sought by this legis- 
lation. These objectives were appropriately characterized by the 
President in his housing message to the Congress, that “needed prog- 
ress can best be made by full and effective utilization of our competi- 
tive economy with its vast resources for building and financing homes 
for our people.” 

During the course of this testimony, we shall suggest certain amend- 
ments which we believe will improve the workability of certain 
FHA sections. 

The proposed amendments to the FHA mortgage insurance system 
substantially follow the recommendations of the President’s Advisory 
Committee, and unquestionably will make that system a far more 
effective device for the construction of new and acquisition and repair 
of existing housing for many people seeking adequate homes for 
their families. The bill recognizes the importance of modernizing 
and rehabilitating the thousands of homes which almost daily are 
withdrawn from the Nation’s inventory of acceptable housing because 
of needed repairs. 

The Cuamman. Do you care to be interrupted as you go along? 

Mr. Watremape. I don’t particularly object. Probably some of 
the things—— 

The Cuarrman. Are you going to make any recommendations one 
way or the other as to whether we ought to specify in this law the terms 
of the interest rate, period, or leave it up to the President to change 
at will? 

Mr. Watremape. No, we are making recommendations not to have 
the President change at will. 

The Cuairman. You are going to cover that in your testimony ? 

Mr. Wauremape. I am going to cover that, Mr. Chairman. 

The Cuarrman. You may proceed. 

Mr. Wauremape. The increzse in the maximum permitted mort- 
gage amounts as well as the permissible terms will greatly aid in ac- 
complishing the desired objectives. Also, the proposals for eliminat- 
ing differences in the terms of the debentures offered in payment of 
the insurance and in allowances of foreclosure costs applicable to cer- 
tain sections of the National Housing Act will materially assist in 
meeting these objectives. 
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The increase in the maximum mortgage limits and maturity for 
section 203 loans, and the increase in limits for section 207 loans will 
bring both of these important sections closer to the broad market 
coverage role they were intended to play when first enacted in 1934. 
The Federal Housing Administration is a self-supporting operation 
and the benefits of the insurance system should be distributed as widely 
as possible. Also, the wider range of its activity increases opportuni- 
ties to distribute risk and thus improve the stability of the system. 

However, we note that the amendment to section 207 would extend 
that section to existing construction located in slum or blighted areas, 
as defined in the act, provided that part of the loan is used for repair 
and rehabilitation as the FHA may require. “Slum or blighted area” 
is a rather restricted term while section 220, which for all practical 
purposes is a more liberal section 207, is not so restricted because it is 
applicable to designated urban renewal areas. It is very likely that 
people relocated from urban renewal areas may desire Nsonalnia out- 
side such areas which may not necessarily be “slum or blighted” areas. 
We believe that it would be essential not to restrict the application 
of section 207 to existing housing in such areas, but to permit the 
Commissioner to apply the section to particular structures without 
requiring that the structures be located in a “slum or blighted area.” 
This could be accomplished by deieting lines 18 and 19 on page 10 
of the bill. 

The availability of sections 207 and 220 for existing housing on the 
same basis as new construction will help increase the availability of 
considerable adequate rental housing for families of low and moderate 
income. For obvious reasons satisfaction of total housing demands 
sannot be met entirely by new construction. Adoption of this pro- 
vision will underscore FHA’s service to the whole mortgage market, 
not just a part of it. Repair and rehabilitation of existing housing will 
likewise be stimulated by this recommended approach to the insur- 
ance of loans on existing dwellings, and thus prevent creation of 
slums at their source. 

While the section 8, title I, loan insurance authority is to be termi- 
nated because of the liberalized section 203 program, there is nothing 
in the latter section which insures that the section 8 authority will be 
duplicated therein. Perhaps the committee might wish to clarify 
the intent of the Congress in this respect so that FHA will make cer- 
tain exceptions from its minimum construction requirements for 
housing normally financed under this section, and, if necessary, au- 
thorize a service charge to compensate for additional costs of making 
and servicing small loans. There is ample authority for this, and both 
of these factors are now part of the title I, section 8, loan authority. 

We also recommend that the mortgage limits for this type of hous- 
ing should be $7,600, the same limit which we are recommending for 
section 221. 

In order to maintain stability in the home-building market we urge 
an amendment whereby outstanding FHA commitments on the day 
of enactment of this bill would be able to take advantage of the changes 
in the maximum limits, permissible terms, and ratios of loan to value 
provided in this legislation. 

The Cuatrman. Will you yield for just one moment there? Read 
that paragraph again. 
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Mr. Watemape. In order to maintain stability in the home-build- 
ing market we urge an amendment whereby outstanding FHA com- 
mitments on the day of enactment of this bill would be able to take 
advantage of the changes in the maximum limits, permissible terms, 
and ratios of loan to value provided in this legislation. 

I might say, Mr. Chairman, that I would like to be most emphatic 
about this portion of the recommendation. At the present time there 
is somewhat of a standstill in construction jobs. Everyone is waiting 
the outcome of this new housing bill, fearful of signing up under 
the present limits of the existing housing bill. 

The Cuarrman. For fear they would get better terms later, you 
mean ¢ 

Mr. Watremape. That’s correct. And one way of creating a build- 
ing depression is something like this, where they know they have to 
wait. And it is the inability to know what is going to come in the 
new bill, whereby, if they know that, if they go ahead now, if there 
are any favorable changes in the new bill, they will be favored with 
those changes, and that will prevent them from standing by and 
waiting until the new prices are adopted. 

The Cuatrman. Well, I think it makes sense to me that if we are 
going to do it, even if anyone at the moment is figuring on buying 
a house at the same terms as someone may get it 60 days from now. 

Mr. Wavremape. That is our feeling, Mr. Chairman. 

The Cuarman. I think it makes sense. The taxpayers of the 
United States ought to have that advantage. 

Mr. Watremape. Before leaving sections 203 and 207 it is noted 
that the proposed max'mum mortgage limits and ratios of loan to 
value “illpo into effect not upon enactment of this bill but upon the 
exercise of discretionary authority by the President. Such authority, 
even when exercised, may not result in the increase in these mortgage 
amounts to their maximum limits. In the interest of long-range 
stability for the home building and marketing industry our associa- 
tion believes that the objectives of the bill would be better served by 
making the date of enactment the effective date of these new limits. 

And that, too, is somewhat answered by my previous explanations 
of the previous paragraph. There, too, the builders would be waiting 
always for more favorable terms and the possibility of the President 
declaring additional limits effective. Where the Congress intends to 
give FHA the opportunity of increasing these let us do it upon the 
enactment of the bill and not keep the thing in such an unstable and 
unsteady situation. 

With respect to cooperative projects under section 213 we suggest 
that the FHA could materially assist this program by permitting 
developers to start construction pursuant to firm commitments under 
section 207 and later change the commitments to section 213. We 
believe this is desirable because probably the greatest obstacle to 
acme started on a section 213 project is the impracticability of 

ringing 90 percent of the members of the proposed cooperative into 
agreement while the project is in the planning — e feel this 
could be accomplished administratively, and respectfully suggest that 


an expression on this point might well be inserted in the commit- 
tee report. 

I might say here that we all know that some abuses have developed 
in the attempt to get the 90 percent of the proposed purchasers signed 
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up, because we know there are no commitments inside this section 213 
unless 90 percent have been signed up on the planning stage. The 
type of people, the small-income people, with small resources, are 
rather reluctant to sign up for something in the planning stage. 
They like to see the finished product. The FHA and the lending 
institutions that finally make this loan, it would not be put at a dis- 
advantage, because commencing under section 207, the minimum 
property requirements are higher standards than the section 213, so 
that if they converted to section 213-—— 

The Cuatrman. What is there against it? Why shouldn’t it be 
that way? What good reason is there for not being that way ? 

Mr. Wauremapve. The FHA just refuses to do it. 

The Cuairman. I know they do. But what good reason is there 
for it? 

Mr. WatremMape. We can’t see it, because it was the other way 
along, yes, there would be a good reason, because section 213, the 
minimum property requirements and standards are less than section 
207’s. I can see that, because you build a section 213 and try to 
switch to section 207, but in reverse—— 

The Cuarreman. We'll find out from FHA why their regulation 
reads as it does. There must be some reason for it. 

(The information requested follows :) 


MortTeGace INSURANCE UNDER SecTion 213 ror Hovstne WitH Section 207 
COMMITMENTS 


A proposal has been submitted to the Banking and Currency Committee which 
would permit a builder of a multifamily rental project having a mortgage- 
insurance commitment under section 207, to sell the project after start of con- 
struction or after completion to a nonprofit cooperative corporation, and to 
finance such sale with the benefit of mortgage insurance under section 213. 

This proposal is unsound. 

At present, a mortgage to finance the construction of multifamily rental 
project, insured under section 207 of the National Housing Act, is limited (except 
as to special situations) to an amount not to exceed 80 percent of the estimated 
value of the project. In contrast, section 213, which authorizes the insurance 
of mortgages to finance the construction of cooperative housing projects has 
more liberal provisions with regard to maximum mortgage amounts. It permits 
mortgages up to 90 percent of the estimated value of the property, and in the 
case of a cooperative to be predominantly occupied by veterans, a 95-percent 
mortgage is permissible. This more liberal maximum mortgage amount was 
enacted to encourage the construction of dwellings for middle-income families 
acting cooperatively to reduce some of the builder’s profits arising from some 
of the risks inherent in a project to be rented after completion. To assure that 
a cooperative project would be financially feasible through being fully occupied 
upon completion, the FHA requires the applicants for section 213 mortgage 
insurance to show by executed agreements, prior to construction, that there 
are sufficient prospective participants to occupy 90 percent of the planned units 
before the issuance of any firm commitment by the FHA. This requirement also 
results in the development of plans for sufficiently desirable units to interest 
enough persons in the cooperative venture. It is doubtful whether the proposal 
under consideration would result either in a reduction of building costs or in 
more desirable dwelling units. 

Also, operative builders who under a section 207 mortgage had a substantial 
equity interest and who were therefore interested in building a better-than- 
minimum structure would no longer have this incentive if it were possible to 
obtain after the start of construction or after completion the return of their 
entire investment. 

More important, however, is the fact that the concept of section 213 was to 
encourage nonprofit cooperative groups to construct desirable dwellings at a 
reduced cost by eliminating some of the construction costs and profits. The sale 
by the operative builder to a nonprofit corporation after the start of construc- 
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tion or after completion of the structure or structures, would result in the Gov- 
ernment assuming a greater risk without encouraging the desirable savings to the 
home tenant or purchaser. 

Senator Leuman. Would you put any time limit on the authority 
to make the change from sections 207 to 213? 

Mr. Wauremape. I don’t think it would be necessary, Senator 
Lehman, for the reason that it would have to be done immediately 
upon completion of the project, because they would want the financing, 
so they would have to elect whether they are going to continue under 
section 207 or revert to section 213. So, I think the time limit would 
be unnecessary, because it would be just for the duration of the con- 
struction of the project. 

We recommend that mortgage commitments under section 213 con- 
tinue to be based upon percentage “of the amount which the Com- 
missioner estimates will be the replacement cost of the property or 
project when the proposed improvements are completed.” In the 
proposed amendments the criterion would be changed to “estimated 
value” which, because of the establishment of FHA valuation regula- 
tions, would lead to confusion and possible impediment of cooperative 
housing projects. 

I might say there is no other way as we see it, of evaluating a coop- 
erative project, other than by the replacement cost, because certainly 
you can’t capitalize the value of a cooperative, unlike an income- 
producing property under section 207, because the changes per month 
are based upon the actual costs of the cooperative project. So, really, 
I don’t see how it could be workable, other than accepted value of 
replacement cost. 

The proposed section 220 is essential to the success of the urban 
renewal provisions of the bill. We cannot overemphasize the im- 
portance of its enactment to the fulfillment of the broad objectives of 
this bill. Mr. Fritz Burns, chairman of our Build America Better 
Council, will discuss section 220 further in his testimony on the urban 
renewal provisions of the bill. 

We are pleased to add our endorsement to section 221 which pro- 
vides for 100-percent mortgage insurance with 40-year maturities for 
housing persons “displaced by governmental action” such as slum 
demolition, urban renewal, condemnation for reasons of health, et 
cetera. However, we believe that the $7,000 mortgage limit may very 
likely preclude the use of this section in many of the urban areas where 
the need is greatest. We recommend, therefore, that the limits be 
increased to $7,600 with authority for the FHA Commissioner to in- 
crease the limit up to an additional $1,000 in high-cost areas. We 
respectfully invite the committee’s attention to the recommendations 
of the President’s Advisory Committee which sets forth these sug- 
gested limits. 

We see in section 221 for the first time a recognition by Government 
of this device for meeting the housing needs of low-income people by 
helping them to become howeowners. We believe it is better to assist 
these families to own their homes than to try to make them tenants of 
subsidized Government-owned housing. 

Homes acquired under this section may carry a mortgage with a 
maturity period as long as 40 years. These homes will also be paying 
full local taxes for that 40 years, unlike public housing for which 
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the Federal Government is pledged to pay subsidies for 40 years 
and which housing during that period does not pay normal local taxes. 

In this connection, Mr. Chairman, I would like to say that that much 
has been said in the press and publicly, that this section could not 
apply in the areas such as Senator Lehman and I are. familiar with 
in New York City and other metropolitan areas. I say it could under 
our recommendation, where the FHA Commissioner would be per- 
mitted to go up to $8,600. And I am thinking now particularly of 
the northeast Bronx, where I come from, in a project that was pro- 
posed by the New York City Housing Authority, Kingsland Houses, 
and there the land value, and the land value varied between 16 and 40 
cents per square foot. This project has been withdrawn because of 
the overwhelming objection of the property owners and the tenants 
in that particular area. It is a small-home community. There is a 
location where this section 221 could definitely be constructed. 

Another section is now before the board of estimate, the Castle Hill 
Houses, and there, too, is a private-home community, where the city 
housing authority is proposing the so-called Castle Hill Houses. 
There it is the nearly unanimous—as a matter of fact, in a hearing 
before the planning commission only 4 witnesses testified on behalf 
of it, and 450 saint opposed it. Nevertheless, the planning commis- 
sion, after 4 minutes, unanimously approved the Castle Hill Houses. 
The next day it was before the board of estimate, but because of the 
almost unanimous objection, they put it over for 2 weeks. And there, 
too, because this location was originally a quonset-hut development for 
veterans there, the average land costs about 40 cents, and I am 
familiar with that, because I appraised that for the New York Hous- 
ing Authority at that time. 

We see here an opportunity for the small individual to build not 
only a small financial equity, but to give him a moral equity. 

In public housing, as we know, everything is done for the people 
who live in public housing. Here they would be in row houses. They 
would have a little garden, a place in the back, they could cut their 
own grass and plant their own flowers. They have children, and 
probably they would be thrown on the street and gradually become 
juvenile delinquents, where we are suffering from that to a great 
extent in New York City right now, unfortunately. They could have 
chores to do. They would have pets, which they can’t have in large 
projects. They have a place to sit outside. Most all of these people 
are mechanically inclined. They can take care of the necessary main- 
tenance of ahome. Today, in a public housing authority project they 
are not permitted to do that.. Mr. Summer cited a case yesterday in 
the House hearing where a tenant in the public-housing authority was 
prohibited from papering the wall, because they weren’t allowed to 
paper the wall, although he could do it and was going to pay for his 
own paper. 

Home owners have the opportunity of using their own hands, and 
they have a stake in America, and above all, I think, too, this must be 
considered, because a lot of our municipalities are facing municipal 
insolvency if this thing is going to continue—— 

The Cuatrman. If you will yield a moment, I agree 100 percent. 
I have been recommending this for a long time and have been talking 
about it, and I think it is the proper thing. Just one big question 
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mark is in my mind. I would like to ask you this question: Do you 
think if we put this in the law that the builders and the mortgage 
buyers will do the job? 

fr. Wavremape. Mr. Chairman—— 

The CHarrman. Or do you think it will just be an empty gesture 
on the part of the Government and auvedy will build the houses 
und nobody will buy the mortgages ? 

Mr. Wauremape. Mr. Chairman, we definitely believe that it would 
work. We know the builders will build it because builders will build 
anything that there is a market to build, and if there is no market, 
and we are getting to the saturation point of the top-level apartments, 
they are going to build where there is a market for it. If we did not 
believe this would work, we wouldn’t come in and recommend it. 

The Cuarrman. That is the point. I don’t want to be a party to an 
empty gesture, writing this in the bill. I am a great booster of 
this idea, and in fact I have been talking about it for 2 or 3 years. 
There is nothing new, in my mind, about it. But the question is, 
Will the builders build the houses, and will the mortgage buyers buy 
them? Can we have any assurance of that? Is there any way we 
can make sure it is not just an empty gesture? 

Mr. Wauremape. Before I ask Mr. Burns, who is a builder of low- 
cost housing on the west coast and has built them by the thousands, 
I might say this: There is nothing wrong with 100-percent mortgages. 
There is no reason in the world if these houses are built that the insti- 
tutions won’t finance them with FHA guaranties, because they are 
buying a Government guaranty, what they have been doing right 
along with FHA and the GI mortgage. So, irrespective of what others 
say to the contrary, I am of the firm belief that institutions will buy 
these mortgages when they are available. And I say one depends 
upon the other. The builders will build them, the financing will be 
there, and certainly if the financing is there—— 

The Cuatrrman. Mr. Waltemade, if this becomes a law—I am cer- 
tainly going to vote for it, because I have been boosting it for a long 
while—I think it is one of the answers to public housing. I think 
it is much better than public housing. 

Your face is going to be awfully red a couple of years from now if 
it doesn’t work out. 

Mr. Wavremape. We will take our chances, Mr. Chairman. 

The Cuarrman. I am going to vote for it, too, and I will take your 
word for it, that we will really get the job done. 

Some people have said this is purely a gesture, that nothing will 
happen, that it will just be a nice thing written into the law and 
nobody will buy the mortgages and nobody will build the houses. 
Now we have your assurance, and we are going to have the assurance 
of others, other witnesses here, that are in a position to give it. We 
will really put our shoulders to the wheel and get the job done. 

Mr. Wauremape. Both of my associates here would like to speak 
to it. Iam going to ask Mr. Burns to answer that question of whether 
a builder would go into that. 

Mr. Burns. Mr. Chairman and gentlemen of the committee, it has 
been my observation—of course, I might be a little bit overconcen- 
trated with a California complex, but I don’t believe so, because I 
have gotten around the country a good deal in the last 12 or 14 
months. The emphasis in the building right now, among the build- 
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ing fraternity, has been on the low-cost house. There are certain 
problem areas from which probably some negative thinking emanates, 
but by and large, on the entire west coast, all through the South, 
in the South Central States, and in the Southern States, and even 
on Long Island, I have seen houses that were under $10,000. And 
in many areas as low as $6,500. ; 

I stated yesterday that in the Los Angeles Times, as of last Sunday, 
there were 8 sizable advertisements in the real-estate section of houses 
that are selling for from $7,500 to $8,500. 

Now, that is including the lot. And, as Mr. Waltemade says, the 
builders do build for a market, and they are enthusiastic about that 
market. I don’t think we will have any trouble getting the houses. 

The Cuatrman. What this means now is when you move these people 
out of the slums and blighted areas that you are going to build these 
houses for $7,600 or a thousand more. That you recommend we 
write that into the bill, with no downpayment and 40-year terms, and 
the people who will buy those are the rome that are now living in 
slums, or would live in public housing if this sort of a facility were 
not available. 

I think it is so much better to build individual units for these 
people, and let them be paying upon the house, let them have the 
pride of ownership, let them live out in the country where they can 
get fresh air, rather than in these high buildings, where they are living 
up 10 or 20 floors, or maybe more. 

I think it is in the best interests of the people of the United States. 
If it will work, to me it is a grand thing. And it will work, provid- 
ing you fellows will buy the mortgages and you builders will build 
them. 

Mr. Summer. Mr. Chairman, if I may make a comment, it is a matter 
of statistics that family formations in this country, until 1957, are 
taking a downward drop, which obviously indicates that the volume 
of new construction for conventional housing must also decrease in 
volume. 

There are many building organizations in the country that I don’t 
think intend to go out of business, and builders have shown resource- 
fulness in being able to get into a field, wherever there is a demand, 
and where there is adequate mortgage financing. 

It is true that in the beginning Toon may be some institutions—— 

The Cuarrman. The builders, I think, will build them if they can 
sell their mortgages. Do you think they can sell their mortgages? 

Mr. Summer. I think in the beginning they may be spotty. The 
lending ability may be spotty, in that 

The Cuatrman. What was the testimony of the mortgage bankers 
the other day on this? If I remember correctly they weren't very 
enthusiastic about it. 

Mr. Summer. The insurance companies aren’t, either. 

The Cuatrman. That is the point. You, the builders, are enthu- 
siastic about it. I am enthusiastic about it. The mortgage bankers, 
and the insurance companies, that. have to buy these mortgages don’t 
seem to be enthusiastic. 

Mr. Summer. If you will examine the record, sir, you will find the 
same groups were not enthusiastic about the 100-percent veterans’ 
loans, and the same groups or some of those groups were not enthu- 
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siastic about FHA when it first came into being, but all of them, if 
that is where the market is, eventually came into the field, and that 
is why we feel also that a workable secondary mortgage facility, a 
discount facility should be available. 

Mr. Leuman. Mr. Waltemade, you propose to increase the limit 
from $7,000 to $7,800, and give the Commissioner the further dis- 
cretionary power to raise it to $8,600 in certain areas. 

Mr. Watremape. High-cost areas; yes, sir. 

Senator Lenman. Yes. Is that figure of $8,600 purely arbitrary, 
or is it based upon any survey or study that would indicate that it 
is correct ? 

Mr. Waremapr. Well, we didn’t just take that out of the wind. 
We had the advice of builders, such as Mr. Burns here, who have built 
them. 

I might say, Senator Lehman, that the typical house in the new- 
home transaction of 203 in 1952, the medium mortgage insured there 
was $8,273, including those in the higher bracket and the lower 
bracket. So $8,200 would still be less than what we are proposing, 
which is $8,600, in these areas. So we think that is a fair amount. 
We wouldn’t want to see it any higher than that. I think that will 
cover it. 

The Cuarrman. You gentlemen recommend this very, very enthu- 
siastically, and I am enthusiastic about it, too, if it will work. But 
Mr. Clarke, representing the National Mortgage Bankers, says: 

Further, the proposed section 221 for the National Housing Act, calling for a 
loan with no downpayment-——except for closing costs—and a 40-year maturity, 
seems to us to represent even further this kind of retrogression. We do not 
believe this proposed section is necessary, in the light of the generous maximum 
terms to be provided for the basic FHA operation. We doubt that it will prove 
attractive to private lenders even with the proposed increased assumption of risk 
by the Government. We know that it will add to the complexity and cost of 
the administration of FHA. 

Mr. Wattemape. When FHA first started in, the National Asso- 
ciation of Real Estate Boards was one of the first proponents of the 
real-estate system, and as a result of that a great many of the mort- 
gage bankers seceded from the national association and formed the 
Mortgage Bankers Association because they were absolutely against 
FHA. Today, practically all of the mortgage bankers know nothing 
else except FHA, know nothing about conventional loans. So they 
have changed their minds. 

The Cuatrman. You think, in spite of their resistance at the mo- 
ment, and the testimony I just read, that you can get the job done if 
we give you the legislation ? 

r. Watremape. In my own insurance company, we are taking 
100-percent loans and we will continue to do so. 

The Cuarrman. You think this picture at the moment will be 
overcome, this resistance? 

Mr. Wauremape. I do. 

Mr. Summer. I believe, Mr. Chairman, it may be necessary in cer- 
tain parts of the country to have available standby facilities, truly 
secondary. 

The CuatrmMan. You are talking about FNMA? 

Mr. Summer. I am talking about proposed FNMA. I want to talk 
ahout something else that is essential. We are primarily interested in 
removing and clearing slums. 
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One of the recommendations has been that in the case of resale of 
one of these properties—and I am speaking now to prevent abuses, 
and to avoid discrediting the entire program—is that the mortgage 
would upon resale become due and payable and it would be up to the 
new purchaser to refinance through conventional channels, either 
FHA or otherwise, and I think that is very important. But inas- 
much as they are designed to house people for relocation purposes 
and it is on a program basis, it is important that we close every loop- 
hole possible to see that it is used for that purpose. 

The Crarrman. Let me say this: It only has one virtue, and that 
is to help to eliminate, as far as possible, public housing, and to permit 
these people with these extremely low incomes to become homeowners. 

Mr. Summer. That is right. 

The Cuarrman. As I said yesterday, in America the man living in 
the slums today, tomorrow may have a big income. Ten or twenty 

ears from now he may be in the United States Congress or he may 
Som alot of money. The fellow that is up today may be back in the 
slums 20 years from now. So you have this up and down in America. 
All the time you have it. 

This provision has actually no merit at all, no virtue at all, unless 
it will take the people out of the slums and blighted areas, you see, 
and give them an opportunity to own their own home. Get them 
out in the country, away from the city. If it doesn’t do that, it has 
absolutely no merit. I don’t want to be a party now to passing it, and 
then making the people believe they are going to get something and 
then wake up here a year or 2 years from now and find that the 
builders won’t build them and the bankers won’t finance them. 

Mr. Summer. Mr. Chairman, there is another very important point: 
FHA limitations are maximums. That means there is nothing to 
prevent an institution offering to make a 30-year loan, which makes 
a difference of approximately 50 cents per month, and there are many 
cases where there will be 30-year loans, and FHA isn’t compelled to 
make a 40-year loan. 

And secondly, we don’t want to forget this: One of the greatest 
problems is minority housing and we have found in our studies that a 
great substantial percentage of minority groups who must be relo- 
cated are not necessarily those in the lowest income, and they, today, 
do not have a facility for adequate housing, and this provides them 
also with a facility. 

The Cuatrman. What I like about this also, is that in public hous- 
ing you move in with a certain income and if your income goes up you 
have to get out. It is that shifting and moving around. Under this 
system, if it will work, one can buy his home, start paying for it on 
very small monthly payments. 

Many of them will fail, no doubt. Many of them will succeed. 
But I think it would be less costly to the American taxpayer, even 
if a third of them failed or a half, than public housing, and I am cer- 
tain it is much better for people to live in this sort of unit than it is 
to live in a big public-housing unit. I am enthusiastic about it if 
you gentlemen will make it work. 

Mr. Summer. As I say, it doesn’t have to be a 40-year loan. That 
isthe maximum. And there is such a thing, that Mr. Waltemade may 
discuss, that we can’t overemphasize: That is the moral equity. You 
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give these people a chance to do something with their hands, plant a 
shrub, and that woman isn’t going to walk away from that equity. 

The Crarman. I think it ought to work in a fine way in small 
cities, cities of 250,000 or less. To me it ought to work beautifully. 
If we can only get them financed. 

Mr. Sumner. It will work in Staten Island, N. Y., too. 

The Cuarrman. I think the problems will be less. 

Senator Lenman. I don’t think I understood your suggestion for 
this safeguarding provision in the event of a resale of these houses. 

Mr. Summer. In order to prevent abuses, Senator, so that these 
aren’t built for one purpose, and someone who is being relocated moves 
in, and then 2 months later sells it to someone else, so that that person 
who is not being relocated has the benefit of this type of financing. 
We on the Eisenhower committee have recommended that in case of 
resale the mortgage then becomes due. By that I mean the new pur- 
chaser must refinance and not take advantage of the type of financing 
designed to help those who are being relocated. It is a suggestion to 
avoid circumventing the intent and purpose of this type of housing. 

Senator Lenman. I think the suggestion is a very interesting one, 
but wouldn’t it pretty effectively block the resale of a house ? 

Mr. Summer. No; it would not, because under section 220, the meth- 
ods of financing are such that a person who has a fair income can 
qualify under section 220 and borrow, on this type of house, up to 
95 percent from an institution guaranteed by the FHA up to 95 per- 
cent. So that the practical effect of it would be, instead of it being 
100-percent mortgage in case of resale, it would then become a 95-per- 
cent mortgage and would not result in circumventing the intents of 
the act. But actually it doesn’t create a general hardship. It is 
intended to prevent deliberate abuses. 

Mr. Watremape. Mr. Chairman, as to long-term maturities, we 
know now conventional loans on private homes are going from 20 to 30 
years, so certainly with the guaranty there should be no objection to 
the 30- or 40-year maturities. 

The CHarrman. I just wanted to make sure that we are all going to 
put a shoulders to the wheel and make it work, if the Congress passes 
the law. 

Mr. Watremape. There are two little gimmicks in that, Senator, 
that I would like to call your attention to that we think ought to be 
removed from the bill so it will prevent abuses by the housing au- 
thority. 

Section 220, bottom of page 18 of the bil] and top of 20, there 
it would permit State instrumentalities to borrow up to $50 million, 
and they could take the entire funds and use them for housing author- 
ity purposes, under that. And in section 221, pages 27, 28 of the bill, 
lines 14 to 25; and page 27, line 1 to 5 should be deleted—that is $5 mil- 
lion. 

Maybe it wouldn’t happen in the New York City Housing Authority, 
when Mr. McMurray gets up there, but we certainly think they should 
be deleted, because that certainly could abuse the entire thing and it 
would not be the intent of that section of the act. 

Our association is pleased to note that the provision for open-end 
mortgages is contained in the bill—— 
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Senator Douvenas. Mr. Waltemade, I want to ask a question: In 
the preceding sentence you speak of public housing not paying any 
taxes. What would you say about this 10 percent of shelter rent in 
lieu of taxes? 

Mr. Watremave. In making my statement I changed that to “nor- 
mal” local taxes. 

The CHairRMAN. In its present form, this does not give a full state- 
ment of the truth 

Senator Doveras, I mean they pay 10 percent of shelter rent in 
lieu of taxes. 

Mr. Warremape. That is correct, but that is not anywhere near the 
full normal taxes. 

Senator Dovenias. You say there they do not pay local taxes and 
they do have 

Mr. Watremape. I think the stenographer will note I have inserted 
“normal” local taxes. 

Senator Dovenas. In the copy that I have it says, “does not pay 
local taxes.” 

Mr. Wactremape. That should be “normal” local taxes. 

Mr. Summer. Thank you, Senator, for bringing that up. 

Mr. WacteMabe. Our association is pleased to note that provision 
for the open-end mortgage is contained in the bill. With sympathetic 
administration of this section, we are confident that considerable divi- 
dends will be apparent in future years in rehabilitation, modernization 
and expansion of existing housing. However, in reading this section 
we note that there is no limit to the amount of the advance, unless it 
is to be fixed by regulation. 

We recommend, therefore, that the proposed section 224 be amended 
so as to limit the advance or advances to an amount which, when 
added to the unpaid principal balance due on the mortgage at the time 
of application, would not exceed the original principal obligation of 
the mortgage. 

The CuarrMan., I think that is a good suggestion. 

Mr. Watremapg. Thank you. 

Before leaving the FHA part of this bill, our association respect- 
fully invites the committee’s attention to recommendations No. 11 and 
No. 12 of the President’s Advisory Committee on Housing. They are: 

11. An objective and independent long-range study of prospective foreclosure 
and loss experience of the Federal Housing Administration’s insurance programs 
should be made. 

12. An objective and independent long-range study of probable losses on Vet- 
erans’ Administration guaranteed loans should be made. 

We urge that such long-range studies be undertaken and that ap- 
propriate authority and direction for these be contained in the bill. 

Title II of the bill might best be divided into two parts for the 
purpose of this presentation. First, the title would place in the Presi- 
dent authority to adjust the interest rates on FHA-insured and VA- 
guaranteed mortgages. The maximum rates would be established 
from time to time to reflect market conditions, thereby assuring a 
better flow of mortgage money throughout the country. The interest 
rates would be established by the President at different levels for dif- 
ferent classes of mortgages, and such levels could not exceed the 
average market yields on Federal marketable bonds having a remain- 
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ing maturity of 15 years or longer by more than 24% percent. The 
market yield for such Government obligations at present is running 
in the area of 214 percent. 

Senator Doveras. Are you proposing, then, that Congress give up 
its statutory power to fix maximum interest rates ¢ 

Mr. Wauremape. Under the bill now, Congress has delegated that 
authority to the President. 

Senator Dovetas. I mean you favor Congress giving up its statutory 
power, and turning this over to the President ? 

Mr. Waxremape. No; we do not. On our next paragraph we will 
clarify that position, Senator. I think that might answer your ques- 
tion, if you will. 

We applaud the objectives sought in this part of title II, but respect- 
fully recommend that the committee substitute the recommendations 
of the President’s Advisory Committee on Housing, which called for 
the creation of a committee empowered and directed to review con- 
stantly the demand and supply of funds for home mortgages in all 
parts of the country and, from time to time, to confirm or revise by 
majority vote the maximum interest rates on FHA and VA mortgage 
loans not to exceed the formula set forth in this bill. This committee 
would consist of: (1) The Administrator of the Housing and Home 
Finance Agency—who shall be the chairman, (2) the Chairman of the 
Home Loan Bank Board, (3) the Commissioner of the Federal Hous- 
ing Administration, (4) the Assistant Deputy Administrator for Loan 
Guaranty of the Veterans’ Administration, (5) the Chairman of the 
Board of Governors of the Federal Reserve System, and (6) the Sec- 
retary of the Treasury. 

We sincerely believe this to be a far more effective method for ac- 
complishing the necessary flexibility. At the same time it would 
avoid the directing of pressure toward the President or any single 
Government official who might be delegated the task of reaching a 
decision. 

The Cuamman. Will you yield just a moment? I might say for 
the benefit of the record and also of the other Senators, that we have 
had testimony strongly urging that the Congress write a specific in- 
terest rate, and terms, into the bill, prohibiting any change, except by 
Congress. 

Senator Doveias. Except by Congress? 

The Coamman. Except by Congress. 

Then, we have had testimony such as this, recommending that we 
take it out of the hands of the President and put in under control of 
a board of five. Then, the legislation, as introduced, gives the 
President the right to change the interest rates and terms, as he sees 
fit, within certain maximum limitations. 

Senator Doveras. I understand the witness, while disagreeing with 
specifically granting power to the President, nevertheless, believes it 
should be taken from Congress and put into the hands of this board— 
an ex officio board. 

Mr. Waurtemape. That is correct, sir. 

Senator Doveias. And you seem to think that the interest rate— 
although you do not directly say so, you mention that the market rate 
for governmental, long-term, 15 years or longer, is about 214 percent— 
and then you propose—— 

Mr. Watremape. A 214-percent differential. 
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Senator Dovenas. Or 5-percent-interest rate. 

Mr. Wauremape. As a maximum, sir, depending on the Government 
bond rate. 

Senator Doveras. I know, but our experience with these maximum 
provisions, when given to advisory boards, is that the maximum sub- 
sequently becomes the prevailing rate. 

Mr. Watremape. May I say we all know in our experience, Senator, 
that in the past year when the interest-rate question was so prevalent, 
both on the FHA and GI, before they were increased, it is true we had 
a fixed maximum rate, but we all know that, in effect, the rate was 
higher because we had the abuses of the discounts; and then, again, 
on the other hand, when there was the fixed maximum rate, without 
the flexibility and when money was plentiful for section 608’s, they 
were paying 105 and 106, whereby this rate should have been lower 
at that time to prevent the abuses of getting the 105 and 106 premiums, 
and at the same time where only a few months later and still today 
is somewhat at a discount. 

The Cuarman. Let me ask you this: Why do you like the 5-man 
Board better when the 5-man Board is really the President? I mean 
the President appoints them; they are appointed subject to his wishes. 
If you gave it to the President, as this bill recommends, he possibly 
would depend upon these people anyway. 

Just what advantage is there in having the 5-man Board, rather 
than the President, when the 5 men, for all practical purposes, are the 
President? In other words, the Chairman of the Board of Governors 
of the Federal Reserve System is appointed by the President. The 
Secretary of the Treasury is appointed by the President—all.of them 
are. They are going to follow his wishes, are they not? 

Mr. Summer. Yes, sir. But this is the practical application of it. 
We have in the money economy 

The Cuarrman. I am not being critical. 

Mr. Sumner. I think I can explain the reasoning behind it. 

In our money economy there is need on the part of the Government 
for financing; there is need by industry for commercial paper; and 
there is mortgage financing, among others, and municipal financing. 
The mortgage funds play a part in that entire economy. Five years 
ago they were the favorite child. They were taking or using an 

unreasonable portion of the money available at the time, which com- 
plicated Federal financing. A year ago the reverse was true. Now, 
at a time that the authorization, the legal maximums, established by 
Congress were higher than the FHA Commissioner permitted, as a 
maximum, at a time when money was scarce, the same was true in 
VA. So they did not go to the authorized legal banks. Yet the 
reason for it was that there was pressure from the Secretary of the 
Treasury that there was difliculty in financing Government bonds. 

So the purpose of having these people sit around, regularly, is two- 
fold: No. 1, so that mortgages maintain a proper place in the money 
economy ; so that they neither suffer nor benefit. Secondly—and this 
is the important point, sir—no one agency will take the responsibility, 
with pressure from other agencies. They sit around the table—and 
the recommendation was they not be stated meetings. If, for instance, 
the bankers knew June 1 that this Board was meeting, all would stop 
for a few months to see what would happen to the interest rate. It is 
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important that all meetings be at the call of the Chair; and if there 
is a necessity for changing the interest rates, it be done overnight. 

Now, the reason for the Board is that you would have a workable 
facility that can function smoothly and not disrupt the money market. 
And if the President had the authority, he would receive memoranda 
from different agencies, which might conflict with the other—— 

The Cuatrman. You don’t think there is any merit in the Congress 
designating the interest rate and the terms—period ? 

Mr. Summer. I think Congress can set a maximum; but I think the 
proposed formula does that, sir. 

Senator Leuman. Does it? It seems to me that under the formula, 
the minimum rate, as a practical matter, in all probability would be 
5 percent, but it might run much higher. Within the last few months 
we know there was a long-term bond issue sold at 314 percent. That, 
of course, changed the average yield of loans. Now, if you add to 
that 21% percent, you might get an interest rate as high as 534 percent. 

Mr. Summer. Senator, these are ceilings. And if the Secretary of 
the Treasury and if the Home Loan Bank Board and the Federal 
Reserve are sitting in on these decisions, I am sure you will recognize 
from a practical point of view they will not necessarily approve the 
maximum interest rate, because these are ceilings only. They are not 
mandatory increases in the interest. They certainly wouldn’t do it 
if it disrupts the money economy or works a hardship on other 
programs. 

That is why we recommend this as a practical vehicle to allow 
interest rates to find a reasonable level. But these are merely maxi- 
mums, sir, and maximums have not always been the rule. 

As evidenced 2 years ago by FHA and VA, they did not raise 
interest rates to the authorized legal banks. They did not go up there 
until much later on. 

So I think by having these other groups represented, you keep a 

proper balance in your money economy, and I think it is one of the 
pee and most important things to make the whole program of 
1ousing and slum removal operate practically. Otherwise, if it is 
legislated from crisis to crisis, it becomes an issue tied in oftentimes 
with a bill involving many other factors that have nothing to do 
with that. ; 

The Cmairman. You don’t think there is any merit, then, in having 
stability in it, and having everybody know exactly what it will be 
for 12 months? 

Mr. Summer. I don’t think so. 

The Cruatirman. We have had some testimony that there is. 

Mr. Summer. The answer is this, I think—and I happen to be on 
both sides of the fence. I am a real-estate broker and I also handle 
mortgage loans. I find that the mortgage lenders are interested in net 
yield, considering liquidity as well. Therefore, if the net yield on 
bonds or on forms of commerciai paper is better, they are going to 
reduce the mortgage lending. 

Now, that is ps within reasonable limits, and this whole thing 
is designed to keep mortgage lending in its reasonable place in the 


money economy. And I think there is no suggestion that has been 
made heretofore which more practically does it, because, after all, you 
have representatives from other groups of financing. The Secretary 
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of the Treasury and the Federal Reserve are interested in other forms 
of financing, particularly the financing of the United States 
Government. 

The Cuarrman. Thank you. 

Senator Lenman. It seems to me that unless you have a ceiling, 
based a good deal on legislation, you are very likely to have an unduly 
high rate. There will always be a comparison of the interest rates 
on these mortgages with the interest rates on mortgages generally, 
not overlooking the fact that these are of a special category and have 
special advantages and attractive features that the average, 
unguaranteed mortgage does not have. 

I am afraid that by putting in just a provision to add 2% percent 
to the average current rate, that you may have a very, very high rate 
on this thing, unless you have a ceiling. 

Mr. Summer. Senator, I would like to point out two things: No. 1, 
the proposal, of course, affects all FHA and VA financing, not only 
sections 220 and 221. And I want to point out that there have been 
conditions right along that have existed for the past 2 years, where 
conventional lending brought a high rate of interest, higher than FHA 
loans did, in spite of the fact that the FHA Commissioner still had the 
right to raise the interest another half a point, but didn’t do it. 

The history of it is that they have not gone to the maximum in 
all cases, and certainly with representatives from the Treasury and 
the Federal Reserve on there, they are less likely to go to maximum. 
And then Congress can always step in and say, “Here you have gone 
too high,” and establish a ceiling. There is nothing to prevent Con- 
gress from doing that, if it is found to be abused. 

The Cuarrman. You may proceed, Mr. Waltemade. 

Mr. Watremape. The second part of this title would give the Presi- 
dent authority to adjust maximum mortgage maturities, mortgage 
limits and ratios of loan to value on FHA as well as VA loans, notwith- 
standing any statutory limits provided in the National Housing Act 
and the Servicemen’s Readjustment Act. There is an attempt here to 
apply the pattern of flexibility to whatever it might attach—interest 
rates, down payments, maturities—as though flexibility for one must 
necessarily follow flexibility for the other. 

However, there is an essential difference between flexibility for 
interest rates, on the one hand, and flexibility for downpayments on 
the other. It is a general principle that interest rates on Government 
insured loans should not predetermine the market but should follow 
it. For example, interest rates should be at the lowest possible level 
which would still result in the flow of sufficient money. However, 
downpayments and maturities, on the other hand, should predetermine 
the market. In the interest of long-range stability for the housing 
market, we ey urge the committee to eliminate this standby auth- 
ority as contained in paragraph (5) of section 201. 

In opposing this part of title II of the bill, we want to emphasize 
again the importance of permitting increases in FHA mortgage limits 


and ratios of loan to vaJue, provided for in this bill, to take effect upon 
enactment. In the interests of stabilizing the homebuilding and lend- 
ing segments of our economy, it is essential that definite positive ac- 
tion be taken rather than more standby authority created. Standby 
authority may very likely bring about harmful uncertainty in the 
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market as builders and lenders sit back and wait for a more favorable 
atmosphere, and, similarly, would-be home purchasers would very 
likely follow the same approach. 

Mr. Chairman, Mr. Summer would now like to be permitted to pro- 
ceed to discuss title III of the bill. 

The Cuamman. All right, Mr. Summer. 

Mr. Summer. Mr. Chairman, my name is Alexander Summer of 
Newark; N. J., and I have a little real estate and mortgage business 
in New Jersey. 

L had the privilege of serving on the Advisory Committee to, Presi- 
dent Eisenhower in connection with this entire program. And I would 
like to file this statement for the record, and comment on it. But there 
are certain sections I must read because they are technical in nature. 

The Cuamman. Without objection, it will be printed as written. 

(The prepared statement of Mr. Summer follows:) 


STATEMENT OF ALEXANDER SUMMER, NEWARK, N. J., NATIONAL ASSOCIATION OF 
Reat Estate Boards, CONCERNING TITLE III or 8. 29388 (FEDERAL NATIONAL 
MortTGace ASSOCIATION) 


Mr. Chairman and members of the committee, my name is Alexander Summer 
of Newark, N. J. I am a past president of the National Association of Real 
Estate Boards and a member of the President’s Advisory Committee on Housing 
Policies and Programs. I am president of the Alexander Summer Mortgage Co. 
and have been active in the fields of real estate, mortgage lending, and home 
building for over 30 years. 

Mr. Chairman, the problem of providing better housing for all Americans and 
of maintaining the high level of housing construction we have experienced 
during the past several years has made home construction truly a mass-producing 
industry. As a major mass-producing industry, the prosperity of which spark- 
plugs the prosperity of more than half of the durable-goods industries in this 
country, the home-building industry can no longer afford to consider that short- 
range remedies are solutions to its many problems. In the past, particularly 
with respect to the Government-owned secondary mortgage market facility in 
FNMA, there has been a predisposition to legislate from crisis to crisis, with 
the usual antidote for ailments in our mortgage system generally taking the 
form of an authorization to FNMA to use additional Treasury funds to purchase 
additional mortgages. 

Any consideration for the long-range needs’ of the housing industry must in- 
volve recognition of fluctuations in the mortgage market and the maldistribu- 
tion of mortgage money that haye found many eligible home purchasers unable 
to avail themselves of the FHA and VA systems. All of you are familiar with 
the peaks and valleys in the mortgage’ market and the failure of existing 
mechanisms to relieve the situation. Our association, along with all the other 
segments of the industry, has devoted considerable study to this problem, with 
always the same result: The need for (1) a practical and quick-responding 
vehicle for adjustment of maximum interest rates and (2) a true secondary 
mortgage market facility to be operated without unnecessary restrictions and 
in such a manner that the initial Government capital will be progressively re- 
placed by private capital. 

The first recent legislation introduced on this subject was H. R. 6614, by Mr. 
Stringfellow, a member of the House Banking and Currency Committee. Our 
association endorsed the principles of that bill and still believes that the sec- 
ondary market as set forth in that bill presents the framework for an ideal 
secondary market because of its planned decentralized operations and because 
it contemplates activity with respect to all types of real-estate mortgages. 

However, we recognize that the creation of a secondary mortgage market 
facility which will truly function as such must be almost an evolutionary process. 
Confidence in the capital structure, obligations, appraisal standards, etc., of 
and the machinery for such a facility cannot be created overnight. 

We are most anxious that a workable facility be created and begin functioning 
as soon as possible in order to avoid any further disruption to the mortgage 
economy. That is why we have adjusted our sights to the framework presented 
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in title III of this bill, trusting that experience with the FHA and VA mortgage 
markets will in time, under the study and observation of both Government and 
private interests, reach out to encompass also conventional mortgage loans. But 
that is something for future consideration. 

In our study of the proposed title III we have noted several features which 
we consider to be inherent weaknesses. Some of them would tend to restrict 
FNMA’s operations unduly. Although the bill underscores private ownership: 
as an ultimate objective, the formula to bring this about is nebulous and specula- 
tive. We are, therefore, suggesting several amendments for the consideration 
of this committee. I will discuss them in the order in which they appear in the 
bill. 

A. Limitation on mortgage amount.—Section 302 (b) prevides that there shall 
be a $12,500 limit per living unit on the principal obligation of any mortgag 
offered for sale to the Association. We would offer no objection to the imposition 
of such a restriction in section 305 of the bill, relating to the special-assistance 
functions of the Association, which has as its primary objective assistance to 
lower cost housing. However, we believe that the provision ‘is entirely too 
restrictive for secondary market operations which should not be condueted solely 
to benefit the financing of lower-cost housing——particularly when the limit is 
below that contemplated as the maximum for FHA under other provisions of 
this bill. The funds used for the purchase of mortgages will have been borrowed 
from private sources and tle operations will be conducted according to business 
standards. We recommerid that the maximum permitted limits be the same as 
those ordinarily applicable to FHA. 

B. Capitalization.—Section 303 of the bill provides that the Secretary of the 
Treasury would initially hold’ all the stock ofthe 'rechartered 'Association— 
approximately $70 million representing the present capital and surplus. The 
users of the facility would be required to pay 3 percent of the unpaid principal 
amount of the mortgages offered for sale to the facility aS nonrefundable capital 
contributions. Subsequently, according to the bill, these capital contributions, 
represented by “convertible certificates,’ would be converted into capital stock 
of the Association, but not until all of the capital stock held by the Treasury 
had been retired. In view of the fact that the Association will not necessarily 
operate a par market, as it has in the past, we believe that the 3-percent non- 
refundable capital contributions coupled with the market discount on mort- 
gages—particularly those covering properties located in the outlying areas which 
may be as much as 2 or 8 or more points below par, plus a FNMA service charge— 
would almost certainly deter mortgage lending where it is most needed. We 
think the requirement should be 2 percent. 

We strongly urge that the bill be amended to provide for two different types of 
stock. The Treasury should receive preferred stock on which it would be entitled 
to cumulative dividends as the bill presently provides. The users of the facility 
should receive common stock on which they would receive dividends when earn- 
ings permitted, and even after the Government-held stock has been fully retired 
the dividends on such common stock may not exceed in the aggregate 5 percent 
of the par value of such outstanding common stock. These latter limitations are 
already in the bill. Both types of stock would be nonvoting for reasons which I 
will subsequently set forth. 

The bill provides for the ultimate substitution of private financing for Gov- 
ernment financing, and we sincerely believe that this ultimate objective would 
be better served by providing for the immediate issuance of stock to the users 
of the facility instead of convertible certificates. 

It has been estimated that it will take 8 to 10 or more years to retire all of 
the Treasury-owned stock. Inasmuch as the capital of the Association would 
be made up of funds from both the Treasury and private sources, the Associa- 
tion would be a mixed-ownership Government corporation, and it would be appro- 
priate that not only the Government but also private stockholders participate in 
its ownership. The capital structure itself could not be impaired by the mixed- 
ownership status because the bill contains a provision that the stock (other 
than stock held by the Treasury) may not be retired if, as a consequence, the 
amount remaining outstanding would be less than $100 million. 

Section 303 (b) would give the Association authority to impose charges or 
fees for its services with the objective that all costs and expenses of its opera- 
tions should be within its income derived from such operations. That language 
could reasonably give rise to the inference that the fees and charges were to be 
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sufficient to cover all the expenses of operation. As the facility will have other 
sources of income, we believe some restriction should be placed on the amount 
of fees or charges that may be imposed in order to lessen the impact of the 2-per- 
cent capital contribution and the discount which very likely will prevail in the 
areas which need the services of the Association. We recommend, therefore, that 
the charges or fees be limited to one-half of 1 percent. 

©. Supplanting of Government capital.—Section 303 (g) provides that after all 
of the capital stock of the Association held by the Treasury has been retired, 
the Housing and Home Finance Administrator would suggest enabling legisla- 
tion providing for transfer to the owners of the then outstanding capital stock 
the assets and liabilities of the Association along with its control and manage- 
ment, in order thereby to make the facility a privately owned, operated, and 
directed institution. 

We believe that the bill should be amended in order that the transfer to pri- 
vate ownership would be self-executing and gradual, although the corporation 
should retain a measure of Government supervision even after the facility is 
privately owned. When the Treasury stock has been retired, all of the remain- 
ing capital will represent the paid-in subscriptions of private sources. Thus 
there would already have occurred in fact the complete substitution of private 
capital funds for Government capital funds. Certainly, there is no fundamental 
reason why it should be necessary to delay for many years the details of legis- 
lation that are of immediate concern to the mortgagees who, after the creation 
of this facility, would be expected to make capital contributions to support the 
facility’s operations. Self-executing provisions in the bill for such future 
changes as are appropriate will constitute an additional incentive for immediate 
private participation and will bring closer to reality the ultimate objective of a 
privately financed secondary mortgage market facility. 

We believe that Government supervision (as distinguished from direction and 
control) over the facility should be continued. Government supervision—per- 
haps by the Housing and Home Finance Administrator—along the lines of that 
exercised by the Federal Reserve System and Farm Credit Administration would 
underscore the public character of its operations. We recommend, therefore, 
that subsection (g) of section 303 be deleted from the bill. 

D. Market price of mortgages purchased.—Section 304 (a) provides that the 
Asse ‘ation would purchase mortgages “at or below the market price for the 
particular class of mortgages involved, as determined by the Association.” In 
this connection I would like to quote the following from the minority report of 
the Subcommittee on Housing Credit Facilities of the President’s Advisory Com- 
mittee on Housing: 

“In my opinion the objectives of such a facility should be not merely the 
accumulation of maximum profit. It is equally important that it accomplish 
its only reason for being—the provision of an adequate and stabilized market 
so that homes may be provided in the volume, in areas, and of the kinds, and at 
the prices that the market demands. 

“* * * the facility should be so organized and its Board of Directors instructed 
by the Congress to operate in such fashion as to avoid becoming a primary mort- 
gage buyer. To accomplish this the Board would necessarily have to conduct the 
operation of the facility in the light of the market for its debentures and of the 
current or reasonably forseeable market (after a period of seasoning) for the 
loans which it buys.” 

We believe the bill does not reflect any consideration of “the reasonably fore- 
seeable market” and the period during which the mortgage will be “seasoned” 
while it is held in the facility’s portfolio. Obviously, there are times when this 
consideration may be a proper one in a secondary mortgage market operation. 
For example, the market price of a GI mortgage covering New Mexico property 
might be 5 points below par. The existence of such substantial discount might 
reflect overproduction and justifiably result in temporary termination of mort- 
gage lending. On the other hand, should the officers of the Association conclude 
that the large discount results from lack of availability of adequate mortgage 
funds, it could more realistically fulfill the functions of a secondary mortgage if it 
were not limited to purchasing mortgages “at or below the market price.” The 
facility, therefore, should it conclude that a mortgage covering New Mexico 
property for which the market price was 95 might be sold to an institutional 
investor—after a brief period of seasoning—at 97, 98, or perhaps par, should be 
permitted to consider this factor in determining the price at which it will pur- 
chase mortgages. 









HOUSING ACT OF 1954 431 





ther We also believe it would be unfortunate to retain any provision in the bill 
unt indicating that FNMA might buy below the market price. The indication that 
per- FNMA might buy below the market could conceivably have the effect of depressing 
the the market. We recommend, therefore, that section 304 (a) be amended so as to 
that 4 permit the Association to purchase mortgages “at or near the market price but ; 
not above par.” 4 
all BE. Limit of debentures.—Section 304 (b) provides that the facility may issue 
red, its debentures at such rates and on such terms as may be determined by the 
sla- Association with the approval of the Treasury, in an amount outstanding at any 
ock one time not in excess of 10 times the sum of its capital, capital surplus, general 
ige- surplus, reserves, and undistributed earnings. This is a specific limitation, 
and : although the bill then goes on to impose, quite properly, a second specific limita- 
3 tion that the outstanding obligations may not exceed at any one time the aggre- 
pri- ; gate of the unpaid balances due on the mortgages held in its secondary market 
‘ion portfolio plus cash and Government bonds. We feel that the debentures of this 
y is Association will be readily marketable, and that the 10-to-1 limitation might 
nin- very well unduly and unnecessarily restrict the operations of the facility at a 
hus time when and in a field where it would be most needed. We recommend, there- 
ate fore, that the limitations applicable to the secondary market operations of the 
ital Association for the issuance of its debentures be at least on a 15-to-1 basis. 
gis- F. Board of Directors.—Regarding the composition of the Board of Directors, 
ion we propose an amendment which like several others already referred to would 
the tend to bring closer to reality the objective of ultimate substitution of private 
ure eapital for Government capital. True, we propose making the association a 
‘ate mixed-ownership Government corporation, but it must be borne in mind that 
fa private financial participation will commence on the day the association begins 
business. There is every likelihood that, in a year or two, an appreciable por- 
ind tion of the capital stock of the association will be owned by private individuals 
er- and corporations making use of the facility. 
hat We believe, therefore, that the Board of Directors should consist of seven 
uld persons to be appointed by the President without restriction initially as to their 
re, Government or non-Government status. When half of the Government-held stock 
has been retired (approximately $35 million) at least three of such members 
the would be replaced by appointment from among stockholders from the mortgage 
the lending, residential real estate or homebuilding industry. When all of the Gov- 
In ernment-held stock has been retired, then we propose that all of the Directors be 
of appointed by the President from among the stockholders and be broadly repre- 
ym- sentative of the mortgage lending, real estate and homebuilding industries. In 
this connection we recommend that not more than one Director be appointed 
the from a particular industry. However, with respect to the mortgage lending 
ish industry, its various segments such as savings and loan associations, commercial 
ket banks, life-insurance companies, etc., should each be considered a separate indus- 
at try for this purpose. 

G. Advisory Council—We also propose that a subsection (b) be added to sec- 
ted tion 508, to create an Advisory Council of the Federal National Mortgage Asso- 
rt- ciation consisting of 15 members, 3 of whom shall be the President of FNMA as 
the Chairman, the Secretary of the Treasury or his designee, the Chairman of the 
the Board of Governors of the Federal Reserve System or his designee. Twelve 
the members shall be appointed by the Administrator for 3-year staggered terms, 

such appointments being made from among persons who are experienced in and 
re- broadly representative of residential mortgage lending, real estate and home- 
dl” building. We believe such an Advisory Council would prove invaluable, since 
his the members of the council would bring to the association the views not only of 
on, their individual segments of this great industry but also those of the Nation 
ty geographically. We commend the creation of such a council to your sympathetic 
sht consideration. 
rt- H. Taxable status of the Association.—We strongly urge that section 309 (c) 
de be amended to avoid double taxation on the earnings of this secondary mortgage 
ge market facility. For one thing, the earnings of FNMA will for some years be 
‘it needed to build up substantial reserves against any losses which might result 
he from depressed market conditions. The importance of creating a really sub- 
ico stantial reserve cannot be overemphasized when one considers that the secondary 
lal market operations of FNMA may very likely be called upon to provide the neces- 
be sary mortgage liquidity for section 220 and section 221 loans when their mar- 
ir- ketability is once established. Also, this double taxation would defer for years 


the substitution of private capital for Treasury financing. All dividends, interest 
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received on obligations of the Association, salaries, and per diems, would be 
taxable to the recipients thereof, and all real estate acquired as a result of its 
secondary market operations should be subject to local taxation. We sincerely 
believe that the objectives of this bill, particularly the urban renewal program, 
would be much better served by avoiding this double taxation and its resultant 
drain on the basic solidity of the Association. We feel that this approach is a 
sound and equitable one and certainly consistent with the public-purpose role 
of the Association. 

1, Status of FNMA as a Government corporation.—We recommend that section 
302 be amended by providing that the Association shall be deemed to be a 
mixed-ownership Government corporation within the meaning of that term as 
used in the Government Corpvration Control Act until all Treasury financial 
participation has been replaced by private capital. As a mixed-ownership cor- 
poration during this period, the Federal National Mortgage Association, being 
organized for business-type operations, would be permitted to make such expendi- 
tures of its funds as are necessary to carry on such business-type operations 
without being subjected to the sort of expenditure restrictions imposed on ordi- 
nary Government agencies by appropriations acts, etc. 

J. Special assistance functions.—We have one comment to make with respect 
to the special assistance functions of the Association. We must recognize that 
both the section 220 and section 221 loans are the loans contemplated by this 
special assistance function, for it is quite possible that such loans may not, for 
a time at least, be readily marketable on the private investment market. We 
know that if the urban renewal program gets underway, as it surely will months 
after enactment, well over a hundred cities, in our opinion, will endeavor to come 
within the scope of the bill’s operations, as soon as practicable. 

We believe that the $200 million limit on outstanding obligations and the $100 
million limit on participations are so small as to prevent these sections from 
accomplishing the objectives contemplated by the act. It is the very heart of 
the slum-prevention program, and we recommend that the committee give serious 
consideration to very substantially increasing this authorization in order to 
provide FNMA with the most effective means for accomplishing the far-reaching 
objectives of the urban renewal program. 


CONCLUSION 


Mr. Chairman, it is well nigh impossible to achieve full accord among all 
groups with respect to the organization and functions of a secondary mortgage 
market facility. I am confident, however, that this Committee, the Congress, 
and all segments of the real-estate industry, as well as Government housing 
officials, are anxious to bring about the creation of a truly workable secondary 
mortgage market facility. The differences are not fundamental, but reflect 
if anything the recognition by people in our industry of the need for a secondary 
market facility, and their coucern lest the proposed facility prove to be un- 
workable. If that were to happen, the progress of the home-building industry 
would be retarded in its growth at a time when the continuance of such progress 
means so much to the economy of our country. We sincerely believe that the 
amendments which we are proposing will provide a workable secondary mortgage 
market facility and will give to our industry the stability, the confidence, and 
the means for continued accomplishment, thereby bringing closer to reality our 
common goal of decent, adequate housing for all Americans. 


Mr. Summer. I should like to comment, in the beginning, that, as 
you know, the entire housing program and the slum elimination pro- 
gram is subject to the availability of a steady flow of mortgage money. 

In the past we have legislated from crisis to crisis, and short-ran 
tunities hawe not always reasonably leveled off the peaks and valleys 


which are inevitable. 

Title III is intended to meet this long-range need for financing. 
The new FNMA is definitely to be a secondary mortgage facility, and 
not to be used if primary mortgage money is available. And, of course, 
to be workable it should recognize fluctuations in availability of funds 
and maldistribution of mortgage funds, which has been one of our 
greatest problems. 
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There has been some discussion of sections 220 and 221, and that cer- 
tainly is a commendable program that this country sorely needs, and 
a workable mortgage facility must be there as a standby. 

The bill, as presented, underscores private ownership of FNMA as 
the ultimate objective, but we feel that the formula to bring this about 
is nebulous and speculative, and we therefore would like to suggest 
several amendments. 

In section 302 (b) there was established a limit of $12,500 on any 
loan on any one-family unit. And we believe that is quite in order, 
with reference to the special assistance functions of the bill, that are 
designed to encourage low-rent and low-cost housing, and there we 
believe it should remain. 

But we recommend also that this facility be authorized to purchase 
any mortgage insured by FHA or VA. Now, I know there has been 
some discussion that the proposed increase to a $20,000 maximum for 
FHA is considered reaching into the luxury ¢lass. But I respectfully 
wish to point out that a $16,000 maximum established in 1934 was a 
more liberal loan than $20,000 today ; assuming that the dollar is worth 
approximately 50 cents, it is equivalent to a $10,000 maximum as of 
1934, which is 63 percent of the original maximum authorization. 

And, with the necessity of having a workable facility to finance all 
segments of our economy, we recommend that any mortgage guar- 
anteed by FHA, or VA, be eligible—— 

The CHarrman. Regardless of the amount? 

Mr. Summer. Regardless of the amount. But, under the proposed 
bill, the maximum amount would be $20,000. 

The Cuarrman. Regardless of the amount within the scope of the 
FHA Act? 

Mr. Summer. Yes, sir. We therefore recommend the maximum 
limits be those ordinarily applicable to FHA. 

On the capitalization, section 303 of the bill provides that the Sec- 
retary of the Treasury shall initially hold all the stock of the re- 
chartered Association, which would be approximately $70 million, 
representing the present capital and surplus. And the users of the 
facility would be required to contribute 3 percent of their mortgage 
portfolio being sold to the facility, as nonrefundable capital 
contributions. 

Now I would like to read on page 11 of my statement, beginning 
about the middle of the page, the following: 

In view of the fact that the Association will not necessarily operate a par 
market, as it has in the past, we believe that the 3 percent nonrefundable capi- 
tal contributions, coupled with the market discount on mortgages—particularly 
those covering properties located in the outlying areas which may be as much 
as 2 or 8 more points below par plus a FNMA service charge—would almost 
certainly deter mortgage lending where it is most needed, and when it is not 
needed. We believe the requirement should be 2 percent. 

Now, we strongly urge that the bill be amended to provide for two 
different types of stock. The Treasury should receive “preferred” 
stock on which it would be entitled to cumulative dividends as the bill 
presently provides. The users of the facility should receive “com- 
mon” stock on which they would receive dividends when earnings per- 
mitted, and even after the Government-held stock has been fully re- 
tired the dividends on such common stock may not exceed in the ag- 
gregate 5 percent of the par value of such outstanding common stock. 
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These latter limitations are already in the bill. Both types of stock 
would be nonvoting, for reasons which I will sieientie set forth. 

The recommendation we make is that the users of the facility be 
eligible for stock at once, instead of convertible certificates. 

The Cuarrman. That would be a joint ownership. When would 
you get the Government out of it ¢ 

Mr. Summer. We recommend a gradual change in the directorship. 
I will come to that later. 

The CxamrMan. Do you cover all of those points 

Mr. Summer. Yes, sir. 

Inasmuch as the capital of the Association would be made up of 
funds from both the Treasury and private sources, the Association 
would be a “mixed ownership” Government corporation, and it 
would be appropriate that not only the Government but also private 
stockholders participate in its ownership. The capital structure 
itself could not be impaired by the mixed-ownership status because the 
bill contains a provision that the stock—other than stock held by the 
Treasury—may not be retired if, as a consequence, the amount remain- 
ing outstanding would be less than $100 million. 

Section 303 (b) would give the Association authority to impose 
charges or fees for its services with the objective that all costs and 
expenses of its operations should be within its income derived from 
such operations. That language could reasonably give rise to the in- 
ference that the fees and charges were to be sufficient to cover all the 
expenses of operation. As the facility will have other sources of in- 
come, we believe some restriction should be placed upon the amount 
of fees or charges that may be imposed in order to lessen the impact of 
the 2 percent capital contribution and the discount, which very likely 
will prevail in the areas which need the services of the Association. 
We recommend, therefore, that the charges or fees be limited to one- 
half of 1 percent. 

Senator Douegias. And if those are not sufficient to meet the ex- 
penses, and NMA operates on a deficit, who is to meet the deficit ? 

Mr. Summer. Under our proposal, there would be no dividends 
paid to those who invest in stock in the corporation, unless there are 
earnings. So that there would be no dividends at all paid to those 
people—— 

Senator Dove.as. But suppose the earnings of FNMA are not suf- 
ficient to meet operating expenses. 

Mr. Summer. But, you see if the users of the facility pay a half a 
point service charge, and invest 2 percent of the mortgage portfolio in 
stock, that gives the facility 24% percent, which I think anyone that 
knows anything about a mortgage operation, however poor or loosely 
it may be handled, is more than adequate—— 

Senator Doveias. But the 2 percent is once and for all. It is not an 
annual charge. 

Mr. Summer. I understand that, sir. 

Senator Doveias. The fee would be limited to the annual volume of 
business. 

Mr. Summer. But, you see, you have the earnings from the mort- 
gages themselves. The mortgages pay interest, and the interest on 
mortgages would be greater than the interest on debentures. 

Senator Dovatas. You do not contemplate a situation where 
FNMA will have appreciable losses ? 
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Mr. Summer. It is possible, and I am getting to that. There may 
be appreciable losses. 

Senator Dousias. Who will meet the losses ? 

Mr. Summer. We recommend, later on in this testimony, the setting 
up of very substantial reserves. 

Senator Doveras. Suppose the losses occur before the reserves are 
created? Who will meet the losses ¢ 

Mr. Summer. In the first place, the mortgages that go into the fa- 
cility are guaranteed. 

Senator Doveias. By whom ? 

Mr. Summer. Well, FHA is guaranteed by the United States Gov- 
ernment 

Senator Dove.as. In other words, the Government ultimately will 
pay the losses. 

Mr. Summer. Ultimately it would. Of course, there is a differen- 
tial in foreclosure costs. In the case of VA loans, it isn’t 100 percent 
guaranteed by the Government. The lender, in this case—if it is the 
association—would participate in those losses, and this of course pro- 
vides for no departure from what has been in existence since VA or 
FHA were created. 

Senator Doveias. You mean FNMA is no departure—— 

Mr. Summer. No; FNMA may be considered, for the purposes of 
an illustration, as an institution which buys mortgages. Whether it is 
the Prudential Insurance Co. that has the portfolio, or whether it is 
this facility that has the portfolio, it has within its portfolio FHA 
and VA mortgages. 

Senator Doveras. But is it not an invasion by the Government 
of the mortgage-lending business ? 

Mr. Summer. That is the reason, sir, that we recommend that it 
have a differential, first, of a half of 1 percent, plus the necessity of in- 
vesting 2 percent in stock 

Senator Doveras. I am surprised you don’t recommend the aboli- 
tion of FNMA. Here you have the Government going into an area of 
mortgage lending, and now I am surprised you don’t recommend the 
abolition of FNMA. 

Mr. Summer. We don’t recommend the abolition of FNMA, because 
if the program of slum removal, if the program of keeping our build- 
ing economy healthy, is to succeed, whines mortgage financing is 
necessary, and 

Senator Doveras. You believe the Government should—— 

Mr. Summer. May I finish my point, sir? 

Senator Doveras. Surely. 

Mr. Summer. We therefore feel that the established mediums of 
lending should have the responsibility of financing mortgage loans. 

We also recognize that there has been in the history of the Nation 
peaks and valleys. We have economic conditions from time to time, 
over which the lenders would have no control. We have had situa- 
tions in the past where in isolated areas it wasn’t always vossible to 
get mortgage money, and we therefore feel that it should be desirable 
to deal with the existing institutions. If it is absolutely impossible, 
then you are paying a “penalty, i in effect, to deal with this facility. 
And no personnel would deal with this facility who could possibly 
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company, a savings bank, a commercial bank, or a mortgage company, 
because when you deal with these organizations you do not have to buy 
stock. And don’t forget that the stock you buy represents money 
on which you had paid income taxes. 

If I sell a $100,000 portfolio to this facility, and I buy $2,000 in 
stock, I have already paid income taxes on that $2,000, so that it costs 
me really more than $2,000 of my earnings in order to be able to buy 
$2,000 of stock, even though it, then becomes a capital asset. 

Senator Doueras. In other words, it is proper for the Government 
to try to stabilize construction, and to assume bad risks, provided 
it deals with existing institutions? 

Mr. Summrr. We recommend, sir, that—as this will reveal—the 
Government or the Treasury be repaid, as soon as is practicable, and 
we recommend how it should be done. 

Senator Dovetas. But, in the meantime the Government assumes 
the risk of loss. 

Mr. Summer. To a much lesser degree than is currently the case. 

Senator Doveias, That wasn’t quite the point. I am trying to get 
your philosophy of Government action. You say it is proper for the 
Government to enter the mortgage banking business in order to help 
stabilize the construction industry, to assume risks and losses that 
private industry does not feel it can assume, and to help clear the 
slums, but it should do this only with existing institutions. 

Mr. Summer. No, sir. We are recommending here the creation of 
a private facility, as you will notice as we go along. The Govern- 
ment’s role in this isa decreasing one. This is a move in the opposite 
direction. Up to now FNMA has had—— 

Senator Dove.as. I am trying to find out why you have this enthu- 
siasm for FNMA, and FHA, but are opposed to public housing. 

Mr. Summer. I will be glad to answer that, sir. 

In the first place, one of our concerns over public housing is the 
solvency of our municipalities. In New York City, approximately 
2 years ago—and I don’t know what has happened since—two-thirds 
of all the housing built was public housing and the differential in tax- 
ation vitally affected the solvency of the municipality. 

Secondly, Federal and local subsidy in peas housing—and I am 
using now the figures made available by Public Housing—is seven- 
billion-four-hundred-and-some-odd million over a 40-year period. 
Not that I recommend such, sir, but that subsidy comes out of the 
taxpayers’ pockets. There is nothing in this facility which would 
require the taxpayers to support it, and FNMA, as it formerly existed, 
earned a profit and returned a profit to the United States Treasury. 
Under this proposal, the Treasury will receive interest on its money, 
will be pai off as quickly as possible, and private money will then 
provide the facility. si Bis . 

That is the whole purpose of this, sir, to take it out of the hands 
of the Government, rather than creating a new facility and interrupt 
the flow of mortgage funds, which in turn could interrupt the buildin, 
economy, which in turn affects our entire economy. This is a proposa 
merely to keep it going. 

Senator Dovenas. While FHA has performed valuable service, it 
has been almost exclusively for middle-class and upper middle-class 
housing. It has not really gotten down into the low-income or inter- 
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mediate-income groups. There is a very real problem-in connection 
with slums which I think your group didn’t recognize. 

Mr. Watremape. That is wily we are recommending sections 220 
and 221 of this bill now. 

Senator Dove tas. May I say that in my own city of Chicago, Mr. 
Downs, who is an experienced real-estate man, and who has been ap- 
pointed by the mayor as coordinator in these matters, and who is very 
sympathetic to the real-estate groups, said that section 221 is totally 
inadequate to meet the problem of rehousing people in Chicago, with a 
$7,000 or $7,600 limit. And furthermore, Mr. Mackelman, who is his 
associate, has announced that 18,000 families are going to be displaced 
in the next few years by public improvements, which are not only 
contemplated but will be carried out. So that you have a problem of 
18,000 families being displaced. 

In my judgment, section 221 is going to be totally inadequate to meet 
that situation. There will be 100,000 people turned out on the streets, 
and all you are doing is helping them build $7,000 homes, and with the 
price of real estate and the cost. of construction in Chicago, at least, 
that is going to be a complete flop, in my judgment. 

I am interested that our good chairman qualified his enthusiasm by 
saying that he thought this should be of help in cities under 250,000. 
That may well be, but I can say that in the great metropolitan centers 
of the country where the problem of slums exists most acutely, 1 don’t 
think this $7,000 or even an $8,600 limit is going to be worth that. 

The Cuarrman. I gather you think this will be good, providing we 
continue public housing ? 

Senator Dovenas. That is right. 

The Cuairman. In other words, you thing this is good, but we still 
need public housing. 

Senator Dovetas. I am not certain of the 40-year provision, because 
I think housing constructed at costs contemplated in this bill may 
physically go to pieces before the 40-year period has ended, and that 
you are stretching your amortization period to a greater degree than 
the physical life of the house. 

But what I chiefly want to emphasize is that this is being put up as 
an alternative to public housing, and the rehousing of people displaced 
from the slums. I want to say this, that so far as the great metro- 
rolitan centers of this country are concerned—if I may reason on the 

asis of Chicago, and I think the same thing is true of New York— 
this is not an alternative and will not take care of the people who are 
being displaced. It is grossly inadequate. And I am pained to see our 
good friends here, who want governmental action to help stabilize the 
real-estate industry, are opposed to governmental action to take care 
of people who are now living in slums. 

The Cuarrman. May I say this: The President, and Mr. Cole, and 
many, many others have already said that this provision is to be sup- 
plementary to public housing. 

Senator Dove.as. But all they propose is 35,000 units. 

Senator Lenman. They haven’t even proposed 35,000 units as yet. 

Senator Dovenas. No. It will be a long fight to get even that, Sena- 
tor Capehart. You know that. 

I completely disregard it, so far as this bill is concerned, and unless, 
as Senator Maybank has pointed out, the rider on the last appropria- 
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tion bill makes it possible to get future appropriations—it cancels out 
the 1949 Housing Act. 

Senator Lenman. Mr. Chairman, I want to say this: I think this 
has some attractive features, but I have looked upon it as merely a 
supplementary undertaking, and of an experimental nature. I still 
say, as I have said many times before, that the background of any 
housing program must be public housing, and I associate myself—— 

Senator Dovenas. It is part of the spinal column. We don’t say it 
is the sole part. 

Senator Lenman. Certainly, as has been pointed out before, unless 
there is authorization given to undertake public housing, authorization 
in this legislation—because you couldn’t even undertake 35,000 units, 
which in itself is inadequate—you would be barred from even under- 
taking that amount. 

Mr. Burns. Mr. Chairman, this might be an appropriate time for 
me to make some comments in connection with rehabilitation. 

T have been acting as chairman of the Build America Better Council, 
which is a division of the National Association of Real Estate Boards, 
organized primarily for the purpose of starting civic movements in 
various cities and towns throughout the Nation for the purpose of 
rehabilitating their entire housing inventory. 

And, with respect to this discussion that has been going on, I think 
that my job here this morning is more or less for the purpose of point- 
ing out that this problem of rehabilitating 

The Cuarrman. Excuse me. Off the record. 

(Discussion off the record.) 

The Cuamman. You may proceed, Mr. Burns. 

Mr. Burns. We are thinking in terms of rehabilitating the entire 
housing inventory of the United States, which, incidentally, is our 
greatest single national asset, and getting this job done within the 
foreseeable future. 

Now, just to get a little better perspective on this, we have almost 
50 million dwelling units in the Nation. The President’s Advisory 
Committee said that almost 20 percent—or 8 million or 9 million of 
those units—are substandard in some respect or another. And we 
are conscious of the fact, also, that as far as new construction is con- 
cerned, that even during these boom years our peak has been some- 
thing over 1 million dwelling units a year. 

Therefore, I want to point out that new construction cannot be 
the answer to this problem, irrespective of who builds it. In com- 
bined efforts of the construction industry, the sources of supply and 
the sources of materials, we have found that we have reached just 
about the maximum when we hit our boom years, of something over a 
million dwelling units, and during those periods of time we got into 
inflationary spirals, because of the limitations of material and labor 
and that sort of thing. 

So, we have got to look, if we are going to do this job within this 
generation—and the objective of our Build America Better Council 
is to get the job done within the next 5 to 10 years—we have got to 
look primarily to the rehabilitation of existing dwelling units, bring- 
ing those units up to standards of health, safety, and sanitation. 

Now, it will not be a perfect program, in the sense that these older 
neighborhoods will be desley demolished to the ground, and then 
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a whole new program of new construction and new street design 
placed in that identical area, but we do believe that we can accom- 
plish what we think is the most critical part of this job, namely, 
getting people out of slums. It is an oversimplification, but it is an 
indication of our objective. We say if we have no slums, we will 
have no slum dwellers. We believe there are certain cities—and Chi- 
cago is notable amongst them—where complications are quite severe. 
But by and large, throughout the Nation—and I have had the priv- 
ilege of visiting 20 or 30 cities and talking to civic groups in the last 
12 or 14 months— there is son a big ground swell behind this pro- 
gram. I don’t know exactly what accounts for it. Maybe it doesn’t 
make too much difference what accounts for it, but people are very 
conscious of the fact that something must be done about our existing 
housing inventory, this very valuable asset that has been neglected to 
the point where the tax base for many cities has deteriorated, to the 
point where tax rates have had to be increased on account of deteriora- 
tion of the tax base. 

Tax rates have arrived at the point where you can’t go any higher. 
Many cities complain that their finances are chaotic. Downtown 
businessmen are concerned about decentralization. Ministers and 
priests are concerned about the disruption and the disintegration of 
their parishes. From every source, there is a feeling that something 
must be done about this 

Senator Doveras. May I interrupt for just a minute? I am very 
glad that you are getting concerned about this. Some of us have 
been concerned about it for 20 or 30 years, and we welcome your 
interest in this matter. 

But the question is whether you can change a slum house by house, 
and by putting in bathrooms and by altering the individual building, 
whether that is the way to eliminate a slum or whether you need a 
major surgical operation. 

I grant you that your program will help in areas lying outside the 
slum, which are threatened with becoming slums. But would it have 
cured the East Side of New York, or the south-southwest, or north- 
northwest side of Chicago? Would it help the slums areas of Phila- 
delphia? Asa matter of fact, the founder of this plan, who, I believe, 
is Mr. Hollyday, who founded the so-called Baltimore plan, stated 
this was no substitute whatsoever for slum clearance and public 
housing. 

The CuHarrman. Senator, don’t you think the way to do this job, 
possibly, is by a three-point program: One, is this plan under section 
221, building these low-priced houses and selling them at no down- 
payment, for 40 years. Then, secondly, let’ssay public housing. And 
third, rehabilitating existing housing. 

Senator Dovatas. If you people will accept public housing, I will 
accept section 221. But I am not going to accept section 221 as a 
substitute. 

The Cuarrman. I don’t think anybody is asking you to do that. 

Senator Dovetas. A good many people are. 

Are you ready to accept public housing? If you are ready to accept 
public housing and if we are ready to accept section 221, then we will 
see which will get the job done. Are you ready? 

Mr. Burns. No. 
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Senator Doveras. Are you ready to do it? 

Mr. Summer. No. 

Senator Dovetas. Mr. Waltemade, are you ready ? 

Mr. Watrremape. Emphatically no. 

Mr. Burns. If it is possible to comment on public housing from 
an unprejudiced standpoint—and I question whether it is—— 

_ Senator Doveras. I gather your enthusiasm is less than overwhelm- 
ing. 

Mr. Burns. Correct, sir. 

I have tried to get an impartial viewpoint on this controversial 
subject, and from a practical standpoint my greatest criticism of pub- 
lic housing is that one-fourth of the rental units in the United States 
today are renting for rents less than public-housing rents. Public- 
housing rents are only a few dollars less than the median rent that 
is paid throughout the United States. The United States Census 
shows a figure of $42 median rent—they call that gross rent—which 
includes the utilities. That is private rentals, as compared with $35 
a month for public housing. 

Senator Dovetas. I think those are different localities. 

Mr. Burns. Those were the averages for the United States. 

Senator Doug.as. I think you will find that the low private rentals 
tend to be in smaller communities. I doubt if you can get comparable 
housing in cities for the rents charged in public-housing projects. 

I am not saying that public housing does everything. I simply 
say that you should not crowd it away from the table when you come 
in here for Federal legislation. That is all. 

The Cuamman. We would be better off if we did not have any pub- 
lic housing or any need for it, if everybody lived in a rehabilitated 
house or a new house. That is what we are trying to do. That is all 
we are trying to do in this legislation. 

Senator Lenman. But I think you have to lay the emphasis on the 
fact that this proposal is purely supplementary to the much greater 
issue of public housing. 

Senator Dovenas. Well, they are against it. 

The CuarrMan. They have a right to be against it, just as anybody 
has a right to be for it. I frankly don’t like public housing. I would 
like to find some way to get completely away from it. 

Senator Lrnman. I don’t like the need for public housing. 

The Cuairman. I don’t think it is good. 

Senator Doveras. Slums are worse. 

The CuarrMan. But until we can find some other way to handle 
it, then of course I have always gone along with some public housing. 

Senator Doveras. Then you are going to favor the inclusion of a 
public housing provision in this bill? 

The Cuarmman. I am not committting myself at the moment, any 
more than you are committing yourself to put in section 221. But we 
will vote on it one of these days. We will have to write up the bill, 
and I expect when we get through everybody will be fairly happy and 
satisfied. 

Mr. Burns. I would like to say in our proposals we are in favor 
of title IV of this bill, which was formerly title I, urban redevelop- 
ment—now called urban renewal. 

However, we do believe that in order to get the most effective bene- 
fit of the Federal grants and loans under this urban renewal program, 
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that rather than carry on what we call a blockbusting type of de- 
velopment, where large areas are cleared and very often good hous- 
ing destroyed purely for the purpose of creating an environment, 
that if we are going to do this overall job we have to be satisfied with 
something less than that kind of perfection. 

And we suggest that title IV funds, the urban renewal grants, 
formerly known as title I, be used, you might say, to pluck out 
the slum pockets in these various areas, take the very worst build- 
ings that cannot possibly be rejuvenated or rehabilitated, and elimi- 
nate them, or eliminate the adverse uses of a neighborhood—a livery 
stable or a junkyard, or something of that sort—and in that way 
stimulate the entire rehabilitation of that neighborhood. And, inci- 
dentally, stimulate probably—just for easy figuring—$100 of private 
expenditure in those areas for every dollar of Government grant, 
where obviously in this whole job of rehabilitating this big section of 
our housing inventory that is in bad shape we have a volume of eco- 
nomic activity that is a very important thing, particularly at this time, 
to the national economy as a whole. 

As realtors we are rather jealous of property rights, but we believe 
with property right go property responsibilities, and we believe that 
it is the responsibility of the man that owns the property to repair 
and rehabilitate that property at his expense, or, if it is no longer 
feasible to rehabilitate that property, that he should demolish it at 
his expense. 

Now, in the rehabilitation of these properties, in the various cities 
where I have talked to civic groups and to people owning these kinds 
of properties, their biggest coenplebnd or their biggest reason for not 
doing something is that they have lacked the financing which makes it 
possible for them to rehabilitate or rebuild in these slum areas. And 
therefore, we are very heartily in favor of those portions of the bill that 
make it possible to bring FHA insurance into the older neighborhoods, 
neighborhoods which in the past actually not only have had these 
severe problems but which neighborhoods have been blacklisted, co 
might say, insofar as FHA help was concerned—not intentionally, but 
blacklisted by exclusion, you might say, from the benefits of FHA. 

And we feel sure that the extension of FHA insurance into those 
neighborhoods is going to stimulate not only rehabilitation but also 
stimulate new construction in those areas. 

We do not think, as realtors, that it is inconsistent at all to build 
new buildings in old neighborhoods. Sometimes there is the perfec- 
tion theory, that you have to clear the whole area, that you can’t bring 
new construction into an old area, and yet we see in our very highest 
valued areas, our downtown areas and our prime apartment areas, 
new buildings going up alongside of old, every day, and we believe 
that same kind of a program can be conducted in these older neigh- 
borhoods. 

Now, just one more point that I would like to make, and that is 
that the second most important thing, aside from financing, is the 
assurance of these neighborhoods that some kind of a minimum stand- 
ard of law enforcement is going to be maintained. This sounds like 
a trivial point, but it is very important. It is very important to Mr. 
Waltemade, if he wants to repair his house, to know that Mr. Burns, in 
the house adjoining is going to have to do the same thing. 
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There is no hesitancy on the part of anyone to spend their good 
money rehabilitating their structure, unless they know that something 
is going to be done n the neighborhood as a whole. 

Now, you might say, “What concern is that of the Federal legisla- 
tion?” In that connection, we believe that any of these provisions of 
this bill—and particularly the provisions of title IV, urban renewal— 
should not be granted to a city unless that city has demonstrated that it 
has a program of law enforcement, an actual program, in force. 

Now, the bill at the present time does suggest or does include a 
provision, wherein a city should have a plan for carrying out the 
enforcement of local housing laws. We think that language should 
be strengthened considerably, and that is included in my statement, 
which I am asking to file, that it be carried further and say that that 
plan must be enforced. 

This is hardly a time to ask cities for plans for enforcing their 
housing laws. Cities have had housing laws for years. And part of 
our problem is the negligence and the lack of law enforcement in these 
areas, and we don’t think a city should be entitled to Federal assist- 
ance, or even Federal insurance in these special neighborhoods, as 
created under section 220, unless they are actively and aggressively 
pursuing the enforcement of adequate ordinances implemented by the 
proper inspectors. 

Mr. Summer, I am sorry I interrupted your statement. 

Mr. Summer. I would like to make a comment with reference to 
Senator Douglas’ feelings about public housing. 

I agree with the Senator that section 221 will not solve the problem. 
I agree that no rehabilitation program within the predictable future— 
and I am speaking of over 100 years—can solve it. I think it takes a 
combination of things to solve it. 

We agree that some subsidy in some form will always be neces- 
sary for some people. But unfortunately, the reason that we are 
opposed to public housing is the fact that the average subsidy by the 
Federal Government and the mene: per family, based upon 
figures furnished by the Housing Authority, is $19,000 a family, per 
unit, or $39.60 per family per month—that is subsidy. Actually I 
have very good reason to believe it is more than that, but I am quoting 
their figures—— 

Senator Dovetas. Will you submit those figures for the record ? 

Mr. Summer. Yes, sir, I will support them. 

I am referring now to the Subcommittee on Low-Rent Housing 
of the Eisenhower Advisory Committee on Housing, headed by Ernest 
Bohn, who is head of the Cleveland housing authority, and that com- 
mittee had represented on it the housing chairman of the CIO and 
others interested in low-rent housing. 

On page 313, it points out that under the 1949 act, the Federal 
contribution is $26.90 per family per month. The loss to the Federal 
Government through tax exemption is $4.20 per family per month. 
The administrative costs on the Federal level of public housing is 
$2—— 

Senator Doveras. Mr. Summer, what page is that of the report? 

Mr. Summer. The first item is page 313. The second item is on 
page 314. And the third item is on page 315. 

Then, on page 312, it points out that the difference between the 
normal real-estate tax in the community, and the payment in lieu 
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of tax, represents a subsidy of $6.50 per family per month, all of 
whivh adds up to $39.60 per family per month. Translated into 40 
yeai's, that is $19,000. 

Now, it is only fair to point out that at the end of 40 years, you 
have a capital asset in the form of a building, which at that time 
should be paid off. But my personal concern is: Can the municipali- 
ties survive financially an expansion of a public-housing program to 
benefit 40 years hence? And, in the face of facts which have been 
revealed in recent months and years, I doubt very much whether they 
can. 

Senator Doveras. Just a minute. Page 313, at the end of para- 
graph 18, it says: 

It should be pointed out that the Federal contribution of $26.90 per unit per 
month is only slightly higher than the $24.50 which was estimated to the Con- 
gress at the time of enactment of the Housing Act of 1949. 

Then, in the table, the local contribution is stated to be $7.45. So, 
if you add those two together, you get $33. 

Mr. Summer. But then, in addition to that, Senator, this subcom- 
mittee, on page 314, points out that the tax loss through Federal tax 
exemption in 1951—and then it quotes figures, and down below, in the 
next paragraph, paragraph 22, it says: 

Applying the estimated tax loss of 45 percent to this figure gives a loss of 
about $4.20 per unit per month for the current year. Of course, all of this 
housing is in the earlier years of amortization when the proportion of level 
debt service going to interest is high. 

Senator Doveias. And the next one says it would only be $26.60 
per unit per month. 

Mr. Sumer. All right. Let’s figure the $2.60. I have done that, 
and I have also checked building in New Jersey, and the local tax 
law is far in excess of the $6.50. I see here a figure of $7.45—I used 
$6.50. So that, translated into the total number of housing units— 
and some of them were built in earlier years—the total number of 
housing units authorized and completed were 394,000 units. And I 
insist, sir, that if some of these figures can be modified—there are 
other factors which are not adequate, in my opinion—it represents 
a total subsidy of $7.5 million, which accommodates 13 percent of 
the number of families which the 1950 census showed were earning 
$2,000 a year or less. The United States census showed there were 3 
million people earning $2,000 or less, who are renting in metropolitan 
areas. 

Now, this same subsidy, the total dollar subsidy, if spread out—not 
that I am advocating it—but spread out evenly among those 3 million 
families, at the rate of $20 per family per month, would provide a 
9 for 10 years and still save approximately a quarter of a billion 

ollars. 

Translating it another way, if there is 1,200,000 that need subsidy, 
at a savings of more than $3 billion in subsidy, it could subsidize them 
to the extent of $30 per month per family for 10 years. 

So, our objection, sir, is not in helping people. Our objection, sir, 
is that public housing actually helps a relatively small percentage of 
those people and absorbs huge sums that ould very adequately, on 


some other basis, realistically help those who genuinely need help. 
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Senator Doveras. Of course, this same Mr. Bohn produced figures 
for Cleveland, showing a great decline in crime, fire, police, relief 
costs, and so forth, in the areas which have been slums before, which 
were replaced by public housing. 

Mr. Summer. We also have reports, sir, from other cities. We have 
reports from Texas which indicate that the greater percentage of 
crime and prostitution has been in the public housing areas. So 
you will find that varies. 

We are not advocating the maintenance of slums. We think that 
slums must go, and we advocate only that we do not necessarily have 
to create municipal insolvency in accomplishing that goal, and that 
that same money, or a good deal less money, could accomplish the 
job, and that it is primarily the job of private enterprise. 

And I will tell you why private enterprise has never done it. You 
could never get a lender to loan money in a slum area, for either 
minority housing or for any other type of housing, in an area where 
the values are declining. For the first time in the history of the 
United States, a proposal has been made to create an overall ap- 
proach to this, through the centralization of code enforcement, 
through a master plan. In fact, there should be no help from the 
Federal Government unless those tests are met, which will have the 
effect of upgrading an area, which removes the barrier which has pre- 
vented mortgage investment funds from flowing there. 

The Cxairman. There is no question but what it has great merit. 

Mr. Summer. The first job is to upgrade the area, and you don’t 
have to necessarily complete the job of upgrading to get mortgage 
money flowing. The FHA Commissioner has already expressed a 
willingness to approve guaranteed loans where the machinery is 
established to do so. And that, gentlemen, is my reason. 

Senator Dovetas. How long a period of time do you need to test 
out your theories? 

Mr. Summer. I don’t think it isa theory, sir. 

Senator Doveras. I mean you are confident it will work. Suppose 
you, as an open-minded man, find it doesn’t work. How long a period 
of time do you want? 

Mr. Summer. A lot depends upon the ability of these communities 
to realistically face up to their own problems. The role of the 
Federal Government, I think, should be only to help those who want 
to help themselves. 

Now, I would say, answering your question specifically, sir, that 
in our recommendations on the Eisenhower committee, we have urged 
that there be a special consideration for communities in the beginning, 
as a test area, to work out this overall program. And I agree with 
Mr. Burns, that with approximately 2 percent of our entire housing 
inventory being new housing every year, it doesn’t make sense that 
the only way you can help people who need help is new housing. 
That is one of the ways. I believe they are all entitled to adequate 
housing. 

Senator Dovenas. I might say this, that our chairman made a very 
interesting observation. He said, “I hope section 221 leads to the 
construction of new housing, but if it doesn’t, I am going to be 
disappointed, you are going to be disappointed, and we are all going 
to be disappointed.” I understood our chairman to say that in a 
couple of years we will see whether this works out. 
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The Cuarmman. I said 2 years. I could have said 5, or 1. 

Senator Doveras. How long a time do you want, to see whether 
it will work? We can’t give you an eternity, can we? 

Mr. Summer. If you want a nationwide situation, the slums have 
gone too far down the road of deterioration, and I don’t think you 
can solve any problem of this magnitude in 2 years, sir. Don’t ask 
me to name the number of years. 

Senator Dovetas. This is very important, because what you are 
saying is, “Don’t carry out any public-housing program until we have 
a chance to try out ours.” For how long should we postpone this, 
while you operate? 

Mr. Summer. I am not advocating, sir, that section 221 be the com- 
plete answer. I agree that 

Senator Doveras. You are talking of title IV now, aren’t you? 

Mr. Summer. We are talking on rehabilitation. 

Now, what has happened heretofore is this, sir: Under the 1949 
act, the Federal Government gave two-thirds grants, the city met it 
with one-third, and you removed slums. There was no provision 
made for enforcement of codes, no master plan. So, in removing 
slums in this area of the city, you have created new slums in other 
areas of the city, and that is why a program is not sound which does 
not anticipate the relocation problem. And the relocation problem 
does not automatically mean public housing. 

I think public housing, existing public housing, could well be a 
pool, a relocation pool, because the statistics show that 25 percent 
of the occupants of public housing move every year, and that there 
is on the average a turnover in public housing every 4 years. 

Senator Doveras. Now, Mr. Summer, let me put it this way—— 

Mr. Summer. I didn’t bring my main point up, sir. 

Senator Dovetas. I don’t think any of us believe, and I don’t be- 
lieve, and I am certain you don’t believe, that we know all there is to 
know on this problem. We are merely proceeding on an experimental 
basis, trying out things which we think will work, and so on. But 
there is always the question of how long shall we try them out? How 
much of a test shall we give? 

Mr. Summer. I will answer it this way, sir: I think you can deter- 
mine the progress, or lack of progress, within the 2-year period that is 
mentioned here. It is certainly clear then as to which way we are 
going. But you can’t say there is a complete solution of a problem 
that hasn’t been solved in 50 years. 

Senator Doveras. Would you say in 2 years more, if there hasn’t 
been appreciable progress in rehabilitating the slums, you would come 
back here and you would be for public housing then ? 

Mr. Summer. Not necessarily, sir. I still insist we need new hous- 
ing. Rehabilitation won’t do the complete job. This is like saying 
that the only type of new housing is public housing. There is no need 
for that, sir. There are all kinds of housing. Private enterprise 
repeatedly, in competition with public housing, has built faster and 
cheaper. 

Senator Doveras. No one claims public housing should be the only 
type of new housing. ‘The only question is for low-income groups or 
for certain minority groups, whether it is not needed to take care of 
people displaced from slums. 
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Mr. Summer. Do you feel it is better to help 100 percent or 13 
ercent—— 
. The Cuatrman. I think we might end this argument by saying this: 
You have to take care of displaced persons, either by this new method 
or by public housing, or by some other method. Period. 

Senator Dove.as. Or let the slums go. 

The Cuarrman. Or let the slums go. And nobody wants to do that. 

Mr. Wauremape. May I say this: We are talking about giving this 
thing a trial for 2,or 5 years. Public housing had a trial for 20 years 
and we said it has been most unsuccessful because it hasn’t attained the 
objectives. It hasn’t taken care of the lowest income group. They 
can’t even get into the public housing. That proposed in New York 
City is $12 per room per month, for public housing, and for 4 rooms 
it is $48. And yet they call it low rental. 

As far as the decreased cost of municipal administration that Sena- 
tor Douglas has referred to, the New York City Housing Authority, 
which I am familiar with, only recently within the past few months, 
has requested for police protection alone about 139 additional police- 
men, to police one city housing authority Federal project. It cer- 
tainly hasn’t decreased vandalism. It hasn’t decreased crime in 
those areas. 

So, I say the ultimate objectives of these things have not been 
attained through low-rent public housing. We have given this a 
chance for 20 years, so let’s give this new program a chance for a 
couple of years and see how it does. 

Senator Dovaras. It hasn’t had much of a chance. 

Mr. Watremapr. We have had more public housing than the city 
of New York can absorb. 

Senator Doveras. In all kindness, because I respect you gentlemen 
very much, one of the reasons it hasn’t been given a chance has been 
the steadfast opposition of your group. 

Mr. WatteMApeE. America will thank us for our opposition in years 
to come. 

The Cuarrman. Well, let’s proceed. 

Mr. Summer. The point I want to make is that the recommendation 
here is to make this a private facility. 

Secondly, FHA has never cost the taxpayers of America a penny. 
It has not been a subsidy. And Guy Hollyday the other day turned 
over a check of over $18 million to the Treasury, representing the last 
of the Treasury loans, with interest thereon, from the time the loan 
wasmade. And I don’t regard that in the same light as a subsidy. 

Senator Douctas. May I say that FHA, after all, in the first place 
dealt with the rising real-estate market, and, in the second place, it has 
been primarily to finance homes for the middle-class. It has not got- 
ten to the low-income groups, and it has not yet faced a falling real- 
estate market. 

Mr. Summer. That is right. I agree with you. 

Section 303 (b) would give the Association authority to impose 
charges or fees for its services with the objective that all costs and 
expenses of its opposition should be within its income—I think I have 
already covered that. 

Now, supplanting of Government capital. Section 303 (g) provides 
that after all of the capital stock of the Association held by the Treas- 
ury has been retired, the Housing and Home Finance Administrator 
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would suggest enabling legislation providing for transfer to the own- 
ers of the then outstanding capital stock the assets and liabilities of 
the Association along with its cortrol and management, in order 
thereby to make the facility a privately owned, operated, and directed 
institution. 

We believe that the bill should be amended in order that the trans- 
fer to private ownership would be self-executing and gradual, al- 
though the corporation should retain a measure of Government super- 
vision even after the facility is privately owned. When the Treasury 
stock has been retired, all of the remaining capital will represent the 
—— subscriptions of private sources. This there would already 

rave occurred 

The CuarrMan. Isthere any limit to the amount that any individual 
ought to own? 

Mr. Summer. No, because we recommended it be nonvoting stock, 
sir. 

The CuarrMan. I mean after the Government money is retired, 
and then it becomes wholly privately owned, should there be any limit 
on the amount of stock that anyone should own? 

Mr. Summer. I can’t see any reason for it offhand, unless it were 
voting stock, in which case there might be a very good reason. But 
if it is nonvoting stock—and our recommendation later on will 
unfold 

The Cuairman. You recommend it be nonvoting stock? 

Mr. Summer. Yes, sir. And therefore the ownerships would not 
represent any undue influence. 

Certainly there is no fundamental reason why it should be necessary 
to delay for many years the details of the legislation that are of im- 
mediate concern to the mortgagees who, after the creation of this 
facility, would be expected to make capital contributions to support the 
facility’s operations. Self-executing provisions in the bill for such 
future changes as are appropriate will constitute an additional incen- 
tive for immediate private participation and will bring closer to reality 
the ultimate objective of a privately financed secondary mortgage 
market facility. 

We believe that Government supervision—as distinguished from 
direction and control—over the facility should be continued. Gov- 
ernment supervision—perhaps by the Housing and Home Finance 
Administrator—along the lines of that exercised by the Federal Re- 
serve System and Farm Credit Administration, would underscore the 
public character of its operations. We recommend, therefore, that 
subsection (g) of section 303 be deleted from the bill. 

Section 304 (a) provides that mortgages may be purchased at or 
below the mortgage price, as determined by the Association. This 
facility we believe should be so organized and its Board of Directors 
instructed by the Congress to operate in such a fashion as to avoid 
becoming a primary mortgage buyer. To accomplish this, the Board 
would necessarily have to conduct the operation of the facility in 
the light of the market for its debentures and of the current or rea- 
sonably foreseeable market—after a period of seasoning—for the loans 
which it will buy. 

Now, as an illustration, if there were GI loans in New Mexico, 
where the prevailing discount or premium was 5 points below par, 
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there might be justification for this facility in buying that mortgage 
at a figure that, in the opinion of its offices, is a reasonable figure, 
after a period of seasoning. 

On the other hand, if the reason for that discount or the low price 
of that mortgage is because the area is overbuilt, and there is no need 
for further housing, then the facility would be justified in not accept- 
ing that loan. 

We believe it would be unfortunate to retain any provision in the 
bill indicating that FNMA might buy below the market price. The 
indication that FNMA might buy below the market could conceivably 
have the effect of depressing the market, psychologically. We recom- 
mend, therefore, that section 304 (a) be amended so as to permit the 
Association to purchase mortgages “at or near the market price but 
not above par.” That would not prohibit going below the market, 
but it doesn’t wave a red flag, that its function is to go below the 
market price. 

Section 304 (b) provides that the facility may issue debentures 
for not more than 10 times the capital, capital surplus, general sur- 
plus, reserves and undistributed earnings. And it also, quite prop- 
erly we believe, has a second specific limitation, that the outstanding 
obligations may not exceed the aggregate of the unpaid balances on 
the mortgage portfolio, plus cash and plus Government bonds. 

We believe, however, if this huge program of rebuilding our Amer- 
ican cities is to work successfully, and if it is not to impose a hardship 
upon the balance of the money economy, as represented by the insur- 
ance companies and the banks, and mortgage lenders, that, if possible, 
a new source of mortgage money be made available, namely, the sale 
of debentures to the public. And inasmuch as the underlying secur- 
ities are already guaranteed by the Federal Government, we recom- 
mend that that limit be increased to 15 to 1 rather than 10 to 1. 

Senator Doveras. Mr. Summer, may I ask one question: In your 
plan, would the Government have any residual liability, or would 
liability to the Government be eliminated under your plan ? 

Mr. Summer. Yes, sir. 

Senator Doveias. When would that happen ? 

Mr. Summer. I will get to that in my testimony. 

Senator Doveras. Could you state offhand ? 

Mr. Summer. When the Government funds have been retired—you 
mean as far as this secondary mortgage facility is concerned ? 

Senator Doveras. So far as ultimate governmental liability for 
losses. 

Mr. Summer. You are speaking of FHA, is that right? 

Senator Dovaras. Yes. 

Mr. Summer. That is something that many of our members have 
felt for a long time should pass into the hands of private lenders, and 
I think that there is much merit in looking forward to that situation. 

We sincerely believe that if this secondary facility as recommended 
here, builds up tremendous reserves necessary to do the job, and has 
these reserves hare enough, it may well be that the facility no longer 


needs guaranteed mortgages in its portfolio. 

Senator Doveras. But until that is done you will retain govern- 
mental liability under FHA and VA. 

Mr. Summer. I think there is no way you can avoid an interruption 
in the building economy of the Nation, which affects our entire econ- 
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omy. You can’t overnight cut it off. I think a gradual changeover is 
very much in order. 

he Cuarrman. As the bill is written now—excuse me; were you 
going to say something? 

Mr. Summer. I have a note here that the $1 billion Treasury back- 
stop on debentures would end when the Treasury stock is retired. 

hat is not specifically answering your question, because your ques- 
tion was on FHA, I think. 

But I see no reason at all why, after the Treasury stock is retired 
here, and after adequate reserves—and I mean really adequate re- 
serves—are established for losses, why the facility couldn’t then take 
on conventional mortgages, and not be limited to Government-guaran- 
teed mortgages. And in that way, gradually, without interrupting 
the building market and the lending market, that can be accomplished, 
and I think it is a commendable objective, sir. 

The Cuarrman. The bill, as written, you know gives the President 
the right to call directly upon the Treasury for money. 

Mr. Summer. That is right. 

The Crarrman. Should that continue after the Government stock 
has been completely retired ? 

Mr. Summer. Are you speaking now of the emergency assistance? 

The Cuarrman. Call it whatever you want to call it. But it gives 
the President the right to call upon the Treasury for funds. 

Mr. Summer. There is a special assistance clause in the bill, which 
pertains particularly to section 220 and 221 loans, and we have a 
comment to make on that. We think that probably will have the same 
experience that VA had, and that FHA had, and at first the lenders 
will be slow, and as the thing gets rolling, the need for it will discon- 
tinue. And if the Treasury participation or backstop ends with the 
retirement of the Federal funds on the rest of the program, there is 
no reason why it can’t end on the special-assistance phase of it, after 
the hurdle has been overcome. Experience, I think, has proven in the 
past that that is what does happen. 

Now, as to the Board of Directors, we propose an amendment which, 
like several others already referred to, would tend to bring closer to 
reality the objective of ultimate substitution of private capital for 
Government capital. True, we propose making the association a 
mixed-ownership Government corporation, but it must be borne in 
mind that private financial participation will commence on the day 
the association begins business. 

We believe, therefore, that the Board of Directors should consist 
of 7 persons, appointed by the President, without restriction initially 
as to their Government or non-Government status. When half of the 
Government-held stock has been retired—approximately $35 million— 
at least three of such members would be replaced by appointment 
from among stockholders from the mortgage lending, residential real 
estate, or home building industry. When all of the Government-held 
stock has been retired, then we propose that all of the directors be 
appointed by the President from among the stockholders and be 
broadly representative of the mortgage lending, real estate, and home- 
building industries. In this connection, we recommend that not more 
than one director be appointed from a particular industry. 
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With respect to the mortgage-lending industry, its various segments, 
such as savings and loan associations, commercial banks, and the like, 
should each be considered a separate industry for this purpose. 

And I think it is important that the Board of Directors do not have 
any more than one member from each segment of the industry, because 
it should be broadly representative, and not be based upon stock 
investment. 

We also recommend—and I will just touch on this—the creation of 
an Advisory Council of 15—the Secretary of the Treasury or his 
designees, the Chairman of the Federal Reserve System or his de- 
signee, the President of FNMA, and 12 others, appointed by the 
HHFA Administrator, for 3-year periods, staggered terms, represent- 
ing various segments of the industry, and various parts of the country 
geographically, to tie in the experience in the field with the overall 
lending policies. 

We recommend that at least until the Treasury funds have been 
retired and there is a substantial buildup, that there be no double 
taxation on the earnings of the facility; that anything paid out in 
dividends be taxable; that anything paid out in interest on debentures 
be taxable; also salaries—that they all be taxable. But until the re- 
serves are very, very substantial—I am talking about 15 or 20 percent 
of the mortgage portfolio—and until the Treasury’s funds have been 
retired, that there be no double taxation. 

We recommend also that any real estate owned by the association 
be subject to normal local taxation. We recommend that section 302 
be amended by prorneing that the association shall be deemed to be 
a mixed-ownership Government corporation until all the Federal 
financial participation has been replaced by private capital. The 
reason for that is so it will not be subject to the expenditure restric- 
tions imposed upon ordinary agencies by corporations. 

Now, in closing, I want to emphasize that the entire program on 
FHA, on slum clearance, on removal of slums, is purely academic, 
unless mortgage money flows. And I think this committee has men- 
tioned fhat several times. And what will make mortgage money flow 
is, first of all, a realistic program of handling interest. Secondly, 
I think it is most important that all standby authorities be removed, 
because that will have the effect of artificially creating a depression 
that need never be, because lenders and investment capital alike will 
wait back to see whether or not the authority is exercised. 

The Cuarrman. I am not quite clear what you mean. You mean if 
he has authority to change the interest and terms? 

Mr. Summer. Not the interest. We recommend on that, that it go 
toa board. We do not like the standby authority on interest either. 
We like the other proposal. But the standby authority on certain 
changes in the FHA type of lending, title II, sections 220-—— 

The CuarrmMan. You mean such as downpayment—— 

Mr. Summer. Downpayment, length of mortgage. 

The Cuarrman. You want that fixed definitely ? 

Mr. Summer. Whatever this Congress decides should be enacted, 
with no standby authority whatever. 

The CrHarrMan. But you do want authority to change the interest 
rate given to a board? 

Mr. Summer. Yes: under a reasonable formula. 

The Cuarrman. Why one and not the other? 


coe seach 


mt+rH tm fyoadad 


i meh in, sein, emmmlh eT el ot 





nts, 
like, 


lave 
1use 


est 





«cee eee 


HOUSING ACT OF 1954 451 


Mr. Summer. For reasons that lenders recognize and thoroughly 
know the economics of interest on mortgages. They know that under 
the proposal we have for a flexible interest rate, it would be merely 
a ratio with a return on all other forms of investment which no one 
can control in advance artificially. And if you do it artificially, un- 
realistically, you affect the value of the dollar. 

On the other matter, the question of the length of mortgages, the 
type of mortgages, and so on, you cannot expect risk capital to go in 
and buy land and go to the expense of architectural planning, acqui- 
sition of property, or expect lenders to agree to loan money, knowing 
that there may be other means of financing available that might be 
more advantageous. 

And it will result in everyone marking time. And when the build- 
ing industry and the mortgage-lending industry marks time you’re 
hauling your curtain down. 

The Cuarrman. Won’t you get the same thing on interest? 

Mr. Summer. No, sir. 

The Cuarrman. You won't? 

Mr. Summer. No,sir. If you announced, for instance, that interest 
would be increased at a later date, you certainly would get it, but 
when you have a facility where you don’t know whether interest is 
going down or up, that is not the result. 

But the moment you have a fixed interest rate, either high or low, 
you create an artificial situation that causes stops and starts; whereas 
a flexible interest rate, adjusted to the entire money economy, and 
realistically fitted into it, is understandable by all lenders. That is 
their business. 

Therefore, I say in conclusion, that without a proper secondary 
mortgage facility, without a realistic treatment of interest rate—and 
interest on debentures in terms of debentures are just as important 
as interest on mortgages—and without the facilities to help these 
small communities, these isolated communities, through participations 
and through extra service charges and through technical help that 
has been recommended, so that mortgage money will flow evenly 
throughout the United States and not favor the big centers, I don’t 
think you will solve the housing program adequately, and you will 
have merely a fine-paper program, which I believe is not what this 
Congress wants. 

Thank you for your time. 

The Cuarrman. I just want to call to the attention of the com- 
mittee that Mr. Foley, the former Adminstrator of the Housing and 
Home Finance Administration, is here this morning. We are 
delighted to have you, Mr. Foley. 

Mr. Wauremape. Mr. Chairman, before Mr. Burns concludes, I 
might say we brought with us the president of the National Asso- 
ciation of Real Estate Boards, Mr. Ronald J. Chinnock—one of Sen- 
ator Douglas’ constituents—who flew here. I would like to present 
our national president, Mr. Chinnock. 

Now, Mr. Burns would like to conclude. 

Mr. Borns. Mr. Chairman and gentleman of the committee, I am 
fully conscious of the lateness of the hour, and I only want to make 
a few concluding remarks. 

I think that whereas most of the discussion—and if you want to 
say “fireworks”—in connection with this bill might revolve around 
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section 221 and the public housing issues, I think it would be regret- 
table to overlook the fact that in this overall program, this overall 
attack on slums that we are trying to launch, the biggest job in reloca- 
tion will be in the moving of people—rather the people moving into— 
1 want to make a great distinction there—people moving into close-in 
rehabilitated housing. I think that anytime you try to create new 
housing for the lowest incomes, whether it be Government-owned 
housing or any other kind of housing, you get into a topsy-turvy 
type of economics. The idea of building new houses for the lowest 
incomes is a difficult thing, and it gets very complicated. 

I think the big job is always going to be to see to it that the people 
in the lowest incomes get better housing than they have now. And 
I think it is going to be more a matter of them moving into other 
rehabilitated, close-in neighborhoods, rather than transporting them 
to outlying areas, because there are a lot of reasons. 

There is a certain thing about neighborhood identity that is very 
important. People like to be near their churches; maybe they have 
walking distance jobs; children like to stay in the same school, if 

ossible. Keeping neighborhoods integrated as they are, probably also 
rings about less racial irritations. 

So, I think the big job is going to be in this rehabilitation program. 
In my city, for instance, it is rather surprising to note—Los Angeles 
is a rapidly growing city, but nearly two-thirds of the city’s census 
tracts showed a loss between April 1950 and a special census which 
was made in September 1953. The loss totaled nearly 71,000 for the 
census tracts involved, a shrinkage of 8.6 percent in 3144 years. This 
was not only the downtown area, which lost over 12 percent, but the 
whole central portion of the city. 

This loss, of course, was more than offset by a gain of 205,000 in 
the outlying parts of the city, including the San Fernando Valley. 

But the point I am making is that many cities are actually losing 
population in their close-in area. It may not pertain to the really 
hard-shell, rockbottom cities that have almost passed the point of no 
return, you might say, but it does apply to the vast majority of our 
cities throughout the Nation. 

Just within the last day or two—to give you an indication of the 
kind of things that are going on—here is a voluminous report from 
Fort Worth, Tex. I will read the first sentence: “The citizens’ com- 
mittee, appointed by the mayor to study housing rehabilitation, has 
completed its study.” And it goes on to report on that study. 

The CuatrmMan. Do you want to place that in the record? 

Mr. Burns. Yes, Mr. Chairman, we can. 

The Cuairman. Without objection, it will be placed in the record. 

Mr. Burns. And this one, from the city of Atlanta, reports for 1953, 
4,248 dwelling units repaired, and 463 dwelling units demolished. 

The Cuamman. That, too, may go in the record. 

(The documents referred to follow:) 

Fort Worth, Tex., March 10, 1954. 
Hon. Encar DEEN, 


Mayor and members of the City Council, City of Fort Worth, 
Fort Worth, Tez. 


GENTLEMEN : The citizens’ committee appointed by the mayor to study housing 
rehabilitation has completed its study. 

This study disclosed the following pertinent facts: 

1. There is a serious slum problem in Fort Worth and an immediate need for a 
program of housing improvement and neighborhood rehabilitation. 
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2. The program needed cannot be accomplished unless a separate housing 
commission is created to be solely responsible for housing improvement and 
neighborhood rehabilitation. 

8. There is authority in the city charter to establish a new office and activate 
a comprehensive rehabilitation program. 

In order to determine the need for such a program, the services of the depart- 
ment of sociology, Texas Christian University, were employed to tabulate perti- 
nent data on conditions in Fort Worth, at no cost to our city, thanks to Texas 
Christian University and Dr. Talbert. The following excerpts from the complete 
report, which is attached, indicate the scope of the problem in our city and the 
basis for our recommendations, 

Of the 89,380 dwelling units in Fort Worth, 28.8 percent are substandard, i. e., 
no water, no private toilet or bath, dilapidated, or no hot-water heater. Of 
the 40,845 renter-occupied units, 38.7 percent are substandard. Of the 62,510 
owned-occupied units, 22.3 percent are substandard. 

In a comparison of cities in the 250,000 to 500,000 population group, Forth Worth 
is among the cities with the worst housing conditions showing a percentage of 
slum factors that demand immediate action for the sake of the economic as well 
as the social well-being of the community. 

The human waste in these areas is obvious, but the effect slums have on Fort 
Worth’s economy has not been recognized heretofore. Each blighted area ei- 
bodies a hidden subsidy which is assessed directly or indirectly upon every citizen 
of Fort Worth. Accelerated deterioration of physical value, a declining tax base, 
and the toll of disease, crime, and delinquency are but a few of the costly attri- 
butes of these areas and are the burden of the entire community. Thus, the 
actual dollar cost has been largely hidden, but it is rapidly pushing the city 
toward bankruptcy, and we must act now or expect a major budgetary crisis in 
the near future. 

Experience in other cities indicates that rehabilitation of slum areas not only 
pays for itself in terms of city revenue from assessments, permits, sales tax, 
and so on, but it stimulates business throughout the community and provides a 
stable base for the city’s economy. 

In ad‘tition to housing, neighborhood rehabilitation plans must be concerned 
with proposed land use, city planning and zoning commission must sit in on street 
patterns, public facilities, and the like. Also, the new commission must work 
with individuals, civic organizations, industrial groups as niay exist or be orgin- 
ized on a profit or nonprofit basis to carry out the program. City departments 
and other local agencies principally concerned with the nonhousing portions of 
city improvement plans would be urged to schedule and locate their improvements 
in conformance with the agreed neighborhood rehabilitation plan. 

We have examined this type program elsewhere and fin’ that effective neich 
borhood rehabilitation cuts across many departments of city government and 
requires that responsibility for program planning and for enforcement of mini- 
mum housing standards be placed in a single office created solely for that pur- 
pose. This office is most effective if established as a commission. 

For these reasons and because of the obvious persistence with which slums 
have spread despite the laws on our books or our previous efforts, we feel the 
job can only be done if full responsibility for a complete program is established. 

This calls for a new approach and a fresh view which cannot be expected of 
men working in existing departments. Full-time responsibilities in their par- 
ticular fields, established routines, and attitudes cannot be changed by a new 
label. Regardless of their individual merit, we have found that successful 
rehabilitation cannot be accomplished with personnel borrowed from other depart- 
ments or programs integrated into existing agencies. We must centralize respon- 
sibility and authority and provide a Government vnit with authority com- 
mensurate to job, which the statistics show to be a major one. 

The ordinance attached provides for rules and regulations to govern existing 
property by establishing comprehensive minimum standards, a new housing ¢ m- 
mission to administer them, a citizens’ advisory council, bu'get, and staff. Sub- 
committee reports are also attached for study. 

In considering this problem and a city law to help correct it, your committee 
has considered that man is a part of nature and he must face the hazards of 
nature and fight them with individual courage and conquer them as a man should. 
At the very best, he can extend a helping hand to someone particularly beset. 
But he cannot guarantee, either te himself or his fellows, that by man-ma‘e !aw 
he can forever be protected from the laws of life. The laws of life remain and 
in meeting them man grows stronger and freer. Any attempt to evade them 
brings the penalty of weakness; slavery or death. 
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In recommending the passing of this ordinance, your committee has no inten- 
tion to change the necessary processes of other ordinances on inspection of homes 
in our city, nor to create a legal club over anybody’s head, but to set up a rule 
or law to help all of us to live healthier and happier in our beautiful city. We 
believe we live freer lives and have higher standards under our system of laws 
than any other government in the world. 

Authority for the creation of the new housing commission has been based on 
legal interpretation by the city attorney of section 1, chapter VIII of the Fort 
Worth city charter, wherein is stated: “The council shall have power by ordi- 
nance to establish other departments and offices.” 

We therefore make the following recommendations: 

1. The immediate introduction and passing of ordinance to establish minimum 
housing standards and to create a new housing commission with power to en- 
force minimum housing standards and accomplish complete neighborhood recon- 
struction. 

2. Establish the housing commission with a citizens’ council as specified in the 
ordinance to be completely responsible for the accomplishment of the program. 

8. Make available the necessary funds for the operation of the rehabilitation 
program of the housing commission. 

In view of the universal nature of this problem across the country, and based 
on both the experiences in other cities and the costly waste caused by conditions 
in Forth Worth, the committee recommends that Forth Worth take immediate 
action to meet this problem. It is hoped we can not only place Fort Worth on 
a sound economic and social base, but also that our city become a national leader 
in this vital program. 

Respectfully submitted. 

R. B. Brviines, 
Chairman, Subcommittee on Scope and Research. 
J. ©. LLEWELLYN, 
Chairman, Subcommittee on Legislation. 
Joe DRISKELL, 
Chairman, Housing and Sanitation Board. 
J. Bop ROpeERts, 
Chairman, Subcommittee on Administration. 


Marcu 10, 1954. 
ProerRAM Scope AND RESEARCH 
R. B. Billings, Chairman 


Subject: “Findings and recommendations. 
To: General committee chairman and members of mayor's citizens’ study 
committee. 


OBJECTIVES 


A. Determination of housing conditions in Fort Worth, and their relation to 
other civic and social problems. 

B. Determination of the scope of the housing program and interdepartmental 
cooperation necessary to rid the city of blight and prevent its occurrence or 
spread. 


INTERIM FINDINGS 


Slums and blighted areas do not remain static. Even without the findings of 
the research group at Texas Christian University, it is apparent to anyone walk- 
ing through such an area that the conditions visible there are infecting other 
parts of the city to a constantly growing degree. Dilapidated dwellings—over- 
erowded, lacking proper health and sanitation facilities, falling hazardously 
short of fire and safety standards, and usually served in inadequate municipal 
protective services—provide sufficient evidence in themselves of a basic problem 
that must be met immediately. 

Investigation of national and other city studies attached further indicate the 
tremendous waste in terms of both people, properties, and the economy, national 
as well as municipal. 

Despite the fact that this is the most serious problem we have ever faced, it 
is one of the least understeod. We find that many homeowners who want to 
repair their homes are unable to do so because of inadequate finance vehicles. 
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Although thousands of our substandard homes are basically sound, lending in- 
stitutions feel it is poor business to finance the repair of homes in blighted areas, 
even though the owner may be well able to carry payments on the debt by nor- 
mal standards. We have found, however, that the lending institutions take an 
entirely different view when we talk in terms of rehabilitating entire blocks and 
entire neighborhoods. It is sound business and a good investment if all of the 
houses in a given area are raised to higher standards. 

In view of these facts, and the indisputable statistical data attached, we 
recommend that the program be geared to operating on a neighborhood basis, 
with sufficient budget and personnel to both prevent sound neighborhoods from 
slipping into slums, and also to return to good standards those neighborhoods, 
now blighted, which can be successfully reconstructed. 

We further recommend that careful consideration be given to interdepart- 
mental programs that will focus the many resources available in Fort Worth 
on these areas that have so little and need so much. 

We are confident that the returns in both human and economic terms will far 
surpass any expenditures necessary to the institution of this program. Other 
cities have found the cost is less than is being spent on free medical care alone, 
and this program is one that aims at preventing the conditions that create the 
need for that free medical care. 

All of us can see the danger to our country in permitting people to live under 
disgracefully filthy and miserable conditions, but we must also realize the posi- 
tive threat of municipal bankruptcy if we are to devise a program that is 
sufficiently bold and realistic to actually eliminate the causes of slums and 
blight, and return our community to a stable, economic basis as well as a sound 
social one. We strongly recommend that this consideration be brought to the 
attention of the city officials and that the determination of budget and personnel 
be based on long-range benefits to the city and its people rather than on short- 
sighted budgetary considerations of a temporary nature. 

We further recommend that a continuing study be made to verify our belief 
that this program will save money for our city if we provide funds realistically— 
geared to the need and the size of the job—rather than to temporary budgetary 
considerations that are based on a local economy suffering the effects of slums 
and blight. Wise investment in a thoroughgoing program at this time can pro- 
duce more stable revenues, in addition to the urgent solution of the human 
misery bred in slums and blight. 


Statistics based on U. 8S. Department of Commerce: Bureau of Census, 1950 

















Condition of housing in the city of Fort Worth Number Percent 
Owner-occupied dwelling units... ......-..-..2.--2---.22.-.-.---2-2---2---2----- 62, 510 |... be 
eC 0 <n ois 0n. 0c tn weeeninadstaetirnanetn=akwansaee a 5, 965 9.5 
POP TINS cased aceeses D4 dl icicv oct eabebdnehnabehetettsetelsdeduestes 1, 795 3.1 
CN ash hk his ik ski 8 - Seen cts te bbb se beodadeonabsbied 3, 220 5.1 
TE Ty Sn SII «cca wnc ccc cacensnnsesarknaaasenaanemweds 10, 980 17.7 
ee RE isc dtactcccesncccontinesanpeatanenspheedpeaabkiaaeses 3,005 4.6 
sb tGbed Dik andhtbbodwccstimeeresacossdsearstenpeinndtndnetmenabnidtt 13, 985 22.3 
OE IE oie dndnegn ois erp paseeuee. scence pieseebnnentanieemmenats ‘ aE invinwkpis oe 
Tee I Nae <5 oh Sed ieee ctticketalacnndideocdcsincwscss SE inegereocs- 
Bie SUE COINS OE ces demas ecm enatboe pate nnnd wqaqenaip ape das 8, 390 20.5 
Sen TI. «a Taddticenmpantenaaudaainn nase eee ete tieene manmade 4 1, 320 3.2 
PORE SD, AU. A diteck ebb bce ck alabeapeawecbbidesdeccdesees 4, 500 11.0 
OO Ur GINS CURRIED. gioco nn nccnncotuignnedinawabsneenet<agphbos 14, 210 34.7 
I IIa 5 as onteinrecaggnnnncounpsdevnaenale daeeehenaiitidantc 1, 620 4.0 
TE i cas centarnntics Wabbeihobad~akbhdsdetccah-tddadadatocsbddidpddddinse debi 15, 830 38.7 

FE ic bitin nee bntccebas sandeeresneie eres ennarentohensbiitt<semebeiel 6 (111 LT BED betobeoreen 
Combined owner- and renter-occupied..............-.--..---------------------- 103, 355 ; 
IR Se aE ROI a, « «sisiviie is din ns <dndopisthibstsed peso cisie Ato ied 14, 355 by 13.8 
ac aan ili alanis caches edhe a 3,115 3.1 
IEE Fasc. c alsin: etraainratebenanatgamencenstan os 7, 720 7.4 
Substandard by above standards. _......_....-- Sed ts 2 25, 190 24.3 
TPE HI nn ctunndbbonsibmadiiboorenioamemieress bhiblensht« 4, 625 4.5 
Wetec slots Jit asl sy il ee el i Jee i 29, 815 28.8 
NOR OE CCIE rs tas bata i ssbinds> <i ow bed di~ ebb ddandendbibndsve GC Oe. .icince 








44750—54— pt. 1——-30 





456 HOUSING ACT OF 1954 


These national averages summarize the problem: 

Slum and blighted (semislum) districts comprise about 20 percent of a city’s 
residential areas, but they account for 33 percent of the population, 45 percent 
of the major crimes, 55 percent of the juvenile delinquency, 50 percent of the 
arrests, 60 percent of the tuberculosis victims, 50 percent of the disease, and 35 
percent of the fires. 

This means that they swallow up almost half of every tax dollar—45 percent 
of total city service costs. 

Despite this tremendous drain into so limited an area, they return only 6 per- 
cent of the tax revenues (real estate). 

A study made by the Haynes Foundation for the city of Los Angeles indicates: 











Non- 

Blight | plight 

area 
City revenue per capita por year.....-......------------ b adh Gesmbicuasebsenedenheeeenl $4. 25 $11.30 
City expenditure per capita per year-........-.....-..-.---.--------+------------<<-<- 7.11 3. 67 





ADMINISTRATION 
J. Bub Roberts, Chairman 


Subject : Findings and recommendations. 
To: General committee chairman and members of mayor’s citizens study com- 
mittee. 


The persistence with which the spread of slums and urban blight deties routine 
processes of city government, points up the need for a new approach. We have 
provided that on the attached organizational chart, through the proposed com- 
mission on housing. 

A separate commission for specifically handling the whole problem of blight 
is based on experiences in many cities. Within this new unit will be centralized 
responsibility for all aspects of the program. The commission sets policy and 
its housing department effectuates that policy. 

Examination of other cities’ experiences indicate that no existing agency bas 
either the authority or the administrative machinery to do a complete job in 
this vital area of housing rehabilitation and maintenance. Exsiting departments 
are further in the position of being trained and wholly occupied with major 
tasks currently assigned them, and it is basically unsound to attempt the major 
revision of attitudes and long-established policies that would be necessary. 

Effective programing to eliminate blight from our city and prevent its regrowth 
calls for extensive operational capacity. Simply coordinating the work of exist- 
ing agencies is wholly inefficient for the problem we are facing. The rehabilita- 
tion program cuts across most departments of city government and responsibility 
for the inspection of homes, blocks, and neighborhoods to assure compliance with 
minimum standards must be delegated to one agency concentrating on that job 
and no other. This is basic if we expect to have a uniform and effective rehabili- 
tation program administered here. 

This proposal is supplemental to that submitted and approved by the committee 
on October 15, 1953. 

Your chairman has conferred with City Manager W. O. Jones on this matter 
and Mr. Jones approves, providing the proposed ordinance, copy of which is 
attached, is approved by the city legal department and passed by the city council. 
However, Mr. Jones states that inasmuch as budgets for the remainder of the 
fiscal year cannot be changed, it will be his recommendation for the balance of 
this year to follow the housing department estimated budget for 1953-54 as 
approved by the committee on October 15, 1953. With the experience gained 
for the balance of this fiscal year on this program, the housing commission can 
be set up with an adequate budget to assure the proper administration of this plan. 

Believing that it is the desire of every good citizen to eliminate substandard 
housing conditions; that our city council, city manager, and other city officials 
are wholeheartedly for such program; and that everything within reason should 
be done to expedite putting the program into effect, it is your chairman’s rec- 
ommendation that we accede to Mr. Jones’ recommendation for the balance of this 
fiscal year and put the full program into effect with the beginning of the new 
city fisce’ year when a budget can be set up to cover the full comprehensive plan. 
I am sure such procedure will meet with the endorsement of a substantial 
majority of our entire citizenship. 
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Clerical Help 
ENOGRAPHERS 
CLERK TYPIST 





OUSING INSPECTORS (8) 
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The salaries listed are based on a comparative study of pay scales in Fort 
Worth and other cities of comparable size. 

We recommend that the director be appointed, but that all other positions be 
civil service. 

The new housing commission office is best located in or near city hall. It must 
be easily accessible and give people confidence that they can come in and get 
answers to their questions before they leave. 


Housing COMMISSION 


1. Salaried personnel: Total salaries 
Director (GONG név yuek Pil ede ea... $8, 500 
Law-enforcement supervisor ($5,500 per year) ...------------_- 5, 500 
Information-education assistant ($5,500 per year) -....--------- 5, 500 
6 housing inspectors (2) ($4,000 per year) .-.__.--_-.---_---__- 24, 000 
2 housing inspectors (1) ($3,500 per year) _.._.-._---_-------_-- 7, 000 
Stenographer-clerk (2) ($3,200 per year) (range 250-300 per 

i oe in ee ed enema 2 
CGai-typist (8) (GR.700 per Fant)... 2, 750 
ky hm OO fey AR RC a ee ee 2, 400 
ae a a ea ei aia tar lie animale 58, 850 
2. Operational expense (supplies—Stationery, forms, miscellaneous ; edu- 
EWOURGID SRUUUCGR) CIN OUR a oi iciireccirec ce nenanwnpens 10, 000 


8. Office equipment (desks, chairs, phones, file cabinets, tables)_.....-..  ~---- 


Subject: Recommendations for a department of housing. 
To: General chairman, housing and sanitation board. 


This committee made further study of the creation of a department of housing 
in the city government. Regarding the organization of a new department, Mr. 
W. O. Jones, city manager, expressed the opinion that the program would be 
successfully carried out if it was made a part of the department of public health 
and welfare but in the view of the opinions of members of the committee and 
others he would recommend that a separate department be created. It was 
agreed that a 7-man housing commission, including 5 lay persons and the directors 
of the departments of public health and public works, should be appointed by the 
city council. This commission should determine policy and supervise the general 
operation of the department of housing. In addition, it would perform such 
functions as may be required by the adoption of the ordinances that are being 
prepared by the legislative subcommittee. Also, the commission would provide 
public support of the proposed program. The city manager would be responsible 
for the budget and management of personnel of the new department. 

It was learned from Mr. Jones that the new city budget contains estimated 
expenditures exceeding estimated income by some $425,000. For this reason, it 
was deemed necessary to reduce the recommendations for personnel for the 
housing department for the current year as much as possible. It is the opinion 
of this committee that the program for improvement of housing in Fort Worth 
is so important that every reasonable effort should be made to inaugurate the 
program as soon as possible. Mr. Jones agreed that the program should be 
started without delay and he devised a scheme for securing personnel on a 
loan basis from various departments so as to get the program under way with 
a minimum of expenditure. 

The location of the department of housing is important, and it seemed logical 
that it should be located in the city hall. Preferably it should be located on the 
fourth floor to permit close liaison with the building and sanitation divisions. 
In order to provide this space it will be necessary to accomplish some minor 
reconstruction in the area presently occupied by the health department. 

This committee submits the following recommendations regarding the creation 
of the department of housing and the operation of this department for 1 year: 

1. The appointment of a 7-man housing commission by the city council includ- 
ing 5 lay persons and the directors of public health and public works. 

2. Create by ordinance a department of housing in the city government. The 
housing commission would be responsible for determining policy and supervision. 
The city manager would be responsible for budget and personnel management of 
this department. (See attached chart.) 

3. Personnel in the department of public health and the department of public 
works would be assigned on a loan basis for the remainder of the current fiscal 
year. 

(a) Director of housing would be loaned from the department of public health. 
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(b) The information-education assistant would. be made available on a part- 
time basis from the health department. 

(c) Four inspectors would be assigned to the department of housing, one each 
from health, electric, plumbing, and building. 

(d) One new employee, a clerk-stenographer (2), would be employed. 

4. The department of housing should be located on the fourth floor of the city 
hall to permit close liaison with the building and sanitation divisions. 

5. The recommended budget including necessary allotments for office equip- 
ment and supplies is attached. 


Housing Department estimated budget, 1958-54 


Housing director 


Clerk-stenographer (2) : 3 months at $250; 7 months at $265_-__.___--____ $2, 605 
Information-education assistant (loan, part time)—-------------__-___. ~----- 
Inspectors : 


ts GUeene SUGGS CO Se caleeniibedinetiibee: abetneneen 
1 plumbing department (loan 1st year) 
i electrical department (loan ist year) 6116. oc eke e nent, o0--—- 
1 building department:* 3 months at $360; 6 months at $380; car 

Mire, gue and ofl, 0 montis Ot G00 oni cn etn netiue 8, 810 
Fire inspector on call from fire marshal’s office 


Office expense : Supplies, printing, educational material 
Capital expense: 


Office equipment: Desks, chairs, cabinets, typewriter_.__.__-_ $1, 600 
Office space : Reconstruction__....-...._..._..._.-__--- 8, 700 
5, 300 
abi in, bicuatnee es So es 2 ee ee bee Ld 12, 915 


1 This inspector would need to be replaced in building inspection division. 


HOUSING AND SANITATION BOARD, Ciry or Fort WortH, Fort Worth, TEx. 


Joe Driskell, Chairman 
J. Bob Roberts, Vice Chairman 


1. PROGRAM SCOPE AND RESEARCH 


R. B. Billings, chairman Mrs. Ernest Boswell 
J. A. Dashiell, vice chairman Joe F. Kunze 

Israel P. Anderson Lalo Cuellar 

Dr. W. Kenneth Thurmond Dr. Leroy Bursey 


Mrs. Tim Dunn 


City Employees Assigned to the Board as Ex Officio Members 


Dr. W. V. Bradshaw R. Usher Andrews 

C. M. Thelin A. R. McConnell 
2. LEGISLATION 

Jack Llewellyn, chairman L. V. Johnson 

Charlie W. Horan, Sr., vice chairman FE. EB. Cloer 

Joe J. Johnson Joe M. Sodd 

Dr. William M. Crawford L. Ross Mathews 


City Employees Assigned to the Board as Ex Officio Members 


W. R. Hardy 8. G. Johndroe, Jr. 
I. BE. Nowlin C. C. Killian 
L. G. Larson 

3. ADMINISTRATION 
J. Bob Roberts, chairman Frank R. Gurley 
Mrs. James Leonard, vice chairman Mrs. Lola Rodriquez 
Chas. E. Armstrong Joe T. Yeargan 


E. O. Wurzback 
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City Employees Assigned to the Board as Ex Officio Members 


Ww. O. Jones W. 8S. Curlee 
J. Frank Davis Uel Stephens 


ApvisoRy COMMITTEE TO EXECUTIVE SECTION or HOUSING AND SANITATION BOARD 
OF THE CITY oF Fort WorTH 


Murray Kyger David McGee 

J. E. McKinney V. C. McNamee, Sr. 

QO, C. Armstrong Alvin E. Soniat 

Berl B. Godfrey Phillip R. North 
Charles Fleming Rev. Gaston Foote 
William Fleming William B. Henderson 


PUBLIC INFORMATION 


Boyce House, chairman George Bevel 

E. D. Alexander, vice chairman M. W. Taggart 
Bill Augren Wayne Brown 
Lillard L. Hill, Jr. 


ORDINANCE No, —— 
(Housing ordinance) 


An ordinance to prevent, remedy, and eliminate slum conditions in the city of Fort 
Worth; to establish a housing commission and a procedure by which the hous- 
ing commission shall enforce this ordinance; to establish minimum standards 
for habitable buildings; to provide for the maintenance of habitable buildings 
up to minimum standards; to regulate overcrowding and to provide minimum 
standards of occupancy ; to authorize the housing commission to exercise powers 
necessary or convenient to carry out and effectuate the purposes and pro- 
visions of this ordinance; to provide for the budgeting of expenses and costs 
for the operation of the housing commission; to establish a citizens’ advisory 
council to aid and assist the commission; to declare the maintenance and use 
of dwellings below the minimum standard a nuisance; and to provide penalties 
for the violation thereof 


Whereas it has been found by the city council of Fort Worth that there exists 
within this municipality dwellings which are unfit for human habitation due to 
dilapidation, defects increasing the hazards of fires, accidents, or other calamities ; 
lack of ventilation, light, or sanitary facilities; and other conditions rendering 
the dwellings unsafe and unsanitary and dangerous or detrimental to health, 
safety, or morals; and that there are dwellings otherwise inimical to the welfare 
of the residents of this city; and 

Whereas a major objective of the city council of Fort Worth is to combat suc- 
cessfully slum conditions and prevent their future growth; and 

Whereas experience in Fort Worth has demonstrated that slum conditions 
result in large measure from improper maintenance of dwellings, inadequate 
sanitation, overcrowding of dwellings and general community neglect; and 

Whereas experience has also shown that through well-planned and vigorous 
enforcement of minimum housing standards, these conditions can be relieved 
and prevented ; and 

Whereas there has been developed in other cities a concentrated municipal 
effort for combating slum conditions by vigorous housing law enforcements, and 
whereas, the Federal Government has adopted as a matter of policy, and is con- 
sidering proposals by the present administration to lend aid and assistance to 
those cities who adopt a strong, vigorous program to prevent and combat slum 
conditions as a local matter; 

Now therefore, be it ordained by the city council of the city of Fort Worth, Tex.: 

Section I. This ordinance shall be known and may be cited as the housing 
ordinance. , 

Sec. II. There is hereby established a housing commission to be composed of 
five members, each of whom shall be a resident and real property- owner of the 
city of Fort Worth. They shall hold office for a period of 2 years, or until their 
successors are appointed. In addition to these five members, the city fire 
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marshal, city building commissioner, and city sanitary engineer shall be ex 
officio, nonvoting members of said housing commission. Any city employee in 
the respective departments or divisions of the city who shall be designated by 
the city manager shall be authorized to act as substitute for their respective 
superior as ex officio members of said commission. 

Sec. III. There is hereby established the office of director of the housing 
commission responsible for enforcement of this ordinance, to be appointed by the 
city manager. The citizens advisory committee shall have the responsibility 
to submit to the city manager a name or names to consider for the selection 
of said director. 

Sec. IV. There is hereby established a citizens advisory committee, to be com- 
posed of 25 members, each of whom shall be a resident and real property owner 
of the city of Fort Worth, appointed by the city council. They shall hold office 
for a period of 2 years or until their successors are appointed. They shall have 
the duty to advise with and direct the housing commission for the purpose of 
accomplishment of the aims of this ordinance and to enlist public support 
therefor. 

Sec. V. It shall be the duty and responsibility of the city manager to prepare 
and submit a budget to cover operation of the housing commission each year, 
For the balance of the current fiscal year, transfer by the city manager of not 
less than five employees in addition to the director is requested and approved, 
if such personnel cannot be hired within existing budgetary limitations. 

Sec. VI. Every building or structure, used in whole or in part, as a home or 
a residence, or in connection therewith, shall conform to the requirements of this 
ordinance, irrespective of the class to which the building may otherwise belong. 
This ordinance is for the purpose of establishing minimum standards for oc- 
cupancy, and does not replace or modify any standards heretofore established 
for the construction, replacement, or repair of buildings, but is in addition thereto. 

Sec. VII. Definitions: Owner shall mean any person, firm, or corporation who 
alone or jointly or severally with others shall be in actual possession of, or have 
charge, care, management, or control of, any dwelling or dwelling unit within 
the city, or employee or agent of the owner, or as trustee or guardian of the 
estate or person of the titleholder, and such person shall be deemed and taken 
to be the owner or owners of such property within the true intent and meaning 
ef th'; ordinance, and shall be bound to comply with the provisions of this 
ordin:.nce to the same extent as the record owner, and notice to any such person 
or any order or decision of the housing commission, or its authorized representa- 
tive, shall be deemed and taken to be a good and sufficient notice as if such person 
or persons were actually the record owner or owners of such property. 

Occupant shall mean any person as owner, tenant, licensee, trespasser, or 
otherwise in exclusive or partial possession or living upon the premises. 

“Dwelling” shall mean any house or building which is occupied or intended 
to be occupied in whole or in part as a home, residence, or sleeping place of one 
or more human beings, either permanently or transiently. 

“Dwelling unit” shall mean any room or group of rooms located within a 
dwelling as hereinabove defined, with facilities for “regular’’ cooking, and occu- 
pied or intended to be occupied by a person or family as their home and where 
they sleep, except buildings used primarily for commercial purposes where the 
occupant is the custodian of the building. 

“Habitable room” shall mean every room in any building in which persons 
sleep, eat, or carry on their usual domestic or social vocations or avocations, but 
shall not include private laundry, bathrooms, toilets, pantries, storerooms, corri- 
dors, or other similar places not used by persons frequently, or for extended 
periods. 

“Habitable building’ shall mean any structure or part thereof with 4 walls 
and a roof that shall be used or intended to be used as a home or place of abode 
by 1 or more persons. 

“Basement” shall mean that portion of a building which is usually below grade 
or partly below and partly above grade, the ceiling of which is less than 4 feet 
above the average grade of the adjoining ground. 

Sec. VIII. Whenever a dwelling is found by the housing commission to be unfit 
for human habitation or dangerous to life or health by reason of want of repair, 
deterioration, or defects in the drainage, plumbing. lighting, ventilation, or the 
construction of the same, or by reason of the existence on the premises of a 
nuisance likely to cause sickness or injury to the occupants of said dwelling, or 
for any other cause affecting the public health or safety, or for any other reason 
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violating the terms of this ordinance, the said housing commission may cite the 
owner, agent, or representative of said owner, or person violating this ordinance, 
to appear and show cause why such building should not be declared to be a sub- 
standard building, and why he should not be ordered to vacate, repair, or destroy 
such building or structure, or why such violation should not be stopped. The 
date of such hearing shall be not less than 10 days after such citation shall 
have been made. Such citation may be served by delivery of a copy thereof to 
the person violating the terms of this ordinance, or to the owner, or the person in 
possession, or if premises be unoccupied, by attaching a copy of such citation 
in a place of prominence on such building or structure. On the day set in such 
citation for hearing, hearing shall be had and on the basis of such hearing the 
housing commission shall issue such orders as shall appear reasonably neces- 
sary to prevent the said building or structure from being a hazard to life or 
property, and to eliminate or correct said condition or conditions violating this 
ordinance. 

The person violating the terms of this ordinance, or the owner of any such 
building or structure, or his authorized agent or representative, may appeal 
from an order of the housing commission by giving notice thereof within 10 
days from date of said hearing and file with the city tax assessor-collector a fee of 
$10. Such appeal shall be to the city council, and upon perfection of appeal, the 
city council shall set a date for hearing before it and such appeal shall be by trial 
de novo. 

Pending appeal such orders of the housing commission as have been issued 
shall be suspended in their operation. 

Sec. IX. Duty of occupant: Every occupant shall be, and is hereby charged 
with the following duties: 

(a) Every dwelling, and every part thereof, including all yards, lawns, 
and courts, shall be kept clean and free from any accumulation of dirt, 
filth, rubbish, garbage, or similar matter, and shall be kept free from vermin 
or rodent infestation. 

(b) It shall be the duty of every occupant of a dwelling unit to keep in 
clean condition that portion of the property which he occupies and over 
which he has exclusive control, to comply with the rules and regulations 
of this ordinance on the number of persons occupying a room, to place all 
garbage and refuse in proper containers, to eliminate all infestations by 
extermination methods and to maintain the plumbing fixtures and accessories 
in a sanitary condition. 

(c) The occupant shall provide such approved receptacles as hereinafter 
specified as may be necessary to contain properly all garbage, rubbish, and 
ashes. 

(d) It shall be unlawful for any person wilfully and maliciously to deposit 
any material in any toilet, bathtub, sink, or any plumbing fixture, which 
may result in the obstruction of any sanitary sewer. 

If the occupant shall fail to keep his portion of the property clean or violate 
any of the provisions of this ordinance, the housing commission, or its authorized 
representative, shall furnish written notice of violation as herein provided, to 
the occupant. Such written notice shall describe the violation in such a manner 
as to apprise the occupant of the nature thereof. Failure of the occupant to 
comply with such notice shall be deemed a violation of this ordinance and a 
misdemeanor and upon conviction thereof the occupant shall be subject to the 
penalties herein provided. Appeal from such order shall be as herein provided 
under section VIII of this ordinance. 

Sec. X. Regulation for the use and occupancy of dwellings: It shall be un- 
lawful for any person to use or occupy, or for any owner or person deemed to be 
the owner, as hereinabove defined, to permit any dwelling or dwelling unit to 
be used or occupied as a place for human habitation unless the same complies 
with the following standards hereby promulgated, and any habitable building 
which shall fail to conform to the standards set forth below, shall be deemed a 
nuisance. 

(a) Basement or cellar: The basement or cellar of any dwelling shall 
be kept in a dry and ventilated condition and shall be kept free from 
rubbish accumulation, vermin, and rodent infestation. 

(b) Heating: Every dwelling unit shall be constructed and maintained 
so that it is possible to safely and adequately heat all habitable rooms 
and bathrooms to a temperature of 70° F. at a distance of 3 feet above 
the floor level in the center of the room under ordinary minimum winter 
conditions and every dwelling shall have heating facilities which are 
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properly installed and maintained in safe ancl good working condition to 
accomplish the above 70° I’. requirement. 

(c) Dampness: The floors, ceilings, and walls of every dwelling and 
every dwelling unit shall be kept free from excessive dampness resulting 
from leakage through walls, roof, or floor. 

(d) Ventilation: Every habitable room in a dwelling or dwelling unit 
shall contain a window or windows opening directly to the outside air and 
the total area of such window or windows shall be not less than 10 percent 
of the floor area of such room. All window sashes shall be glazed and 
provided with suitable hardware and shall be made to open to the extent 
of not less than 4 percent of the floor area of such room. In the event that 
air conditioning is the medium by which ventilation is obtained, the air- 
conditioning unit shall be of such size and capacity and kept in such good 
workable condition and order as to provide substantially the same ven- 
tilation as is provided by the required window facilities hereinabove set 
out. 

(e) Lighting: Every habitable room shall have at least (a) 1 ceiling 
electric outlet and 1 duplex wall or floor outlet, or (b) 2 duplex wall or 
floor outlets, if electricity is available. 

(f) Basement dwelling units: The use of basements for dwelling units 
is hereby prohibited. 

(g) Space requirements: Every dwelling unit shall contain at least 100 
square feet of floorspace for each occupant thereof, the floorspace to be 
calculated on the basis of total habitable room area. 

In every dwelling unit of 2 or more rooms, every room occupied for 
sleeping purposes by 1 occupant shall contain at least 70 square feet of floor- 
space, and every room occupied for sleeping purposes by more than 1 occu- 
pant shall contain at least 50 square feet of floorspace for each occupant 
thereof. Children under 12 years of age shall be considered one-half occu- 
pant for purposes of computing floorspace per occupant. 

These space requirements shall not apply to mobile houses located in 
parks approved by the director of public health and welfare. 

(h) Sanitary facilities: In every dwelling unit there shall be a running- 
water connection to a water system approved by the director as provided 
by law and a kitchen sink. There shall be at least 1 toilet or water closet, 
1 lavatory, and 1 bathtub or shower for every 10 persons, or fraction 
thereof, occupying a dwelling which facilities shall be in a separate and 
enclosed room located within and accessible from within the building, pro- 
vided, however, that not more than 1 water closet, 1 lavatory, or 1 bath 
or shower shall be required for a dwelling unit. All sinks, water closets, 
washbasins, and bathtubs or showers, shall be connected to the sanitary 
sewer, or in areas where sanitary sewers are not available, such facilities 
shall be connected to a septic tank disposal system constructed and main- 
tained in accordance with the city code. 

(i) Plumbing.—In case of rented property normal wear and tear to the 
plumbing system shall be the responsibility of the owner thereof, and the 
occupant shall be required in the event of exclusive one-family use of the 
plumbing system, to keep all sewer lines clear and free from obstruction and 
in ~_— working order, otherwise the owner shall have full responsibility 
thereof. ‘ 

(j) Lighting and ventilation of toilets and bathrooms.—Every toilet and 
every bathroom in a dwelling shall have at least one electric outlet in either 
the ceiling or wall if electricity is available and shall have adequate i 
ventilation. ; 

(k) Garbage, rubbish, and ash receptacles —Every dwelling and every 
dwelling unit shall be provided with such receptacles as may be necessary to 
contain all garbage, rubbish, and ashes, and all such receptacles shall at all 
times be maintained in good order and repair. Receptacles for garbage shall 
be made of substantial material, watertight, provided with tight covers, and 
shall conform to the requirements of the city code. Receptacles for garbage 
shall be covered at all times. 

It shall be the duty of whomever pays for the water to accomplish garbage 
disposal at least twice per week. 

(1) Hntrances.—Each dwelling unit shall have a separate access either to 
a hallway, landing, stairway, or stair. 

(m) Drainage.—All courts, yards, or other areas on the premises of any 
dwelling shall be properly graded and drained. 
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(n) Screens.—All exterior openings shall be provided with screens suitable 
to prevent entry of flies and other insects. In the event of rented property, 
it shall be the duty of the tenant to keep all such screens in good order, 
reasonable wear and tear excepted, which shall be the duty of the owner. 

(o) Fences—-All fences which are dilapidated shall be repaired or re- 
moved by the owner. 

(p) Accessory buildings.—Accessory buildings, shacks, lean-tos, or other 
buildings on the premises which are dilapidated shall be repaired and made 
ratproof, or shall be removed by the owner. All such buildings shall have 
at least 7-foot headroom. The occupant shall maintain and keep such build- 
ings to be free of rodent and vermin infestation. 

Sec. XI. Each dwelling and every part thereof shall be maintained in good 
repair by the owner or agent, and fit for human habitation. The roof shall be 
maintained so as not to leak, and all rainwater shall be drained and conveyed 
therefrom so as not to cause dampness in the walls or ceilings, or a nuisance 
to adjacent buildings. All steps, floors, stairways, stairwells, doors, porches, 
windows, screens, skylights, airshafts, mantels, chimneys, plumbing, toilets, 
sinks, walls, and ceilings shall be kept in good, sound, safe, and usable condition. 

Sec. XII. All dwellings, dwelling units, yards, and courts which are in viola- 
tion of any of the provisions of this ordinance are hereby declared to be a 
nuisance and shall be abated by being corrected, made sanitary, repaired, or 
vacated in accordance with the orders of the housing commission. 

Sec. XIII. Whenever a dwelling is found by the housing commission to be 
unfit for human habitation or dangerous to life or health by reason of want of 
repair, deterioration, or defects in the drainage, plumbing, lighting, ventilation, 
or the construction of the same, or by reason of the existence on the premises 
of a nuisance likely to cause sickness or injury to the occupants of said dwelling, 
or for any other cause affecting the public health or safety, the housing com- 
mission or its duly authorized representative may issue an order to the party 
or parties responsible for the violation of this ordinance directing that the 
matter, condition, or thing be removed, abated, suspended, altered, or otherwise 
improved as his order may specify. If such order of the housing commission 
issued under the authority of the provisions of this ordinance is not complied 
with within the time specified, the director may order the premises vacated 
by posting a notice on the front of the building. Such notice shall state that 
the order of the director was not complied with within the time stated in said 
order; that the building is hereby declared unfit for human occupancy; and 
that occupancy is prohibited after the date stated therein, which date shall be 
not less than 5 days nor more than 60 days from the date the notice is posted. 
A copy of such notice shall be sent to the owner of the property or his agent, 
if names and addresses, after reasonable search, can be ascertained, and to the 
occupants of such dwelling. 

No person shall again occupy such a vacated dwelling until a written state- 
ment shall have been secured from the housing commission stating that the 
dwelling is in compliance with all applicable city ordinances. 

It shall be unlawful for anyone to let, lease, occupy, or permit the occupancy, 
whether for a consideration or not, of any dwelling so posted and such vio- 
lation of this provision shall constitute a misdemeanor under the ordinances of 
the city of Fort Worth. 

Seo. XIV. The housing commission and its duly authorized representative are 
hereby authorized to enter into the premises of any habitable building for the 
purpose of making inspections to determine whether the provisions of this ordi- 
nance are being complied with, and may make such inspections and surveys by 
blocks and areas. 

Sec. XV. For the purpose of protecting the health, welfare, and safety of the 
inhabitants of dwellings or dwelling units, the housing commission and its duly 
authorized representatives are hereby authorized to enforce the provisions of 
this ordinance and to make such rules and regulations as shall from time to 
time be necessary to put into effect the purposes of this ordinance. Such rules 
and regulations shall become effective when recommended to and approved by 
the housing commission and thereafter approved by resolution of the city council. 

Sec. XVI. This ordinance shall be cumulative of all provisions of ordinances 
adopted by the city of Fort Worth relating to the sanitation, building, health, 
and plumbing requirements thereof except in those instances where the provi- 
sions of this ordinance are in direct conflict with such other- ordinances, in 
which instances said conflicting provisions or other ordinances and the code 
of the city of Fort Worth, 1951, are hereby repealed. 
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Sec. XVII. Any person violating any provisions of this ordinance shall be 
deemed guilty of a misdemeanor and punished by a fine not exceeding $200, and 
if such violation be continuing, each day’s violation shall constitute a separate 
offense. 

Sec. XVIII. Should any part, section, subsection, paragraph, sentence, clause, 
or phrase contained in this ordinance be held to be unconstitutional, such hold- 
ing shall not affect the validity of the remaining portion of the ordinance, but 
in all respects said remaining portion shall be and remain in full force and effect, 
and the city council hereby declares that it would not have passed the unconsti- 
tutional part had it known it was invalid, and that it would have passed the 
remaining part that is not invalid. 

Sec. XIX. This ordinance shall take effect from and after the date of its 
publication in the official publication of the city of Fort Worth, which publica- 
tion shall be sufficient if it contains the title of this ordinance and states the 
penalty provided herein for the violation thereof. 

Passed this the __-.-_-_---- CRE smite .) 


StuM CLEARANCE ProGRAM City oF ATLANTA, Ga. 


During 1953 the slum clearance section of the building department, city of 
Atlanta, made inspections of substandard housing in Atlanta and required that 
such houses be repaired to conform to slum clearance provisions. Generally, 
the main items required to be corrected were the installation of adequate plumb- 
ing facilities, the repairing of structural members in the house, porches, steps, 
interior plaster, roof, and exterior surfaces. 

In accordance with slum clearance provisions, the following report is sub- 
mitted for the year 1953. 


I, salen dn chen eren renee eues 932 
inact endinnsneeresceneesigirmaieasdigine minaaiunin teenie 1, 342 
Number of notices to correct Geficiencies......... nn oe = 1, 860 
Number of buildings reinspected to determine compliance______---____-- 5, 903 
a eiaaetial beni eeainkatenttaemenatiil 2, 377 
I lh a a ceria 4, 248 
Number of inspections of repairs in progress___.______--____-_--__-------- 8, 403 
ieee aninee 221 


Number of units demolished 


Mr. Burns. Those are the kind of actions we want to sponsor. 

We have no objection to the larger type, highway-plan type of re- 
development or renewal, providing that money is so spent that it 
starts many other people voluntarily spending their money. The big 
plans take longer to activate, but in rehabilitation as advocated in 
our program, we anticipate that many, many people, if given the 
facilities of proper financing, will be doing many, many rehabilita- 
tion jobs. Each one in itself may not be too big, but in the total 
comprising a volume of production, it can easily exceed the volume 
of new building that we have had during these past few years. 

I thank you. 

Mr. Watremape. Mr. Chairman, may I say that on behalf of our 
president and the 51,500 realtor firms in America, we certainly thank 
you, and we appreciate the courteous way you have received us this 
morning and afforded us the opportunity of presenting our views on 
what we think is probably the coin thing in housing legislation 
that has ever come before this Congress. 

I want to say to you that our staff is always available to you and 
will continue to be. 

Mr. Chairman, I do have a copy of the bill, in which we have marked 
the sections containing our recommendations. If you would like for 
us to submit that for the record 





The CuarrmMan. Without objection, it will be made a part of the 
record. Your changes will show in italic. 
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(The document referred to follows :) 


[Prepared by the Realtors’ Washington Committee, National Association of Real Estate Boards] 
{S. 2938, 83d Cong., 2d Sess.] 


A BILL To aid in the provision and improvement of housing, the elimination and prevention of slums, 
and the conservation and development of urban communities 
. - * * * * . 


AMENDMENTS OF TITLE II OF NATIONAL HOUSING ACT 


Sec. 104. Section 203 (b) (2) of said Act, as amended, is hereby amended to 
read as follows: 

““(2) Involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) in an 
amount not to exceed $20,000 in the case of property upon which there is located 
a dwelling designed principally for a one- or two-family residence; or $27,500 in 
the case of a three-family residence; or $35,000 in the case of a four-family resi- 
dence; and not to exceed an amount equal to the sum of (i) 95 per centum of $8,000 
of the appraised value (as of the date the mortgage is accepted for insurance), and 
(ii) 75 per centum of such value in excess of $8,000: Provided, That the mortgagor 
shall have paid on account of the property at least 5 per centum (or such larger 
amount as the Commissioner may determine) of the Commissioner’s estimate of 
the cost of acquisition in cash or its equivalent: And provided further, Fhat seh 
mortgage shel net invelre @ prineipel obligation exceeding the maximim ameunt 

by the provistets of this seetion 26 tt effeet prior te the eteetive dite 
of the Heusine ret of $464, trtess the President, ptresttittt te seetion 264 of the 
Housing Act of 1964 has authorized @ greater maxtmim ametunt; in whieh event 
mated prineipat ebleetier shal net exeeed steh srester Hitt att 
That the maximum amounts prescribed in this paragraph shall be applicable to 
commitments to insure issued before the day of enactment of the Housing Act of 1954 
and concerning which applications for insurance have not been approved prior to 
such date. 

Sec. 105. Section 203 (b) (3) of said Act, as amended, is hereby amended to 
read as follows: 

“(3) Have a maturity satisfactory to the Commissioner, but not to exceed, in 
any event, thirty years from the date of the insurance of the mortgage: Provided, 
That the maturity of any such mertenge shall net exeeed the maximum maturity 
preseribed therefor by the provisions ef this seetion 206 im effeet prior te the 
effeetive dite of the Hetisine abet of 445+ tHttess the Lrestdent: pitestent ty 
seeder ZH of tre Hettstte chet ot L4nd. Hite tHthetined st ererter geertiteta ttt 
whieh event the mattrity ef seh mortgage shal net exeeed steh greater me- 
sapity Thal the maximum maturity prescribed in this paragraph shall be applicable 
to commitments to insure issued before the day of enactment of the Housing Act of 
1954 and concerning which applications for insurance have not been approved prior 
to such date.”’ 


* * - * * * * 
Sec. 115. Section 207 (c) of said Act, as amended, is hereby amended 
(1) by inserting after the first proviso in paragraph numbered (2) the 
following: “Provided further, That nothing contained in this section shall 
preclude the insurance of mortgages covering existing construction leeated 
im shim or blighted areas; as defined in paragraph numbered {6} of st-bseetion 
4a} of this seetien; and the Commissioner may require such repair or re- 
habilitation work to be completed as is, in his discretion, necessary to re- 
move conditions detrimental to safety, health, or morals:’’: 
(2) by striking out the word ‘‘Alaska”’ in paragraph numbered (2) and 
inserting ‘‘Alaska, or in Guam,’’; and 
(3) by striking out paragraph numbered (3) and inserting the following: 
(3) not to exceed, for such part of such prorerty or project as may be 
attributable to dwelling use, $2,000 per room (or $7,200 per family unit if 
the number of rooms in such property or project does not equal or exceed 
four per family unit): Provided, That as to projeets to consist of elevator type 
structures, the Commissioner may, in his discretion, increase the dcllar 
amount limitation of $2,000 per room to not to exceed $2,400 per rocm and 
the dollar amount limitation of $7,200 per family unit to not to exceed 
$7,500 per family unit, as the case may be, to compensate for the higher costs 
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incident to the construction of elevator type structures of sound standards 
of construction and design: And provided further, Fhat seh e 
Ge jetties pet pat ebilitetiot ek eerie He HHreHete trtttetttt ' 
dey the ptekietetin af this section 2UT th eHeet priest te the effeetive ef thy 
Housing -Aet of 1054, unless the President; pursuant te section 204 of the 
poetry Sead Bt Ra Beets asian Dp gm oem Beer bel he! 
event stekh principal obligation shal net execed sueh greater meaximunt 
anal That the maximum amounts prescribed in this paragraph shall be 
applicable to commitments to insure issued before the day of enactment of the 
Housing Act or 1954 and concerning which applications for insurance have 
not been approved prior to such date. 


> * * * > * « 


Sec. 119. Section 213 (b) of said Act, as amended, is hereby amended by striking 
clauses (1) (2) and inserting: 

(1) not to exceed $5,000,000, or not to exceed $25,000,000 if the mortgage 
is executed by a mortgagor regulated or supervised under Federal or State 
laws or by political subdivisions of States or agencies thereof, as to rents, 
charges, and methods of operation; and 

*(2) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,250 per room (or $8,100 per family if the 
number of rooms in such property or project does not equal or exceed four 
per family unit), and not to exceed 90 per centum of the es 
amount which the Commissioner estimates will be the replacement cost of the 
property or project when the proposed improvements are completed: Pro- 
vided, That if at least 65 per centum of the membership of the corporation 
or number of beneficiaries of the trust consists of veterans, the mortgage 
may involve a principal obligation not to exceed $2,375 per room (or $8,550 
per family unit if the number of rooms in such property or project does not 
equal or exceed four per family unit), and not to exceed 95 per centum of 
the estimated alte amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed physical im- 
provements are completed: Provided further, That as to projects which con- 
sist of elevator type structures, and to compensate for the higher costs 
incident to the construction of elevator type structures of sound standards 
of construction and design, the Commissioner may, in his discretion, increase 
the aforesaid dollar amount limitations per room or per family unit (as may 
be applicable to the particular case) within the following limits: (i) $2,250 
per room to not to exceed $2,700; (ii) $2,375 per room to not to exceed i 
$2,850; (iii) $8,100 per family unit to not to exceed $8,400; and (iv) $8,550 é 
per family unit to not to exceed $8,900: Provided further, Phat seh tape 4 
shall pet invelve @ principal ebligation exeeeding the maximum ameunt per ; 
Peek ee te tetete Gtttt trteeried dae the preadstone ef this seetien Ads d+ 
feet peter te the effeetice ete et the Heotsite et of $464. tHless the 
President; purstant te seetion 204 of the Housing Aet of 4064 has authorised 
@ greater meximiim amount, in whieh event steh principal ebligeation shall 
net exeeed seh greater maximum ameunt: That the maximum amounts 
prescribed in this paragraph shall be applicable to commitments to insure issued 
before the day of enactment of the Housing Act of 1954 and concerning which 
applications for insurance have not been approved prior to such date: And pro- J 
vided further, That for the purposes of this section the word ‘veteran’ shall 











mean a person who has served in the active military or naval service of the 
United States at any time on or after September 16, 1940, and prior to July 
26, 1947, or on or after June 27, 1950, and prior to such date thereafter as shail 
be determined by the President.” 

Sec. 120. (a) Section 213 (f) of said Act, as amended, is hereby amended by 
striking the last sentence thereof. 

(b) Section 213 of said Act, as amended, is hereby amended by adding at the end 
thereof the following subparagraph ‘(h) The provisions of this section may be ez- 
tended, at the discretion of the Commissioner, to an insured mortgage transaction 
initially unsured under the provisions of Section 207 where such project was originally 
intended, at the time of application for mortgage insurance, to be a cooperative housing 
project as defined in Section 248 (a) (1) and.{2). 

* * * . * . * 

Sec. 220. * * * 

“(B) (i) not to exceed $5,000,000, or; if exeeuted by @ mortgagor coming 
within the provisions ef paragraph (2) (B) ef at tev wdancttaas tay unk se acest 
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Swe. 221. * * * 
‘‘“(d) To be eligible for insurance under this section, a mortgage shall— 

(1) have been made to and be held by a mortgagee approved by the 
Commissioner as responsible ana able to service the mortgage properly ; 

“(2) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) in an 
amount not to exceed $7,600, except that the Commissioner may by regulation 
increase this amount to not to exceed $5,600 in any geographical arenas where 
cost levels so require, and not to exceed 100 per centum of the appraised value 
(as of the date the mortgage is accepted for insurance) of a property, upon 
which there is locatea a dwelling designed principally for a single-family 
residence: Provided, That the mortgagor shall be the owner and occupant of 
the property at the time of the insurance and shall have paid on account of 
the property at least $200 (which amount may include amounts to cover 
settlemcnt costs and initial payments for taxes, hazard insurance, mortgage 
insurance premium, and other prepaid expenses): Provided further, That 
nothing containea herein shall preclude the Commissioner from issuing a 
commitment to insure and insuring a mortgage pursuant thereto where the 
mortgagor is not the owner ana occupant and the property is to be built 
for sale and the insured mortgage financing is required to facilitate the con- 
struction of the dwelling and provice financing pending the subsequent sale 
thereof to a qualifiea owner-occupant, and in such instances the mortgage 
shall not exceed 85 per centum of the appraised value; or 

“(3) if executed by a mortgagor exclusive of any such organization whose 
obligations or the income thereof are exempt from I ederal taxation which is a 
nonprofit corporation or association or other acceptable nonprofit organiza- 
tion, regulated or supervised under Federal or State laws or by political sub- 
divisions of State or agencies thereof, as to rents, charges, and method of 
operation, in such form and in such manner as, in the opinion of the Commis- 
sioner, will effectuate the purposes of this section, the mortgage may involve 
a principal obligation not in excess of $5,000,000; and not in excess of $#:000 
$7,600 per family unit for such part of such property or project as may be 
attributable to dwelling use, except that the Commissioner may by regulation in- 
crease this amount to not to exceed $8,400 in any aeographical area where cast levels 
so require, and not in excess of 100 per centum of the Commissioner’s estimate 
of the value of the property or project when repaired and rehabilitated for use 
as rental accommodations for ten or more families cligible for occupancy as 
provided in this section: and 

* ™ * * e + * 


“OPEN-END MORTGAGES 


“Sec. 224. Notwithstanding any other provisions of this Act, in connection 
with any mortgage insured pursuant to any section of this Act which covers a 
property upon which there is located a dwelling designed principally for residential 
use for not more than four families in the aggregate, the Commissioner is auth- 
orized, upon such terms and conditions as he may prescribe, to insure under said 
section the amount of any advance for the improvement or repair of such property 
made to the mortgagor pursuant t» an ‘open-end’ provision in the mortgage, 
and to add the amount of such advance to the original principal obligation in 
determining the value of the mortgage for the purpose of computing the amounts 
of debentures and certificate of claim to which the mortgagee may be entitled: 
Provided, That the Commissioner may require the payment of such charges, 
including charges in lieu of insurance premiums, as he may consider appropriate 
for the insurance of such ‘open-end’ advances: And provided further, That the 
insurance of ‘open-end’ advances shall not be taken into account in determining 
the aggregate amount of principal obligations of mortgages which may be insured 
under this Act. And provided further, That no ‘open-end’ advance shall be insured 
in an amount which if added to the unpaid principal amount due on the mortgage 
would exceed the original principal obligation.” 

a * * . - * * 
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Sec. 180. (a) The Commissioner is hereby authorized and directed to conduct an 
objective and independent long-range study of the prospective foreclosure and loss 
experience of mortgage programs insured under the National Housing Act, as amended, 
and on or before February 1, 1956, shall transmit the results of such study to the 
Speaker of the House who shall cause the same to be printed for the information of 
the Congress. 

(b) With respect to mortgage loans for the purchase or construction of residential 
property (not including farm homes) guaranteed, insured, or made pursuant to 
Title III of the Servicemen’s Readjustment Act of 1944, as amended, the Adminis- 
trator of Veterans Affairs is hereby authorized and directed to conduct an objective 
and independent long-range study of the probable losses on such loans, and on or 
before February 1, 1956, shall transmit the results of such study to the Speaker of the 
House who shall cause the same to be printed for the information of the Congress. 


TITLE II—HOME MORTGAGE INTEREST RATES AND TERMS 


Sec. 201. On the basis of reviews, which shall be made from time to time at 
the pettest of the President by ofteers of the Federal Government designated by 
him, by a committee consisting of the administrator of the Housing and Home Finance 
Agency (who shall be chairman), the Chairman of the Home Loan Bank Board, the 
Commissioner of the Federal Housing Administration, the Assistant Deputy Admin- 
istrator for Loan Guaranty of the Yeterans Administration, the Chairman of the 
Board of Governors of the Federal Reserve System, and the Secretary of the Treasury, 
of conditions affecting the mortgage investment market (including current 
market yields on comparable investments such as long-term obligations of the 
United States and of States and municipalities and long-term corporate bonds), 
and after taking into consideration conditions in the building industry and the 
national economy, +he President such Committee is hereby authorized, without 
regard to any other provision of law except provisions hereafter enacted expressly 
in limitation hereof, to establish from time to time— 

(1) the maximum rates of interest (exclusive of prerium charges for insur- 
ance and service charges, if any) for various classifications of residential 
mortgage loans insured or guaranteed or made under the National Housing 
Act, as amended, or the Servicemen’s Peadjustment Act of 1944, as amended: 
Provided, That no such maximum rate of interest shall, at the time established 
by the President; Committee, exceed 244 per centum plus the annual rate of 
interest determined by the Secretary of the Treasury, at the request of the 
President, Committee, by estimating the average yield to maturity, on the basis 
of d .ilv closing m .rket bid quot tions or priecs during the e Jend:.r month next 
preceding the est .blishment of such m>ximum rte of interest, on sll out- 
st=nding m-rket~ble obligstions of the United St’.tes h.ving s m:turity date 
of fifteen ye.rs or more from the first dv of such next preceding month. and 
bv adjusting such estimated sver.ge annul yield to the ne«rest one-eighth 
of 1 per centum; 

(2) the maximum finsneing chsrges for various el-ssific tions of loons as 
to which fin«nci 1 institutions sre ixsured against losses under title I of the 
Nstionsl Housing Act, »s smended; 

(3) the rate of interest for deventures issued under the National Housing 
Act, as amended, in connection with defaults upon mortgages insured there- 
under: Rrevided, That no such rate shall, at the time established by the 
President; Committee, exceed the annual rate of interest determined by the 
Secretary of the Treasury in the manner set forth in numbered clause (1) 
of this section; 

(4) the maximum fees and charges permitted to cover the costs of the 
origination of, including the costs of supervision of non-Government assisted 
construction loan disbursements in connection with, residential mortgage 
loans insured or guaranteed under the National Housing Act, as amended, or 
the Servicemen’s Readjustment Act of 1944, as amended, and the maximum 
special service charges, if any, permitted in connection with those mortgages 
insured under section 203 of said National Housing Act for which such special 
service charges may be found to be appropriate by the President Committee 
on the basis of the low original principal amounts of the mortgages or on the 
basis of other factors impeding an adequate flow of credit for the tvpe of 
housing involved and in connection with mortgages insured under sections 
220 or 221 of the National Housing Act, as amended: and 

* * * . * * * 
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Sec. 202. The Servicemen’s Readjustment Act of 1944, as amended, is hereby 
amended by adding the following new section at the end of title III: 

“Sec. 515. With respect to mortgage loans for the purchase or construction 
of residential property (not including farm homes) guaranteed, insured, or made 
pursuant to this title, the Administrator shall make such rules and regulations 
concerning <4 maximum rates of interest for such residential mortgage loans, 
+2 predate retios ef deren te vette ard presi aretttrities with Fespeet to 
sueh vesidential merteege leans; and (3) and maximum fees and charges per- 
mitted to cover the costs of the origination of, and of the supervision of con- 
struction loan disbursements in connection with, such residential mortgage loans 
as may be necessary to carry out limitations relating thereto established by the 
President Commitiee pursuant to the authority vested in hit it by section 201 
of the Housing Act of 1954.” 

* * * * * * * 


Sec. 302. * * * 

““(b) For the purposes set forth in section 301 and subject to the limitations 
and restrictions of this title, the Association is authorized to make commitments 
to purchase and to purchase, service, or sell, any residential or home mortgages 
(or participations therein) which are insured under this Act, as amended, or 
which are insured or guaranteed under the Servicemen’s Readjustment Act of 
1944, as amended: Provided, That (1) no mortgage may be purchased at a price 
exceeding 100 per centum of the unpaid principal amount thereof at the time of 
purchase, with adjustments for interest and any comparable items; and (2) the 
Association may not purchase any mortgage if (i) it is offered by, or covers 
property held by, a Federal, State, territorial, or municipal instrumentality 
er GH the original priteipel obHestien theresf exeeeds or exceeded BH 64H for 

(c) The Administrator of the Housing and Home Finance Agency shall from time 
to time, at least annually require examinations and reports of condition of the Associa- 
tion in such form as the Administrator shall prescribe and shall furnish periodically 
statements based upon the reports of the Association to the Administrator. The 
Administrator shall annually make a full report of its operations to the Speaker of 
the House of Representatives, who shall cause the same to be printed for the informa- 
tion of the Congress. For the purposes of this Act, examiners appointed by the 
Administrator shall be subject to the same requirements, responsibilities, and penalties 
as are applicable to eraminers under the National Bank Act and the Federal Reserve 
Act, and shall have in the exercise of functions under this Act, the same powers and 
privileges as are vested in such examiners by law. 


“CAPITALIZATION 


“Sec. 303. (a) The Association shall have nonvcting eapital common stock, and 
initially shall also have nonvoling preferred stock to which the Secretary of the 
Treasury imitiaHy shall subscribe as provided in subsections (d) and (e) of this 
section. Fhe All stock of the Association shall have a par value of $100 per share, 
and shall not be transferable except on the books of the Association. At the op- 
tion of the Association seek all stock shall be retirable at par value at any time, 
except that retirements of common stock ether than steek held by the Reeretery of 
the Freasuey> shall not be made if, as a consequence thereof; the amount thereof 
remaining outstanding would be less than $100,000,000. With respect to seek 
the preferred stock held by him, the Secretary of the Treasury shal! be entitled to 
cumulative dividends for each fiscal year until such preferred stock is retired, at 
rates determined by him at the beginning of each such fiscal year, taking into 
consideration the current average interest rate on outstanding marketable obli- 
gations of the United States as of the last day of the preceding fiscal year. The 
Secretary of the Treasury shall permit the retirement of the stock held by him 
in the manner provided in this section. Funds of the capital surplus and the 
general surplus accounts of the Association shall be available to retire the eapitel 
preferred stock held by the Secretary of the Treasury as rapidly as the Association 
shall deem feasible. 

“(b) The Association shall accumulate funds for its capital surplus account 
from private sources by requiring each mortgage seller to make payments of non- 
refundable capital contributions equal to net less then 3 2 per centum of the unpaid 
principal amount of mortgages +herein involved in purchases or ec ntracts for pure 
chases between such seller and the Association, or steh greater pereontage as may 
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from time to time be determined by the Association: In addition, the Association 
may impose charges or fees for its services, not to exceed one-half of 1 percentum with 
the objective that all costs and expenses of its operations should be within its income 
derived from such operations and that such operations should be fully self-support- 
ing. All carnings from the cnerations of the Association shal! annually be trans- 
ferred to its general surplus account. At any time, funds cf the general surplus 
account may, in the discretion of the board of directors, be transferred to reserves. 
All dividends shall be charged against the general surplus account. This subsec- 
ticn (b) shall not apply to the special assistance functions of the Association under 
section 305 of this title or to the management and liquidating functions of the 
Association under section 306 of this title. 

**(¢) nti sueh time as all of the steek held by the Seeretary of the Treasury 
has been vetived; the The Association shall issue, from time to time, to each mort- 
gage seller its eonvertible eertifientes common stock (only in denominations of 
$100 or multiples thereof) evidencing any capital contributions made by such 
seller pursuant to subsection (b) of this section. whieh eertifientes shell net be 
Hetteadeterd te } 


as is provided in this subsection for the isstance of convertible eertifieates: Such 
dividends as may be declared by the board of directors in its discretion shall be 
paid by the Association to #s steekhelders; holders of its common stock, but in any 
one fiscal vear the general surplus account of the Association shall not be reduced 
through the payment of dividends tether than te the Seeretary of the 

applicable to such common stock which exceed in the aggregate 5 per centum of 
the par value of the outstanding stock of the Association. 

““(d) Within sixty days following the effective date of the Housing Act of 1954 
as of the day following a cutoff date to be determined by the Association, the 
Association is authorized and directed to issue and deliver to the Secretary of the 
Treasury, and the Secretary of the Treasury is authorized and directed to accept 
capital stock of the Association having an aggregate par value equal to the sum 
of (1) the amount of $21,000,000 (being the amount of the original subscription 
for capital stock of $20,000,000 and paid-in surplus of $1,000,000 of the Asso- 
ciation) and (2) an amount equal to the Association’s surplus, surplus reserves, 
and undistributed earnings, computed as of the close of the cutoff date. 

“(e) The espitel preferred stock of the Association delivered to the Secretary 
of the Treasury pursuant to subsection (d) of this section shall be in exchange for 
(1) the note or notes evidencing the aforesaid original $21,000,000 (upon which 
the accrued interest shall have been paid through the cutoff date referred to in 
subsection (d) of this section), and (2) the release to the Association of any and 
all rights or claims which the United States might otherwise have or claim in and 
to the Association’s capital, surplus, surplus reserves, and undistributed earnings, 
computed as of the close of the aforesaid cutoff date. 

“(f) Notwithstanding any other provision of law, any institution, including a 
national bank or State member hank of the Federa! Reserve System, trust com- 
pany, or other banking organization, organized under any law of the United 
States, including the laws relating to the District of Columbia, shall be authorized 
to make payments to the Association of the nonrefundable capital contributions 
referred to in subsection (b) of this section, to receive stock or convertible cer- 
cificates of the Association evidencing such capital contributions, and to hold or 
dispose of such stock or certificates, subject to the provisions of this title. 

* * * * * * * 


“SECONDARY MARKET OPERATIONS 


“Sec. 304. (a) To carry out the purposes set forth in paragraph (a) of section 
301, the operations of the Association under this section shall be confined, so far 
as practicable, to mortgages which are deemed by the Association to be of such 
quality, type, and class as to meet, generally, the purchase standards imposed by 
private institutional mortgage investors. In the interest of assuring sound 
operation, the prices to be paid by the Association for mortgages purchased in its 
secondary market operations under this section, should be established, from time 
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to time, at or belew near the market price ‘or the particular class of mortgages involved, 
as determined by the Association, but consideration may be given to the reasonably 
foreseeable market (after a period of seasoning) for mortgages of the same general 
class. The volume of the Association’s purchases and sales, and the establish- 
ment of the purchase prices, sale prices, and charges or fees, in its secondary 
market operations under this section, should be determined by the Association 
from time to time, and such determinations should be consistent with the objectives 
that such purchases and sales should be effected only at such prices and on such 
terms as will reasonably prevent excessive use of the Association’s facilities, and 
that the operations of the Association under this section should be within its in- 
come derived from such operations and that such operations should be fully 
self-supporting. 

“(b) For the purposes of this section, the Association is authorized to issue, 
upon the approval of the Secretary of the Treasury, and have outstanding at any 
one time obligations in an aggregate amount sufficient to enable it to carry out 
its functions under this section, such obligations to have such maturities and to 
bear such rate or rates of interest as may be determined by the Association with 
the approval of the Secretary of the Treasury, and to be redeemable at the option 
of the Association before maturity in such manner as may be stipulated in such 
obligations; but the aggregate amount of obligations of the Association under 
this subsection outstanding at any one time shall not exceed fifteen times the 
sum of its capital, capital surplus, general surplus, reserves, and undistributed 
earnings, and in no event shall any such obligations be issued if, at the time of 
such proposed issuance, and as a consequence thereof, the resulting aggregate 
amount of its outstanding obligations under this subsection would exceed the 
amount of the Association’s ownership pursuant to this section, free from any 
liens or encumbrances, of cash, mortgages, and bonds or other obligations of, or 
bonds or other obligations guaranteed as to principal and interest by, the United 
States. The Association shall insert appropriate language in all of its obligations 
issued under this subsection clearly indicating that such obligations, together 
with the interest thereon, are not guaranteed by the United States and do not 
constitute a debt or obligation of the United States or of any agency or instru- 
mentality thereof other than the Association. The Association is authorized to 
purchase in the open market any of its obligations outstanding under this sub- 
section at any time and at any price. 


Suc. 305. * * * 
“(¢) The total amount of purchases and commitments authorized by the 


President pursuant to subsection (a) of this section shall not exceed $206;000;669 

outstanding at any one time: Provided, That, notwithstanding such 
limitation, the President pursuant to subsection (a) of this section may also 
authorize the Association to exercise its powers to enter into commitments to 
purchase immediate participations and to make related deferred participation 
agreements as hereinafter in this subsection provided, but only to the extent that 
the total amount of such immediate participation commitments and purchases 
pursuant thereto (but not including the amount of any related deferred partici- 
pation agreements or purchases pursuant thereto) shall not in any event exceed 
$100,000,000 $ outstanding at any one time, and any such deferred 
participation agreements shall be made by the Association only on the basis of a 
commitment by it to purchase an immediate participation of a 20 per centum 
undivided interest in each mortgage and a related deferred participation agree- 
ment by the Association to purchase the remaining outstanding interest in such 
mortgage conditional upon the occurrence of such a default as gives rise to the 


right to foreclose. 
* * * * * * * 


Sc. 306. * * * : 
“(b) For the purposes of this section and to assure that, to the maximum 


extent, and as rapidly as possible, private financing will be substituted for T.eas- 
ury borrowings otherwise required to carry mortgages held under the aforesaid 
separate accountability, the Association is authorized to issue, upon the approval 
of the Secretary of the Treasury, and have outstanding at any one time obliga- 
tions in an aggregate amount sufficient to enable it to carry out its functions 
under this section, such obligations to have such maturities and-to bear such 
rate or rates of interest as may be determined by the Association with the ap- 
proval of the Secretary of the Treasury, and to be redeemable at the option of 
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the Association before maturity in such manner as may be stipulated in such 
obligations; but in no event shall any such obligations be issued if, at the time 
of such proposed issuance, and as a consequence thereof, the resulting aggre- 
gate amount of its outstanding obligations under this subsection would exceed 
the amount of the Association’s ownership under the aforesaid separate account- 
ability, free from any liens or encumbrances, of cash, mortgages. and bonds or 
other obligations of, or bonds or other obligations guaranteed as to principal 
and interest by, the United States. The proceeds of any private financing 
effected under this subsection shall be paid to the Secretary of the Treasury in 
reduction of the indebtedness of the Association to the Secretary of the Treas- 
ury under the aforesaid separate accountability. The Association shall insert 
appropriate language in all of its obligations issued under this subsection clearly 
indicating that such obligations, together with the interest thereon, are not 
guaranteed by the United States and do not constitute a debt or obligation of 
the United States or of any agency or instrumentality thereof other than the 
Association. The Association is authorized to purchase in the open market any 
of its obligations outstanding under this subsection at any time and at any price, 
and in its discretion may accept any of such obligations in payment of obligations 
owing to the Association. 

“(e) No mortgage shall be purchased by the Association in its operations 
under this section except pursuant to and in accordance with the terms of a 
contract or commitment to purchase the same made prior to the cutoff date 
provided for in section 303 (d), which contract or commitment became a part of 
the aforesaid separate accountability, and the total amount of mortgages and 
commitments held by the Association under this section shall not, in any event, 
exceed $3,350,000,000: Provided, That such maximum amount shall be pro- 
gressively reduced by the amount of cash realizations on account of principal of 
mortgages held under the aforesaid separate accountability and by cancellation 
of any commitments to purchase mortgages thereunder, as reflected by the books 
of the Association, with the objective that the entire aforesaid maximum amount 
shall be eliminated with the orderly liquidation of all mortgages held under the 
aforesaid separate accountability: And provided further, That nothing in this 
subsection shall preclude the Association from granting such usual and customary 
increases in the amounts of outstanding commitments (resulting from increased 
costs or otherwise) as have theretofore been covered by like increases in com- 
mitments granted by the agencies of the Federal Government insuring or guar- 
anteeing the mortgages. There shall be excluded from the total amounts set 
forth in this subsection and subsecticn (e) ef this section the amounts of any 
mortgages otherwise transferred by law to the Association and held under the 
aforesaid separate accountability. 

* + ok * + * * 


‘Board of Directors 


“Sxc. 868.(a) The Association shall have a Board of Directors consisting of seven 
members, to be appointed by the President, who shall be citizens of the United States, 
appointed from among the common-stock holders for terms not eaceeding three years 
each, except that any member appointed to fill a vacancy occurring prior to the expira- 
tion of the term for which his predecessor was appointed, shall be appointed for the 
remainder of such term. 

““(b) After $85,000,000 of the preferred stock of the Association Feld by the Secretary 
of the Treasury has been retired, the President shall provide for termination of the 
membership of three of the appointed members and thereupon three members shall 
be appointed by the President (lo replace t' ose whose appointments shall be terminated) 
from among the common-stock holders of the Association, who are broadly repre- 
sentative of the mortgage lending, real estule, and home building indusirves. 

““(c) After all of the preferred stock of the Association held by the Treasury has 
been retired, the President shall provide for the termination of those appointed men bers 
not appointed pursuant to subsection (6b) of this section. Tlereafter the composition 
of the Board of Directors shall be seven memters appointed from among the common- 
stock holders of the Association subject to the limitation set forth in subsection (b); 
Provided, That no more than one director shall be appointed from a particular in- 
dustry except that for the purposes of this proviso commercial banks, savings banks, 
mutual savings banks, federally chartered savings and loan associations, and life 
insurance companies would each be considered a separate industry. 


saan rn a hee enh ot Dee. See 





n such 
e time 
aggre- 
exceed 
count- 
nds or 
ncipal 
ancing 
ury in 
Treas- 
insert 
‘learly 
e not 
ion of 
in the 
‘t any 
price, 
altons 


ations 
of a 
date 
art of 
; and 
‘vent, 

pro- 
»al of 
ation 
»00ks 
10unt 
r the 

this 
mary 
eased 
com- 
ruar- 
s set 
any 
r the 


seven 
lates, 
years 
pira=- 
r the 


tary 
f the 
shall 
ited) 
/pre~ 


has 
bers 
tion 
non~ 
(6); 

in- 
nks, 


life 





Oe isd 


ie 


ei ee 


2 shel 


HOUSING ACT OF 1954 475 


“The Board of Directors shall meet at the call of its chairman, who shall require it 
to meet not less often than once every three months. Within the limitations of law, 
the Board shall determine the general policies which shall govern the operations of the 
Association. The Board of Directors shall select and effect the appointment of 
qualified persons to fill the offices of president and vice president, and such other offices 
as may be provided for in the by laws, with such executive functions, powers, and 
duties as may be prescribed by the by laws or by the Board of Directors, and such 
persons shall be the executive officers of the Association and shall discharge all such 
executive functions, powers, and duties. The basic rate of compensation of the posi- 
tion of president of the Association shall be the same as the basic rate of compensation 
established for the heads of the constituent agencies of the Housing and Home Finance 
Agency. The members of the board, as such, shall not receive compensation for their 
services, except that, in the discretion of the board, the members may be paid on a per 
diem basis in connection with their attendance at meetings of the board. Members 
of the board of directors may be reimbursed by the Association for actual expenses 
(including traveling and subsistence erpenses) incurred incident lo services performed 
by them for the Association. Anything in this subsection to the contrary notwith- 
standing, each member of the board of directors shall continue to hold office until his 
successor has qualified. 

““(d) There is hereby created the ‘Advisory Council of the Federal National Mort- 
gage Association’ consisting of fifleen members, three of whom shall be the President 
of the Association, as Chairman, the Secretary of the Treasury or his designee, and 
the Chairman of the Board of Governors of the Federal Reserve System or his designee; 
and twelve of whom shall be appointive members who shall be citizens of the United 
States, appointed by the Administrator for terms of three years each, except that any 
appointive member appointed to fill a vacancy occurring prior to the expiration of the 
term for which his predecessor was appointed, shall be appointed for the remainder of 
such term. The initial terms of such appointive members shall expire as follows: 
Four on June 30, 1955, four on June 30, 1956, and four on June 30, 1957. All 
such appointments shall be made from among persons who are experienced in and 
broadly representative of residential mortgage lending, real estate and building 
generally representative of the various areas of the nation geographically. The 
Advisory Council shall meet at the call of its chairman, who shall require it to meet not 
less often than once every siz months. The Advisory Council shall review general 
policy matters of the Association with a view toward advising and assisting the board 
of directors in its decisions with respect thereto. The members of the Advisory 

Jouncil, as such, shall not receive compensation for their services, except that, in the 
discretion of the board of directors, the appointive members may be paid on a per diem 
basis in connection with their attendance at meetings of the Advisory Council. Members 
of the Advisory Council may be reimbursed by the Association for actual expenses 
(including traveling and subsistence expenses) incurred incident to services performed 
by them for the Association. 

* . . * * * * 


Sec. 309. * * * 

‘“(e) The Association, including its franchise, capital, reserves, surplus, mort- 
gages, and income shall be exempt from all taxation now or hereafter imposed by 
the United States, by any territory, dependency, or possession thereof, or by any 
State, county, municipality, or local taxing authority, except that 44 any real 
property of the Association shall be subject to State, territorial, county, municipal, 
or local taxation to the same extent according to its value as other real property is 
taxed; and 42} the Asseeiation shal; with respeet te its secondary market opere- 
tiens under seetion 304 after the exteff date referred te in seetion 808 (eb of this 
titles pay anntally te the Seeretary of the Treasury; for covering inte misecHane- 
eus Feeeipts; an ameunt eqtivelent te the amount ef Federal income taxes fer 
whieh i+ weuld be subjeet if it were Ret exempt from steh taxes with Fespeet to 
ste seeordsey Hitthket @perttiots: 

. 


= * * * * * 


Sec. 302. (a) The Federal National Mortgage Association, established pursuant 
to the provisions of title JJI of the National Housing Act as in effect prior to July 
1, 1948, and named in seetion 164 of the Government Corporation Control Aet; as 
amended, shall be the body corporate referred to in section 302 of title III of the 
National Housing Act, as amended by the Housing Act of 1954. 

- * * > 
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(b) By reason of the progressive substitution of private capital for the capital in- 
vestment of the United States in the Association, as provided in section 308 of the 
National Housing Act, as amended by the Housing Act of 1954, and by reason of the 
employment of privaie funds (in lieu of funds of the United States Treasury) to 
finance its operations, as provided for in sections 304 (b) and 306 (b) of the National 
Housing Act, as amended by the Housing Act of 1954, the Association shall hereafter 
be deemed to be a mizxed-ownership Government corporation within the meaning of 
that term as used in the Government Corporation Control Act, as amended. 

(c) Section 101 of the Government Corporation Control Act, as amended, is hereby 
amended by striking the following: “Federal National Mortgage Association;” 
and section 201 of that Act is hereby amended by striking “and” preceding “(4)”, by 
changing the period at the end of the section to a comma, and by adding thereté’the 
following: ‘“‘and (5) Federal National Mortgage Association.”’. 

. * * * * * * 


“Sec. 101. (a) In entering into any contract for advances for surveys, plans, 
and other preliminary work for projects under this title, the Administrator shall 
give consideration te the extent te whieh first find that appropriate local public 
bodies have undertaken positive programs (through the adoption, modernization, 
administration, and enforcement of housing, zoning, building and other local laws, 
codes and regulations relating to land use and adequate standards of health, 
sanitation, and safety for buildings, including the use and occupancy of dwellings) 
for (1) preventing the spread or recurrence in the community of slums and blighted 
areas, and (2) encouraging housing cost reductions through the use of appropriate 
new materials, techniques, and methods in land and residential planning, design, 
and construction, the increase of efficiency in residential construction, and the 
elimination of restrictive practices which unnecessarily increase housing costs. 

* * * * * * * 


““(c) No contract shall be entered into for any loan or capital grant under this 
title, or for annual contributions or capital grants pursuant to the United States 
Housing Act of 1937, as amended, and no mortgage shall be insured, and no 
commitment to insure a mortgage shall be issued, under sections 220 or 221 of the 
National Housing Act, as amended, unless (1) there is presented to the Adminis- 
trator by the locality satisfactory evidence that there exists in such locality a workable 
program (which shall include ## the official plan of action, in active operation as it 
exists has existed from time to time, for effectively dealing with the problem of 
urban slums and blight within the community and for the establishment and 
preservation of a well-planned community with well-organized residential neigh- 
borhoods of decent homes and suitable living environment for adequate family 
life including but not limited to the enforcement of local codes and regulations relating 
to adequate standards of health, occupancy, sanitation and safety for dwellings) for 
utilizing appropriate private and public resources to eliminate, and prevent the 
development or spread of, slums and urban blight, to encourage needed urban 
rehabilitation, to provide for the redevelopment of blighted, deteriorated, or slum 
areas, or to undertake such of the efcresaid activities or other feasible community 
activities as mav be suitably employed to achieve the objectives of such a program, 
and (2) on the basis of his review of such program, the Administrator determines 
that such program is satisfactory and certifies to the constituent agencies affected 
that the Federal assistance may be made available in such community. 


* * * * * * * 


Suc. 405. * * * 

‘““(a) The Administrator may make capital grants to local public agencies in 
accordance with the provisions of this title for urban renewal projects: Provided, 
That the Administrator shall not make any contract for capital grant with 
respect to a project which consists of open land. The aggregate of such capital 
grants with respect to all the projects of a local public agency on which contracts 
for capital grants have been made under this title shall not exceed two-thirds of 
the aggregate of the net project costs of such projects, and the capital grant with 
respect to any individual project shall not exceed the difference between the net 
project cost and the local grants-in-aid actually made with respect to the project: 
And provided further, That there shall be excluded from the determination of net project 
cost, for the purposes of this subsection, the cost of acquisition of any structure used for 
dwelling purposes which are being occupied in violation of any local ordinance, codes 
or regulations relating to occupancy standards.’’. 
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Src. 411. Section 110 of said Act, as amended, is hereby amended to read 
as follows: 

“Sec. 110. * * * 

“(a) ‘Urban renewal area’ means an urban area that (1) the governing body 
of the locality determines to be blighted, deteriorated, or deteriorating and 
designates as appropriate for an urban renewal project, (2) the Administrator 
approves as appropriate for a project under this title, and (°) in which the local 
government is actively and regularly engaged in enforcing local ordinances containing 
adequate standards of health, safety, sanitation, and density of occupancy for dwellings. 

““(b) ‘Urban renewal plan’ means a plan, as it exists from time to time, for an 
urban renewal project, which plan (1) shall conform to the general plan of the 
locality as a whole and to the workable program referred to in section 101 hereof; 
(2) shall be sufficiently complete to inaicate such land acquisition, demolition 
and removal of structures, redevelopment, improvements, and rehabilitation as 
may be proposed to be carried out in the urban renewal area, zoning and planning 
changes, if any, land uses, maximum densities, building requirements, and the 
plan’s relationship to definite local objectives respecting appropriate land uses, 
improved traffic, public transportation, public utilities, recreational and com- 
munity facilities, and other public improvements; and (3) shall include, for any 
part of the urban-renewal area proposed to be acquired and redeveloped in accord- 
ance with clause (1) of the second sentence of subsection (c) of this section, a 
redevelopment plan approved by the governing body of the locality. 

* * * * * * * 


“(j) In order to provide for the liquidation of any low-rent housing project, it is 
hereby provided that— 

(1) Notwithstanding any other provisions of this Act, when the people of any 
locality by their duly elected representatives, or by referendum, have indicated 
that they desire to liquidate a low-rent housing project, constructed pursuant to 
this Act, and transfer of such project to private ownership, the Authority shall 
enter into immediate negotiations with the local housing authority for the earliest 
redemption by the local housing authority of outstanding obliyations issued to 
finance such project; 

(2) The Authority is authorized to make the necessary advances to the local 
housing authority for the redemption of such outstanding obligations, including 
penalties, if any, prescribed for such redemption before maturity, upon the con- 
veyance by such local housing authority of all rights, title, and including con- 
tractual rights and reversionary interests is such project to the Authority; 

(3) The Authoriiy may issue to the Secretary of the Treasury its obligations in 
an amount outstanding at any one time sufficient to enable the Authority to carry 
out its functions under this subsection. Hach such obligation shall bear interest 
at a rate determined by the Secretary of the Treasury taking into consideration 
the current average rate on outstanding marketable obligations of the United 
Staies as of the last day of the month preceding the issuance of the obligation of 
the Authority. The Secretary of the Treasury is authorized to purchase any 
obligations of the Authority to be issued under this subsection, and for such pur- 
poses the Secretary of the Treasury is authorized to use as a public debt trans- 
action the proceeds from the sale of any securities issued under the Second Liberty 
Bond Act, as now or hereafter in force, and the purposes for which securities may 
be issued under the Second Liberty Bond Act, as now or hereafter in force, are 
extended to include any purchases of the Authority’s obligations hereunder. 

(4) Upon the payment of all outstanding obligations with respect to any low- 
rent housing project and the conveyance of such project to the authority pursuant 
to this subsection, the Authority shall sell such project to the highest responsible 
bidder after advertising, or at a fair market value, and the proceeds of such sale, 
together with any reserves, shall be applied first to the redemption of obligations 
of the Authority held by the Secretary of the Treasury pursuant to subsection (c) 
of this section, and the balance remaining shall be paid to the Secretary of the 
Treasury, for covering into miscellaneous receipts, and the local public bodies 
in proportion to the aggregate contribution which the Federal Government and 
such local public bodies have made to the project: Provided, That the amounts to 
be paid to the Treasury and the local public bodies shall not exceed the respective 
total contribution to the project of the Authority and the local public bodies. 

* * * * * * * 


See: 604- Paragraph (6) of seetion 16 of said Act; as amended; is hereby 


. = * * > * . 
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The CHarrman. And any statements you wish to submit will be 
made a part of the record, as written. 
(The prepared statement of Mr. Burns follows:) 


STATEMENT OF FRITz B. BURNS, LOS ANGELES, CALIF., NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS 


Mr. Chairman and members of the committee, I am Fritz B. Burns, of Los 
Angeles. I am here as chairman of the build America better council of the 
National Association of Real Estate Boards. This council is the unit within our 
association that works with our member real estate boards throughout the coun- 
try in civic programs to attack the problem of slum, blight, and unfit housing 
conditions through local government action. 

My comments will be directed to those portions of the bill under consideration 
dealing with neighborhood conservation, rehabilitation, urban renewal, and slum 
clearance. 

We feel that the extension of the FHA program of mortgage insurance into 
urban renewal areas as provided for in section 123 of the bill, and expansion of 
the FHA loan insurance program for home modernization and repair under the 
terms of section 101, will provide a major stimulant to improvement in the con- 
dition of the Nation’s existing housing inventory. 

Our members who have been working with municipal officials in developing 
vigorous programs for enforcement of city ordinances on housing standards have 
found that when this work is done on a block-by-block and neighborhood basis, 
it invariably generates a great deal of voluntary improvement over and above 
that which is required by law—provided owners of property in the area can get 
financing for thoroughgoing improvement and modernization. The lack of avail- 
able financing for these people is the particular difficulty in local rehabilitation 
programs that is reported most frequently to us. 

With mortgage insurance made available for the older areas that are under- 
going the urban renewal treatment, rehabilitation and modernization will accom- 
pany its use in the areas that need it most. The changes in terms of home repair 
loans that are eligible for FHA insurance will put rehabilitation and moderniza- 
tion within reach of more people who need, and will use, the financing so made 
available. 

We believe that the proposed new section 220 of the National Housing Act 
should include language that will limit its application to urban renewal areas 
in which firm enforcement of adequate city ordinances on housing standards will 
be in force—and not merely planned—at the time mortgages on property in such 
areas are insured by the Federal Housing Administration. 

We have come to the point at which modernization and rehabilitation of 
family dwellings should account for a bigger volume of work than does our 
total new home production at its present high level. Full use of the FHA loan- 
insurance program in connection with urban renewal programs, as proposed in 
the bill, will help realize this important goal. It will bring widespread improve- 
ment in housing standards through the incentive it will provide for self-help. It 
will be good for the cities through its power to accelerate the growing trend to 
overcome neglect of housing right where it occurs. It will be healthy for the 
Nation in the part it will play to sustain our high level of employment and 
general economie activity. 

Our work in this general field has convinced us that the solution to the problem 
of deteriorated urban areas can be found in no single remedy, but requires a 
coordination of six specific kinds of action within a specifically defined neighbor- 
hood and on the basis of a specific neighborhood plan: 

1. Rehabilitation of housing that is below local standards, at the expense of 
property owners, in voluntary repair and modernization and through firm enforce- 
ment of city ordinances specifying health, safety, and sanitary standards for 
housing. 

2. Demolition of slum structures which are unfit for sound rehabilitation and 
which are a direct danger to the public health and safety, at the expense of the 
property owners, through enforcement of city codes. 

3. Systematie public improvement to schools, streets, parks, sewers, street 
lighting, and to municipal refuse collection, traffic, and other facilities. 

4. Replanning, rezoning, and replatting of cleared and long-vacant sites in 
connection with closing of some streets and widening of others for a better pro- 
tected, healthier, more livable, more attractive, and more convenient neighbor- 
hood environment. 
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Acquisition by the municipality of structures and uses of land which ob- 
inus and prevent carrying out a neighborhood conservation program for the 
sole purpose of removing such adverse structures or land uses. We do not be- 
lieve this necessitates public acquisition of the land underlying such structures or 
uses. 

6. Attracting investment in new construction, as well as in rehabilitation and 
modernization, within the area. 

Very much the same view is taken in title 1V of the bill under consideration. 
The new term it introduces, “urban renewal,” means substantially the process of 
applying these various activities in coordination. The bill revises and broadens 
the functions of title I of the Housing Act of 1949, in the light of practical ex- 
perience, recognizing that typical problem areas in our cities do not have to be- 
come targets of peacetime blockbusters to be made into safe, healthy, pleasant, 
and attractive neighborhoods. Destruction of buildings and reuse of the land 
is proposed as one of the coordinated processes for selective use where it is 
genuinely needed, and not as an indiscriminate treatment for the whole neigh- 
borhood. 

We believe that this broadening and redirecting of the title I program will 
bring vastly greater dividends in tangible improvement to city areas per dollar 
of Federal funds lent or granted to cities than would be possible with a coutinua- 
tion of title I of the Housing Act of 1949 as it now stands. 

The President’s Advisory Committee on Housing pointed out on page 111 of its 
report: 

“If we continue only at the present rate of clearance and rely on demolition 
alone to eliminate slums, it will take us something over 200 years to do the job.” 

We need the kind of program that can get the job done in something more like 
10 years than 200. The very vastness of the job indicates that however helpful 
Federal loans and grants to cities may be as an aid in planning, and to provide 
worthwhile demonstrations, they cannot be spread widely enough to become our 
needed solution to the typical usual slum and blight problem. 

Our clear need is for a method of financing the city’s urban renewal costs in 
planning, in public works, and in acquiring and removing adverse land uses, that 
does not depend on Federal grants. 

We have suggested such a method. It proposes using the benefit assessment 
principle in urban renewal areas under specific State enabling legislation that 
will also include additional law enforcement powers to put cities in position to 
do this job under their own power. While this approach to a solution of the city’s 
financing problem would not require Federal grants or loans of money, it would 
require Federal cooperation to the extent of insuring benefit assessment bonds 
issued by the cities, on the basis of an insurance premium, in order to provide 
good marketability for the bonds at favorable interest rates. 

We intend to present the suggested enabling legislation to the State legisla- 
tures when most of them meet in 1955. The proposal will necessarily undergo 
varied adaptation to existing constitutional and statutory requirements in the 
various States. At that time we believe we will be in a position to recommend 
specific measures looking to Federal insurance of neighborhood conservation 
benefit assessment bond issues, and trust that we may then have the opportunity 
of presenting them to this committee. 

Introduction of new construction in urban renewal areas on cleared or long- 
vacant sites brings vigor into the urban renewal process as nothing else can, 
Any impressive success in bringing new capital investment into these renewal 
areas that are dependent on it will, we are convinced, require revision of Federal 
revenue laws in two respects. 

We are proposing that when an owner demolishes a structure in an urban re- 
newal area, the residual appraised value of the structure be regarded as the loss 
it actually is, and that the owner be permitted to deduct such residual value as a 
loss in 1 year or over a period of up to 5 years, in calculating his Federal income 
tax. 

With respect to new construction, or capital improvement of existing structures, 
in urban renewal areas, we are proposing amendments to Federal revenue laws 
that will permit such investments in such areas to be depreciated for income tax 
purposes at a rate of not to exceed 20 percent in any one year. 

These measures, coupled with the proposed extension of the mortgage insurance 
program can, we believe, bring new investment and new construction into urban 
renewal areas on a scale that we cannot even hope for on the basis of federally 
aided writedown in land values over large urban areas. 
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It being clear that Federal loans and grants can deal effectively with only a 
fraction of the Nation’s total slum and blight problem, it is our recommendation 
that in the administration of the improved and broadened program provided for in 
title IV of the bill, the emphasis be placed on aiding communities in planning 
urban renewal programs, in demonstration of the urban renewal concept, and 
in dealing with unusually difficult problems. 

In its admirable policy of providing incentive for locally initiated effort, we 
believe that title IV can be improved with regard to its eligibility requirements 
for advances, capital grants, and the proposed section 220 FHA program. In 
making advances to cities for surveys and plans, section 101 of the Housing Act 
of 1949, as the pending bill would amend it, requires the Administrator simply 
to “give consideration” to correction action that the city is taking through its 
existing powers and resources. After the city has made its plans and comes back 
for a capital grant, which may be a year or so following receipt of the advance 
for planning, the city can apparently be considered eligible for the grant by pre- 
senting to the Administrator a “workable program,” including an “official plan 
of action,” for using local resources to eliminate slums and blight and prevent 
their spread. The definition of “urban renewal area” in section 411 of the bill 
contains nothing that would require active local housing law enforcement as a 
requisite for eligibility for the FHA section 220 program. 

The language of the bill (p. 73, lines 4-18) seems to require not so much per- 
formance as the prospect of action. 

In a recent address to the St. Louis Chamber of Commerce, HHFA Adminis- 
trator Albert M. Cole, said that in his judgment a city cannot have a “workable 
plan” until it is “prepared to set forth on an aggressive program of code improve- 
ment—and enforcement—and to see that its housing is brought within at least 
minimum decent standards. * * *” 

We heartily concur in Mr. Cole’s judgment and believe that such a local code 
enforcement program should be in active and vigorous operation—not merely 
planned—before a city can be considered eligible for an advance or a capital grant 
under title IV, or for the FHA section 220 program proposed in title I. While 
ordinance enforcement is no cure-all for the problems we are discussing, it is 
clearly recognized by the authors of the bill and by our industry as the most im- 
portant single tool we have in eliminating blight and slum and preventing their 
spread. 

Since there is no good reason why any city should delay enforcement of ordi- 
nances containing modern, adequate, and reasonable standards of health, safety, 
and sanitation for dwellings, be believe that language of the bill should not 
admit of the possibility of Federal loans or grants to a city that has not actively 
begun firm enforcement of this important body of local law. 

We feel that this is particularly important with regard to local ordinances 
governing density of occupancy. Illegal overcrowding not only exploits people, 
and in itself produces slum conditions, but through its bootleg profits builds up 
unlawful earnings that can tremendously increase the capitalized value of such 
structures for which the public may be expected to pay an outrageous and un- 
warranted price when they are acquired in eminent domain procedures. 

In order to tighten the language of the bill to insure that local housing la 
enforcement is made a requisite for the Federal programs discussed here, we 
respectfully recommend that in the definition of “urban renewal area,” the word 
“and” on line 12, page 80, be stricken, and that immediately following the words 
“under this title’ on line 13, page 80, there be added “and (3) in which the local 
government is actively and regularly engaged in enforcing local ordinances con- 
taining adequate standards of health, safety, sanitation, and density of occupancy 
for dwellings.” To carry out this recommendation, it is further proposed that 
the phrase on lines 23 and 24, pages 71 and 72, “give consideration to the extent 
to which” be striken, and that there be substituted therefor the phrase: “first 
find that” and that the phrase “official plan of action” on lines 5 and 6, page 73, be 
amended to read: “official plan of action in active operation.” 

In the interests of good planning of urban renewal programs with insurance 
that such plans are coordinated with planning for the community as a whole, 
we believe that the “workable plan” required for any aid to a city under title IV 
of the bill under consideration, or under the proposed section 220 of the National 
Housing Act, should require that there be a city plan and an urban renewal plan 
consistent with it. 


.The CHarrman. Let me ask you this: We are going to introduce 
within the next week what might be termed a smoke abatement section 
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to this bill. Are you going to support that? Have you given any 
thought to it? 

Mr. Wattemape. We haven’t given it any thought, Mr. Chairman. 

Mr. Summer. I personally would. 

The CHarrman. How about Los Angeles? 

Mr. Burns. I most certainly would, Senator. Smoke has a great 
effect on neighborhood deterioration. 

The Cuairman. I don’t see how you will eliminate slums until you 
eliminate smoke. 

Mr. Summer. I think it is a wonderful thing, Senator. 

Mr. Wattemape. As Senator Lehman knows, I am a Bronx Demo- 
crat, so these views transcend any party line. 

The Cuatrman. We will recess now until 2 o’clock. Our first wit- 
ness at that time will be from the CLO, Mr. Thimmes. 

We will listen to all of you this afternoon, if we have to stay until 
5 o'clock. 

gage: sages at 12:30 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., Senator Homer E. Capehart, 
chairman, presiding. ) 

The Cuairman. The committee will come to order. Mr. Northup, 
will you go ahead. 


STATEMENT OF H. R. NORTHUP, EXECUTIVE VICE PRESIDENT, 
NATIONAL RETAIL LUMBER DEALERS ASSOCIATION 


Mr. Norruur. Mr. Chairman and members of the committee, my 
name is H. R. Northup. I am the executive vice president of the 
National Retail Lumber Dealers Association, a federation of 32 State 
and regional associations of retail lumber and building materials dis- 
tributors, covering the 48 States of America. 

I wish in behalt of our industry to comment on S, 2938, and to say 
that generally speaking it seems to us to be good legislation, in that 
it attempts to realistically simplify and place on a more practical basis 
various Federal aids to private industry and our communities in reach- 
ing a solution for our many housing problems. 

The economic welfare of the 26,000 retail lumber and building 
materials distributors in the 48 States of America depends completely 
upon their ability to serve the new construction and the alteration, 
maintenance, and repair needs of the home-buying and home-owning 
public, as well as the farmer. 

The retail lumber and building materials distributor, in addition 
to being the final link in the chain of distribution of building ma- 
terials between the manufacturer and the consumer, is at the same 
time, either in his own right or in cooperation with his contractors, 
the builder of a substantial proportion of the residential structures 
built outside the metropolitan areas of America. He is the one princi- 
pal source of supply and information with respect to the utilization 
of lumber and building materials for the great volume of.maintenance 
and repair activities that are required to keep the Nation’s homes and 
farms in good condition. 
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He serves the consumer not only as a supplier, a builder and an 
architectural adviser, but also as an adviser on sources of credit re- 
quired to finance the many new construction and maintenance and 
repair activities which originate with him. 

These facts explain the industry’s concern with the policies of the 
Federal Government in respect to housing and the availability of 
mortgage funds and construction credit. 

We believe that the combination of a continuing healthy new house 
market throughout the country, plus the market for materials and la- 
bor created by the desire of people to keep our existing housing in- 
ventory in good repair, to modernize, to keep their housing up to date, 
will result in a continuing high level of construction activity in these 
fields if the industry can depend upon a reasonably free flow of mort- 
gage and long-term consumer credit in all areas of the country. 

The Federal Government can, we believe, best lend stability to the 
construction industry and thereby assist in the general economy, by 
taking such steps as would enable private industry to become assured 
of this free flow of credit at all times. 

May we say we believe the bill before your committee heads in the 
direction of meeting the objectives that we seek. 

We would like the privilege of commenting briefly on certain phases 
of the recommendations made under titles I, I1, III, and IV, and 
to call to the attention of the committee certain other facts that we 
believe would make for smoother operation of the insured mortgage 
and loan guaranty functions of FHA and VA. 


TITLE I, FEDERAL HOUSING ADMINISTRATION, MAINTENANCE, REPAIR, AND 
MODERNIZATION CREDIT 


Section 101 of title I of the bill provides for an increase in the maxi- 
mum amount and terms of property improvement and repair loans. 
Likewise, it increases the maximum amount and the maximum terms 
for modernization and repair of apartments and dwellings for two or 
more families. 

This amendment is excellent and has our wholehearted approval. 


OPEN-END MORTGAGES 


Section 125 of the bill provides for the open-ending of FHA-insured 
home mortgages. This type of long-term maintenance and repair 
credit, while now available through many conventional lenders and 
insurance companies, has not been previously available under the FHA 
program. 

We heartily endorse this provision of the bill and recommend its 
— 

‘or example, Mr. Chairman, take a homeowner whose unpaid mort- 
gage principal has been rmeduced from $10,000 down to $7.500, and 
who wants to spend $2,000 modernizing a kitchen or adding a room 
and bath. With an FHA title I or similar loan, the monthly payments 
would come to $63.80 per month, and the interest rate would be 9.6 
vercent. 

But if the mortgage still has 10 years to run, the $2,000 can be repaid 
at the rate of only $21.99 per month, assuming the rate of interest on 
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the mortgage to be 5 percent, provided the funds are obtained by add- 
ing the cost of the modernization job to the unpaid principal amount 
of the mortgage. 

In other words, the unpaid balance would be increased to $9,500 and 
the monthly payments over the remaining 10-year period would be 
increased by only $21.22—about one-third as much as with a title I 
loan. 

We have noted the statements of the Administrator of HHFA and 
the Commissioner of FHA to your committee, indicating that they 
approve this amendment, but also expressing their misgivings as to 
whether or not they could work out such a plan in FHA satisfactorily. 

We would like to recommend to the committee and to these gentle- 
men the study of a legal bulletin of the United States Savings & Loan 
League, made by Mr. Horace Russell, their general counsel, who I am 
sure is well known to many members of this committee, dealing with 
the open-end mortgage and containing a tabulation of State positions 
in respect to this principal of mortgage lending. 

The study to which I have referred, by Mr. Russell, describes the 
legal status of optional future advances as they stand today in 49 
jurisdictions, both under the mortgage laws and by court decisions in 
the various jurisdictions. His study indicates that in every State, 
with one possible exception, it is possible to open-end mortgages to 
the satisfaction of lending institutions and their customers. 

The committee, I feel sure, would be interested in knowing that such 
institutions as the Prudential Life Insurance Co. of America, the 
National Life Insurance Co. of Vermont, the Northwestern Mutual 
Life Insurance Co., and the New York Life Insurance Co. open-end 
mortgages, and that the third largest savings bank in America, the 
Dime Savings Bank of Brooklyn, will also apply this principle to its 
mortgages. 

There is ample evidence that lending institutions of one type or an- 
other in every State of the Union, including the District of Columbia, 
but excepting the State of Texas, are applying the open-end principle 
to mortgages. In Texas, the homestead laws presently appear to pre- 
vent the use of this instrument, but in Texas we feel that a way can 
be found and will be found to make this principle of lending apply, 
because we need it badly in that State. 

Another problem that I think has not been adequately explained to 
your committee is the question of liens and of title search. It would 
be assumed that a lending institution before making a future advance 
ona mortgage would determine the lien status of the property through 
a title search. 'T:tle search has normally cost the customer anywhere 
from $100 up, but today there are title companies such as the City 
Title Insurance Co., in New York; the Los Angeles Title Co., in Los 
Angeles; the Chicago Title & Trust; the Title Insurance Co. of Min- 
neapolis; and the Union Title, in Indianapolis, which make these title 
searches for as little at $10 per thousand dollars of loan, and some for 
less than that. This makes this type of loan all the more attractive 
to the home owner. All of these facts, we believe, Mr. Chairman, 
prove that where there is the will, this is the most practical means of 
providing a form of badly needed long-term credit for modernization 
and repair activities. 
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AMENDMENTS TO SECTION 203 OF TITLE II OF THE NATIONAL HOUSING ACT, 
AND THE TERMINATION OF CERTAIN FHA PROGRAMS 


We heartily endorse the amendments in sections 104, 105, and 106 of 
the bill relating to section 203 of the National Housing Act. 

These proposals providing for equal treatment in FHA programs 
between existing and new housing; 

To consolidate and simplify the financing of 1- to 4-family dwell- 
ings under section 203; 

To increase the mortgage limits to $20,000 on 1- and 2-family units, 
and adjust upward the limits for 3- and 4- family units; 

And the proposal to level out the downpayment schedule so that 
there is no longer a downpayment penalty for those homeowners pur- 
chasing homes in the 11 to 15 thousand dollar price brackets; 

Plus the proposal to extend the mortgage to 30 years, will serve to 
maintain our new-house volume and assist many families who need 
and desire new housing to obtain it with the more liberal and equitable 
downpayment terms. 

We observe that the bil] authorizes these more liberal terms only by 
provided discretionary authority to put these terms into effect. We 
recall Administrator Cole’s statement before your committee that if 
the discretionary authority was used it would probably not be used 
to the full extent of the authorization. It seems to us that if these 
terms are worthy of consideration they should be controlled only by 
statute; otherwise industry, at least that portion of the industry that 
relies on FHA and VA financing, would be kept in a constant state 
of uncertainty. It seems to us that the discretionary authority in 
respect to these liberalized terms is in effect the holding over the heads 
of the home-building industry another type of reputation X which 
would enable the administration and not the Congress to exercise a 
form of direct and selective control over FHA and VA lending which 
could be at odds with actual demand and need for housing as seen by 
the home-building industry. 


TERMINATION OF AUTHORITY TO INSURE MORTGAGES UNDER TITLE VI 


We heartily approve section 126 of the bill which terminates certain 
authorities previously granted the FHA which are in general no 
longer useful to the housing economy. 


TITLE Il, HOME MORTGAGE INTEREST RATES 


The provisions in this title to assure that the interest rates on in- 
sured and guaranteeed mortgage loans will be adapted to current 
market conditions and that they will be competitive with other de- 
mands for savings is in our opinion one of the most encouraging fea- 
tures of this bill. 

We heartily approve the provision of section 201 which would 
authorize the President, from time to time, to establish within certain 
limits maximum rates of interest on residential mortgages insured 
or guaranteed under the FHA and VA programs. 

We believe this provision should result in assurance that residential 
mortgage financing will be permitted to compete for its fair share of 
the funds available nationally for investment. 
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If the FHA and VA programs are to serve their real purpose the 
interest rates involved in these programs must be realistic and must 
be allowed to rise or fall to meet the changes that occur in the invest- 
ment market. 

This authority, to the extent exercised, would in our opinion, as- 
sure prospective homeowners seeking loans that funds for such loans 


would be more readily and generally available. 


AID TO AREAS IN WHICH THERE IS A SHORTAGE OF MORTGAGE FINANCING 


Assuming that Congress grants to the President authority to estab- 
lish realistic interest rates in FHA and VA, and assuming this 
authority is exercised, the fact remains that there has been in the past 
and will, undoubtedly, be in the future certain localities in this country 
with a shortage of local capital for investment in residential mort- 
gages. This short: age, in our opinion, might well be alleviated if the 
administrators of FHA and VA would recognize geographical dif- 
ferences in the market and permit additional originating and servic- 
ing fees or charges to encourage lending institutions loc ated in areas 
where there is more than an ample supply of money to make funds 
available for mortgages in the outlying areas. 

A major problem of the industry is the unequal distribution of 
credit and mortgage funds rather than lack of volume of such funds 
available on the overall national scale. 

Subsection 4 of section 201 of the bill appears to give the President 
the authority to establish maximum fees and charges covering the cost 
of the origination of mortgages and the maximum special- service 
charges found to be appropriate by the President. However, it-is not 
clear whether there is authority granted to vary the service charges 
in different areas of the country. We believe consideration should 
be given to the granting of this authority if such authority is not 
provided in the bill. 


THE SITUATION AS WE VIEW IT 


As an industry, we have felt that there are four major actions that 
might be taken by the Government which would greatly influence the 
construction of new housing and the repair and modernization of ex- 
isting homes in all areas of ‘the country. 

First, there is a need for assurance of a realistic interest rate in the 
FHA and VA, which is accomplished by title II of the bill. 

Second, there is a need for more adequate and longer terms for 
modernization and repair credit. This is accomplished in section 101 
of title I of the bill, and in the “open-end” provision in section 125. 

Third, we have felt there must be some recognition of the need for 
additional servicing costs for mortgages made in outlying areas and 
towns of the country a 

Fourth, we are convinced that there is a need for a secondary market 
facility which would provide existing and prospective mortgage lend- 
ers with a secondary market for residential mortgages. We believe 
that such a secondary mortgage facility would provide greater assur- 
ance of an even flow and equal distribution of mortgage fands through- 
out the country, and would provide an additional stabilizing influence 
to the mortgage market. Lending institutions in outlyi ing areas 
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who have a limited amount of funds to invest in mortgages could use 
the fac‘lity to provide a turnover in such funds by disposing of mort- 
gages to the facility. 

We disagree with those who feel that provision for a flexible interest 
rate and an additional service charge would eliminate the necessity 
for a secondary mortgage facility. ‘Time after time, over a period of 
years, we have been confronted with the situation where insurance 
companies and mutual savings banks representing large accumula- 
tions of funds in the East have for periods of time withdrawn com- 
pletely from the mortgage markets in certain areas of the country. 
Certainly, these companies should have this right. However, we feel 
that the existing of a sound secondary market facility properly or- 
ganized would serve to level off some of the peaks and valleys in the 
mortgage market and provide a more even flow of funds for mortgages 
into outlying areas. 


TITLE III, FEDERAL NATIONAL MORTGAGE ASSOCIATION 


We do not feel that the proposal contained in the bill will solve the 
industry’s secondary-market problem. 

As we understand the purposes of a secondary market facility they 
are: First, to aid in evening out variations in the volume of mortgage 
funds that come from the large pools of savings represented by the 
banks and the life insurance companies; and second, to help make these 
savings more readily available in small communities and regions re- 
mote from the sources of funds. 

There seems to be industry opinion that a secondary market facility 
should not be looked upon as a primary source of mortgage money, and 
that it should be so administered as to discourage its use when funds 
are obtainable from normal sources. In order to prevent the misuse 
of the facility, it is apparently felt necessary that there be some pen- 
alty involved in dealing with it. On the other hand, this penalty 
should not be so severe as to prevent its operation when there may be 
a real necessity for it. 

The proposal in title III of S. 2938 involves a penalty of such 
severity as to render the plan wholly impracticable. 

If we understand the proposals correctly, an institution selling mort- 
gages to FNMA might be required to absorb a discount of 1 or more 
points, as may be determined by FNMA’s estimate of the market, and, 
in addition, might be required to pay charges and fees for doing busi- 
ness with the institution—section 304a—present charges under the 
1-for-1 plan, we understand, come to 114 percent of the outstanding 
amount of the mortgages sold. 

On top of discounts and charges, the seller would also be required 
to make to FNMA a nonrefundable capital contribution equal to 3 
percent of the outstanding amount of the mortgages sold-—-section 
303b. Since this contribution carries with it a certificate convertible 
to stock at such time as the Government capital in FNMA might be 
retired—section 303c—it would be considered as the purchase of a 
right, and therefore, a capital investment not deductible for tax pur- 
poses as a business expense. 

This feature becomes all the more onerous in view of the circum- 
stance that the prompt repayment of the Government capital is an 
extremely unlikely contingency. Before any of the Government in- 





- 


mn 2h oe 





use 
ort- 


rest 
sity 
| of 
nce 
ila- 
m- 


eel 
or- 
the 
res 


he 


ey 
ge 
he 


<, 


e- 





HOUSING ACT OF 1954 487 


vestment could be repaid, it would be necessary for FNMA to have 

accumulated frora earnings, and to maintain intact, an amount of 
$100 million—section 303c. Before, however, any funds could be 
set aside for this purpose, it would be necessary to pay to the ‘Treas- 
ury, one, an amount equivalent to the normal corporate income tax 
on its earnings—section 309c—and, two, cumulative dividends, as de 
termined by the Treasury, taking into consideration the average yield 
on outstanding Government obligations—section 303a. Furthermore, 
funds from earnings may be set aside as reserves—section 303b. 

It is difficult to see how even a beginning of the repayment of Fed 
eral capital could be made within 10 years; and it would be possible 
to defer it indefinitely. In any event, no dividends could be paid on 
the private contributions until all the Federal stock was retired. 
Even if the Federal stock were fully retired, there is no assurance 
that the private investment would obtain dividends or would be re- 
deemable. Presumably, additional legislation would be required— 
section 303¢. 

In short, the 3 percent payment must be considered a dead loss to 
the contributor and in effect no more than a fixed—but nondeductible 
discount to be added to whatever other discounts and fees FNMA 
might charge. The result would be a situation as difficult as that 
which prev: ailed in the private market during the period of t ightest 
money in 1953. It would mean to us that either the homeowner, the 
originating lending institution, or the builder would have to absorb 
these charges. None of these people would or should be forced to 
absorb all of these charges. 

In order for the plan to be workable, it would be necessary to re 
duce the amount of the contribution. Possibly, the answer is to 
change its form to capital stock, retirable at such time as the mort- 
gages sold to FNMA were liquidated, and earning dividends at such 
time as the investment remained in FNMA. 

This answer, we understand, has precedent in the land-bank system, 
in which an initial Federal investment has been successfully retired. 
It would constitute a sufficient drag on the total payment to the seller 
or mortgagee to discourage use except in case of necessity, but, as ex- 
perience with the land-bank system has apparently demonstrated, 
not so great as to prevent the functioning of the institution. By giv 
ing the seller an interest in the earnings of the facility, as well as in the 
ultimate disposal of his mortgages, it would encourage the offering 
of sound mortgages. 

In a sense, the suggestion just made would make the secondary mar 
ket proposal resemble that made by the President’s Advisory Com 
mittee, except for the fact that the initial capital would be provided 
by Government instead of by private industry. 

Mr. Cole, we noted, in his testimony expressed some concern as to 
this 3-year nonrefundable capital contribution, and expressed the hope 
that testimony before this committee might throw some light on this 
subject. To that end we make the above suggestion. 


$12,500 LIMITATION ON MORTGAGES PURCHASED 


The recommendation in the bill that the facility be authorized to 
purchase mortgages not to exceed $12,500 in amount is, in our opinion, 
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not desirable. This provision would seem to channel the assistance 
to be given the mortgage-financing industry to the $15,000-and-below 
price range. We believe the facility should be authorized to pur- j 


chase mortgages up to the full extent of FHA and VA authorizations. ; th 
al 
TITLE IV, SLUM CLEARANCE AND URBAN RENEWAL 01 
in 
The provisions of the bill designed to broaden and redirect the slum m 
clearance and urban redevelopment programs in order to assist com- 0: 
munities to meet the problems of eliminating and preventing the 
spread of slums and urban blight, seems to be in keeping with the new o 
approach of placing greater responsibility upon the local communities a. 
to take effective action in this regard. We believe the provisions in 
the bill requiring a locality to present a reasonable program for elim- n 
inating and preventing slums and urban blight and the requirement tr 
that the Administrator make a determination that the program is | 
satisfactory, and so certify, prior to Federal assistance, is an excellent t 
provision. c 
This is at best a long, hard, tough job which we feel will, with this I 
new approach, begin to make headway as our cities and towns realize ¢ 
that theirs is the first responsibility. I 
( 
WHY TWO SYSTEMS OF GOVERNMENT GUARANTY AND INSURANCE 
One other problem of concern to our industry is the problem in- ( 
volved in the two systems of mortgage insurance and guaranty pro- 
vided by FHA and VA. . 
This industry is in agreement with the recommendations of a sub- : 


committee on FHA and VA programs of the President’s Advisory | 
Committee, which suggested in their recommendation No. 33—pages 

65-69 of the report—that the President direct the Administrator of 

the Housing and Home Finance Agency, and the Administrator of 

the Veterans’ Administration, and the Commissioner of the Federal 

Housing Administration, to work out an interagency agreement under 

which VA would contract with FHA to perform the technical func- 

tions of processing veterans’ home-loan applications under the present 

home loan guaranty program. 

This recommendation was designed to quote the report— 
to have one agency of the Federal Government charged with the administration 
of the function of market analysis; land planning requirements, valuation and 
appraisal; minimum property and construction standards; and property 
inspection. 

It is our belief that the veteran and the homeowner who make use of 
the insurance guaranties of FHA and VA, as well as the builder and 
the mortgage lender, should no longer be subjected to the varying 
details, confusions, and costs involved in the present operation of the 
two parallel but differing systems of underwriting, inspection, and 
construction standards on loans. We believe the consequent saving 
to the taxpayer and the Government is also worthy of consideration. 
It may be there are good reasons why this proposal was not incorpo- 
rated in the legislation. Perhaps it can be accomplished without 
legislation, but we strongly recommend that the committee in some 
manner give consideration to these recommendations. 
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CONCLUSION 


In conclusion, Mr. Chairman, in behalf of our industry, we have 
the utmost confidence in, and respect for, HHFA Administrator Cole, 
and the President’s housing aims. We also recognize the importance 
of the FHA and VA programs, and the good they have accomplished 
in the residential construction field. We also are aware of the enor- 
mous task ahead in the elimination of slums, and the redevelopment 
of our communities. 

There is little disagreement as to the ultimate aims and objectives 
of the President’s housing program. There is, of course, some dis- 
agreement as to the best method of accomplishing these aims. 

The bill before you is designed to make more readily available to 
more people, in more communities, the aids of the Federal Government 
to private industry to provide housing. 

The recommendations which we have presented are consistent with 
these aims. We would like to see these aids made available to every- 
one who can use them. We are concerned with the problems of 
people who build and wish to build in our small- and middle-sized 
communities throughout the country. It is here that our people are 
most active and it is in these types of communities that we are having 
our major difficulties. The problem of securing adequate mortgage 
and consumer credit is greatest in these communities in contrast to 
the relatively easy flow of credit in our great urban and metropolitan 
centers. 

Our suggestions are aimed principally at broadening the use of these 
various Federal aids in order that our industry may be better able to 
make a substantial contribution to a continuing prosperous housing 
economy. 

The Cuarreman. Mr. Gordon. 


STATEMENT OF MILTON GORDON, MORTGAGE CONSULTANT, 
BEVERLY HILIS. CALIF. 


Mr. Gorpon. Mr, Chairman and members of the committee, my 
name is Milton Gordon. I am a mortgage consultant to various 
builders in California. I would like to suggest to this committee that 
they do not eliminate title IX of the Federal Housing Act, the instru- 
ment used for defense housing at the present time. It is quite possi- 
ble that at any time in the future an emergency might arise whereby it 
would be necessary to use title [X for the creation of immediate hous- 
ing for defense industry. 

lt is my suggestion in the interests of preparedness that you put 
title IX on a standby basis to be used at the discretion of the President, 
if necessary, in time of crisis. 

We have found that title [X is an effective instrument in providing 
housing in isolated areas for both defense workers and military per- 
sonnel. The best example is a project completed by a builder client 
in Las Vegas, Nev., which rents 2-bedroom apartments to personnel 
of Nellis Air Force Base at $77.50 per month, including stove, refrig- 
erator, garbage disposal, evaporative cooling and lawn maintenance, 
whereas the rental for a 2-bedroom apartment in privately owned 
housing in Las Vegas, Nev., is $125 per month. 
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I wish to thank the chairman and members of the committee for con- 
sidering this proposal. 

The Cuarrman. We have two witnesses this afternoon, one being the 
representative of the Congress of Industrial Organizations, at the 
conclusion of whose testimony we will hear from Mr. McCormick of 
the Trailer Coach Association. 

Mr. Thimmes, you may proceed. 


STATEMENT OF JAMES G. THIMMES, VICE PRESIDENT, CIO, AND 
UNITED STEELWORKERS OF AMERICA, ACCOMPANIED BY JOHN 
W. EDELMAN, CIO LEGISLATIVE SUBCOMMITTEE ON HOUSING; 
FRANK FERNBACK, ASSOCIATE DIRECTOR OF RESEARCH; AND 
BEN FISCHER, DIRECTOR, COMMITTEE ON HOUSING, CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


Mr. Turmm™es. Associated with me are John Edelman, of the CIO 
legislative subcommittee on housing, Ben Fischer, the director of the 
CLO committee on housing, and Frank Fernback, associate research 
director of the CIO. 

I have a prepared statement that I would like to start reading for 
the benefit of the committee. 

I greatly appreciate the opportunity to present to this committee 
the views of the Congress of Industrial Organizations on the adminis- 
tration housing bill. 

Recently, the chairman of this committee, Senator Capehart, per- 
formed a great service by identifying the legitimate area of concern 
of the Federal Government in the housing field, in the course of his re- 
marks at the National CIO Housing Conference last January. 

We need not be concerned, Senator Capehart pointed out, with those 
Americans whose incomes are large enough and whose credit is suffi- 
cient to buy a decent home on satisfactory terms. These families need 
no governmental aid and, in fact, are a group whose housing needs 
have largely been fulfilled in the course of the housing boom of recent 
years. 

There are two other groups, however, the Senator pointed out, 
whose housing problems must be a concern of the Government. One 
of these groups consists of those people who just do not have sufficient 
income to pay for proper housing. The second group is made up of 
the millions of moderate income families who need and want better 
housing and could pay for it, if it were made available at a reasonable 
price and under conditions of payment that their incomes could sup- 
port. 

Any constructive appraisal of the administration housing bill must 
be based upon a realistic assessment of the degree that the proposed 
legislation does, or does not, adequately aid the low- and moderate- 
income families in these two groups to achieve decent housing. I am 
sure that Senator Capehart and all of the members of this committee 
agree with this basis of judgment. 

In presenting the proposed legislation to the Congress, the adminis- 
tration has given the impression that its enactment will achieve the 
construction of about 1 million new housing starts a year. 

In the face of the fact that millions of homes are already sub- 
standard, or become obsolete or are destroyed each year, and the 
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further fact that the population of this Nation is growing with un- 
precedented speed, the administration housing goal is completely in- 
adequate. 

While responsible public groups estimate that human needs dictate 
a housing target of about 2 million new units each year to catch up 
with the “backlog and to keep up with newly created housing needs, 
it is not our intention in this testimony to split hairs over the precise 
figure which should constitute our national goal. 

It is of far more significance that the administration’s own estimate 
of the stimulus its housing bill would provide, would leave the Nation 
with an annual total of new housing starts 10 percent below the 1953 
achievement; almost 13 percent be low the new housing starts of 1952; 
and 40 percent below the record production of 1950. 

Clearly, in terms of the needs for new homes, the people’s desire 
for them, and the ability of this Nation to build them, the mere 
achievement of the administration’s goal would find our national 
need. Certainly, the Congress has the responsibility to determine 
whether this goal is adequate, and if not, what must be done to raise 
it, and to assure its fulfillment. It is our view that the proposed 
legislation itself does not even assure the achievement of the 1 million 
goi val, a total which at the outset is clearly inadequate. 

A million new units is not enough, not ae because it will not 
achieve enough new housing; it is doubly inadequate because the level 
of new home construction is a vital factor in determining whether this 
Nation is prosperous or not; whether unemployment will grow or re- 
cede; and whether the great building industry will carry ‘the Nation 
forward in the face of recessionary “forces and play its full part in 
counteracting them. 

The employment effect—both direct and indirect—of a 50-percent 
increase in home building, would be tremendous. Consider the effect 
on both production and job opportunities, if we could close even half 
the gap between what the administration expects the housing industry 
to achieve and the 2 million goal that CIO and many others feel should 
be achieved. 

Actually, it is folly to assume that even a million new housing units 
will be built as a certainty if the present program is merely extended 
with some minor tinkering, in the manner that the administration bill 
proposes. 

In the face of currently rising unemployment and falling incomes, 
it is entirely possible that the housing industry may stagns 1te and con- 
tribute to unemployment rather than ex yand, as it certainly could if 
the Congress enacts a bold and far-re toching program. Surely, it is 
the hope : of all of us that your action in the field of housing will serve 
as a stimulating factor to help reverse the present economic decline. 

But, if our national housing program is to move forward to meet 
the needs and to fulfill the hopes of the American people, we must 
carefully define the groups that constitute our great potential housing 
market and then pattern our public policies in a manner which will 
assure that this demand can be fulfilled. 

The first such group, already defined for us by Senator Capehart, 
is made up of those whe do not have sufficient income to buy new pri- 


vate housing and who, in our opinion, require public housing to 
secure adequate family shelter. This group is made up of families 
who have incomes of under $3,000 and most of them earn less than 
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$2,500. The latest census figures reveal that in 1951, more than 31 
percent of our nonfarm families earned under $3,000 ; 23.6 percent re- 
ceived less than $2,500. More than 10 million American families 
were in the group earning less than $3,000, and over 8 million received 
less than $2,500. 

This is the segment of our population whose housing need is the most 
urgent, because it is so largely made up of occupants of substandard 
dwellings. Yet, these are the families whose financial means are 
the least adequate; for the majority, if new housing is to be obtained, 
only public housing will provide a reasonable answer. 

Senator Taft richie for another way; he found none. The Presi- 
dent’s Advisory Committee looked for another way; it found none. 
It is for this reason that we argue that no national housing program 
is adequate unless it includes at least a return to the 1949 Housing 
Act’s provision for the construction of 135,000 housing units a year, 
and a top of 200,000 to be invoked under extraordinary circumstances 
such as exist at present. 

The CuarmMan. Will you yield for just a moment for a question? 

Mr. Turmmes. Certainly. 

The CHarrman. You don’t necessarily feel these should be apart- 
ments going away up in the air. You are talking in terms of both 
apartment buildings and individual units out, maybe, 5 miles? 

Mr. Tutmmes. It depends on what the requirements of the partic- 
ular situation are, of course; yes. 

The Cuarrman. You are thinking in terms of individual housing 
as well as the duplexes and large apartment buildings, maybe, that 
might well have 1,000 apartments in them? 

Mr. Turmmes. Yes. 

Senator Gotpwater. But those would be included in the units. You 
might have an apartment house with 1,000 units in it to be included. 

Mr. Turmmues. That would be 1,000 units, of course. It might be 
an individual unit or 10 units. 

The Cuatrman. In this instance, you feel that the Federal Gov- 
ernment ought to build these units, whether they be individual units 
or big apartment buildings or duplexes, and rent them to the people? 

Mr. Turmmes. Under a public-housing program; yes. 

The Cuarrman. In other words, you are talking here about rental 
units now ? 

Mr. Turmmes. Public housing rental units; yes. 

The Cuarrman. You may proceed. 

Mr. Turmmnes. Surely, this committee should reject the piteously 
inadequate proposal of the administration and set the stage for an 
all-out resumption of the public-housing program on a vastly ex- 
panded basis. Public housing is cheaper than slums, urban decay, 
disease, and human blight caused by substandard housing conditions— 
and it is cheaper by far than the cost of idle factories and idle men. 

The second major group, which has also been identified by Senator 
Capehart, consists of millions of moderate-income families who want 
better housing and could pay for it if it were made available at a 
reasonable price and under conditions of payment that their incomes 
could support. These are the families who constitute the greatest 
potential market for an expanded private home-building industry. 
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Broadly speaking, this group includes one-half of our nonfarm 
families—or about 17 million—with incomes under $6,000 and down 
to $2,500 a year. This is the group which constitutes a vast potential 
new private housing market across the Nation—for ownership occu- 
pancy, rental, and cooperative construction. 

At present the private-housing industry only touches this great 
middle-income group superfic ially, particularly in the case of families 
earning less than $5,000 a year. In most cases, these moderate-income 
families who have become new-home purchasers have only been able 
to enter the market because they are willing to substantially over- 
spend for housing in relationship to their current incomes, or because 
they have savings to draw on, or relatives to assist in meeting their 
housing needs. Surveys have shown that many of these families are 
actually spending an amount for housing each month that is equiva- 
lent to 25 to 40 percent, or even 50 percent, of their monthly income. 

These kinds of outlays cannot be sustained for housing by the vast 
majority of moderate-income families. Indeed, it would be extremely 
unwise to encourage the assumption of such obligations when it is 
clear that in order to meet them, other essential family needs, such 
as for food, clothing, and medical care, would be neglected. 

A special study made for the President’s Advisory Committee 
showed that a maximum of 20 percent of family income should be 
considered the norm for all housing outlays, or about 10 percent 
would cover the mortgage principal and interest, and a similar amount 
would meet the cost of taxes, insurance, utilities and maintenance. 

Therefore, to meet the needs of this group of millions of moderate- 
income families, new housing must be made available at a monthly 
cost of $40 to $90 a month—taking into account the impact of higher 
taxes on the upper portion of this $2,500 to $6,000 group. 

Or, if we consider only the $2,500 to $5,000 group, then the range 
of monthly housing costs, including utilities and maintenance, must 
be reduced to $40 to $75. 

Presently, housing is not constructed in large quantities for sale or 
rent at such prices. By Semana. we mean good housing, well located, 
adequate and complete as to structure, size, and site development. The 
Nation’s housing problems will not be solved by building new slums 
or luring people into poor or inadequate or incomplete homes where 
they find disappointment, added expenses and inadequate space for 
decent family living. 

We propose, therefore, to examine the proposed legislation to see 
how it meets the needs of this great potential moderate-income market. 

We are firmly convinced that a private housing program cannot 
succeed and a higher building rate cannot be achieved or sustained 
unless it is geared to the ability to pay of this middle-income 50 per- 
cent of the Nation’s families. 

At the outset, the proposed housing bill makes only one ostensible 
effort to inject something original into the new private construction 
housing field. We refer to the proposed 40-year term, 100 percent loan 
program designed to enable lower-income groups to purchase housing. 
The relation of this program to actually achievable housing, while 
widely proclaimed, is virtually nonexistent. 

There are several reasons for this. The program would be limited 
to houses costing no more than $7,000. Actually, fully built, adequate 
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homes on sites which do not require substantial further expense due to 
the need for completing development, cannot be provided for $7,000 in 
most parts of the country. Therefore, the $7,000 price limitation 
makes this proposed provision virtu: ily meaningless for purposes 
of the new housing market. 

Furthermore, even this unrealistic proposal is restricted to families 
displaced by relocation projects. This added restriction would guar- 
antee that the program, even if otherwise workable, would never get 
off the ground sufficiently to make a dent in the total housing pic ture. 

An additional feature of this program appears to be a service charge 
which would be added to the normal interest rate and existing charges 
for FHA insurance. This suggested one-half percent service charge 
would be nothing more than an increase in the interest rate in “sheep 
clothing.” Thus, the lowest-income group in the private housing 
market would be expected to pay the highest charges on FHA loans, 
a total of 54% percent. This would be not only unjust, but would sub- 
stantially negate any effect the 40-year term would have on reducing 
monthly housing ¢ osts. 

Finally, there is no provision for making the funds available for 
financing this program on any basis suffic iently extensive to make 
the program meaningful as a significant stimulant for the housing 
industry. There is every reason to assume that private investment 
funds are not available at this time for this type of program. 

Spokesmen for the mortgage lenders would lead one to this con- 
clusion in any case. An extensive program of housing for moderate 
income families must have as a basic ingredient a provision for 
adequate and readily available financing. 

Since the proposed legislation does not contain any realistic new 
device for developing a ‘greatly expanded housing construction pro- 
gram, we urge that this committee, itself, develop suitable legislation. 
In an effort to be helpful, we are proposing some ideas ‘for your 
consideration. 

To adopt legislation to the prevailing minimum price of new and 
adequate housing, which we estimate to be $10,000 to $12,000, devices 
must be developed to enable moderate-income consumers to purchase 
such houses and make monthly payments consistent with the principle 
of an approximate 20 percent gross housing outlay in relation to 
family income. 

The President’s Advisory Committee report, on page 94, contains 
FHA data on the gross monthly cost of housing, using a 40-year 
term mortgage. From this data, it is a panes that a $10,000 home 
would require a monthly housing cost of $52, assuming a 40-year loan, 
a 414 percent interest rate, and ‘the Seanad FHA insurance premium 
of one-half of 1 percent. This $82 would include principal, interest, 
taxes, insurance utilities, and maintenance. 

Such a program could stimulate home buying and, therefore, home 
building for famiiles with incomes of about $4,900 to $6,000. We 
believe this to be important and strongly recommend that loans be 
made available on this basis, without crippling restrictions or extra 
charges. 

However, it is evident that a cost of $82 a month is out of reach of 
that great bulk of families with incomes appreciably under $5,000 a 
year, ‘and misses the mark if we are serious avout developing a greatly 
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expanded housing program. One way to dig deeper down into lower 
income levels is to cheapen the house, neglect site development, leave 
the houses uncompleted, and choose undesirable saabieatinede where 
facilities for good family living are not available. 

This approach is unthinkable at the very time that we are spending 
billions to clear slums; certainly the Federal Government should not 
participate in or underwrite a program which will lead to new slums 
and new social problems in the not too distant future. 

We assume that all branches of government, private industry and 
organized labor will work to reduce costs through such methods as 
efficient land assembly and development, encouraging efficient build- 
ing methods, and so forth. But these are matters for the future; an 
expanded housing program is needed right now and must be based on 
existing price levels. Thus, the major area in which the Federal 
Government can operate most effectively to reduce overall housing 
costs now is in financing methods. 

There are various ways by which financing devices can be further 
developed to reduce monthly housing costs. Once the determination 
exists, the details can be worked out. 

While we are not attempting to set forth a precise blueprint in this 
testimony, we do urge that in order to provide the additional billions 
of dollars of investment in housing needed and to facilitate the reduc- 
tion of monthly housing costs essential to an expanded program, the 
Government’s role as a direct lender must be greatly increased. 

It is folly to expect that ali the ingredients necessary, including re- 
duced interest rates, extended amortization periods and adequacy of 
supply of funds can or will be furnished without a substantial degree 
of direct governmental involvement. The essential need is to keep 
in mind the terms on which funds must be made available—low inter- 
est rates, long amortization periods, and assured large quantities. 

To the extent that reliance on normal private investment channels 
can achieve these objectives, this is the desirable course. But the over- 
riding consideration is expanded home building rather than blind 
adherence to any particular traditional methods. The fact is that 
the traditional methods will not be adequate to accomplish the desired 
objectives. 

We, therefore, urge that methods of governmental intervention to 
provide long-term and low-interest mortgage money in very large 
quantity be devised, and that the methods be those that best suit the 
goal of stimulating home building and home buying. 

We must not be paralyzed by unsubstantiated fears traditionally 
expressed in the face of new ideas. For example, it is argued that 
direct Government investment in housing mortgages means a Govern- 
ment handout of taxpayer’s funds. The truth is that present Govern- 
ment involvement in the housing mortgage field establishes the Gov- 
ernment as middleman between private investment funds and private 
consumers whose property stands in back of the loans and whose 
monthly payments completely cover, or more than cover, the actual 
expense involved. 

The fears expressed by some that there is an undue risk undertaken 
by the Government are applicable just as strongly to the FHA pro- 
gram as to any method of more direct lending. In either case, the 
Government guarantees the mortgage, and the risk in one is entirely 
comparable to the risk in the other. 
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The extent of the challenge and the value of meeting it is demon- 
strated by a few simple figures. The addition of 400,000 to 500,00 
housing units to the anticipated annual rate, while far short of the 
need and the achievable goal, would involve four to five billion dollars 
of added investment in housing and would lead to a restoration of full 
employment and high-level production. This is a goal so worth while 
and so clearly att: 1inable, if bold measures are taken, that the Nation 

cannot afford to forego this opportunity. 

We turn from the subject of private owner-occupied home building 
to the cooperative housing field. The proposed legislation deals in- 
adequately with cooperative housing. The t testimony of the Cooper- 
ative League of America will deal with this problem in detail. We 
endorse the testimony as presented, and wish to identify ourselves 
with the league’s analysis. 

There are some areas and some groups where private individual 
home ownership does not provide the answer to housing need. Many 
conditions make this true. There are many groups of our citizens 
who want to solve their housing problems through housing cooper- 
atives. In accordance with our belief in private enterprise, we believe 
that these groups are entitled to make their own decisions and choose 
their own vehicle for practicing private enterprise. 

If the Government were to withdraw from the housing field, the 
cooperatives would be on their own, like everyone else. But the Gov- 
ernment is in housing and is being pushed further into housing by just 
about everyone. Therefore, it is reasonable that there be effective 
Government support for cooperative housing. 

There are two essential needs in this field ; one is money and the 
other is help and advice. The groups advocating help to co-ops have 
sought to develop a quasi-governmental corporation to help co-ops and 
to finance them, essentially with private funds. The proposal is some- 
what similar to that made by the administration for a secondary 
mortgage facility to help the private mortgage-lending industry. 

We strongly urge the Congress to work out suitable legislative meas- 
ures to’bring a cooperative housing mortgage facility into being, with 
adequate staff and adequate initial financi ing support. We are confi- 
dent it will help the housing picture, will encourage more and better 
housing for groups who need and want this kind of solution to their 
problems, and result in repayment of the funds advanced to get the 
project under way. 

Representatives of cooperative groups and existing cooperative 
housing organizations have done splendid work in exploring this field 
and have repeatedly demonstrated their willingness and ability to 
provide all the details for legislation establishing a successful co- 
operative housing mortgage facility. 

At long last, it has become widely recognized that the housing of 
minorities is one of the major social, economic, and moral problems 
confronting the Nation. Real slum clearance is not possible on a 
really wide scale without available solutions to minority housing. In 
fact, substantial increases in the home-building rate depend in great 
part on solving the problem of providing minorities with real and 
practical solutions to their housing needs. 

The major responsibility for solving the minority housing problem 
depends on community cooperation and sincere and intelligent effort 
by private mortgage lenders, the building industry, the real-estate 


| 


La Aelia en en 








lemon- 
00,000 
of the 
lollars 
»f full 
while 
vation 


Iding 
ls in- 
oper- 

We 


selves 


idual 
Many 
Izens 
Jper- 
heve 
100se 


. the 
(FOV- 
just 
tive 


the 
nave 
and 
yme- 
lary 


eas- 
vith 
n fi- 
tter 
1eIr 
the 


‘ive 
eld 

to 
co- 


of 
ms 
1 a 
In 
ae 


nel 


m 
rt 
te 


HOUSING ACT OF 1954 497 


people, local government and Federal housing agencies. The support 
of local civic, labor, business, and religious groups is essential. 

In this, our Federal Government must play a major role. Congress 
should insist that Government aids be tied in with workable programs 
to improve the housing of minorities looking toward comprehensive 
solutions to this urgent problem. Administration officials can enforce 
such a determination effectively by regulation and practice, but more 
importantly, can set the tone behind which citizens can rally. 

Specifically, sites must be made available for housing minority 
families, including vacant land, cleared land, and redeveloped land. 
Mortgage funds must be made available not only by direct Govern- 
ment purchase of mortgages and direct lending, but also by working 
with private mortgage lenders who use Government credit facilities. 

The expansion of the public-housing program constitutes an es- 
sential ingredient in the effort to solve the housing problem of minority 
groups. 

There are many housing problems which cannot be solved by in- 
creased opportunities for home ownership or cooperative housing. It 
is self-evident that no housing program is complete which does not 
include means of aiding the development of new private rental hous- 
ing at prices within the reach of lower-income groups and so-called 
middle-income families. The public housing program is of vital 
importance in this field, but its limited application and its income 
limits do not solve the entire problem. We still need a large increase 
of rental housing available at $40 to $70 a month. In some areas, all 
new rental housing is priced above the reach of any average family. 

The financial technics of long-term mortgages, as high as 75 years 
and low interest rates, in return for agreements as to appropriate 
rentals and services, should be given consideration to encourage build- 
ers to get into this field. If private operators do not feel justified in 
going into the rental-housing field, the organization of nonprofit 
cooperatives to operate such properties can be accomplished quite 
simply. 

There are a variety of other important problems involved in the 
present legislation which require detailed comment and analysis. The 
limitations of time prevent us from doing so. But, there are some 
matters we feel need special comment. We believe it most unfortunate 
that the administration has not chosen to recommend that builders 
warranties be required from builders who use FHA or other Govern- 
ment aids. No convincing argument has been heard against it except 
that FHA doesn’t want to be bothered. 

Since FHA seems willing to be bothered by most anything the in- 
dustry desires, we don’t think it too much to suggest that this Govern- 
ment agency be bothered a bit with protecting the consumers in an 
area where protection is urgently needed. 

We do not find in the proposed legislation the recommendation 
made by the Advisory Committee that there be some form of rent 
supervision or rental projects built or rehabilitated with governmental 
aids, no matter what the size of the project. 

Present practice confines such supervision to projects of 12 or more 
units; those that are smaller than 12 units require such supervision 
just as much as those that are large. FHA and the Advisory Com- 
mittee both agreed that a practical method could be found to ac- 
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complish this objective, but this recommendation was omitted from 
the legislation, so far as we are able to discern. 

The proposal that the FHA mortgage limit be raised from $16,000 
to $20,000 is not desirable. A house with a $20,000 limit is purchased 
by people with enough income to make unnecessary the aid of govern- 
mental guaranties or insurance. This unnecessary drain on Govern- 
ment credit can be ommitted; in fact, there is always the danger that 
the effect of this kind of increases in price ceilings will encourage 
high-priced building at the expense of low-priced housing, a trend 
which would run against the needs of our times. 

We call special attention to the proposals dealing with interest rates 
and related matters. In the proposed legislation, the President is to 
be given power to fix interest rates on FHA and VA loans up to 24% 
points above the prevailing yield on Government issues. 

The spokesman for the President says there is no intention to in- 
crease interest rates; but we fear that this may not remain the case, 
and we know that there is strong pressure to impose extra service 
charges which, in effect, is the same as increasing interest rates. 

But, in any case, Congress has already established ceiling rates. 
The entire history of this new proposal justifies fears that it may 
facilitate boosting interest rates and other charges to the detriment of 
both the consumer and the building industry, including the basic 
materials manufacturing industry which supplies the ingredients 
out of which houses are made. 

Any increase in interest rates or service charges can only do serious 
harm to the people who need housing and the industry which must 
build them. 

At a time when we should be stimulating production and eliminat- 
Ing excessive costs, any move to increase costs would discourage 
production and restrict the potential demand for new housing. 

Throughout this bill, we find specified broad discretionary powers 
delegated to the President. Our objection to this is not based on 
any theory of Government, but is a practical objection to a situation 
which, by engendering uncertainty, would discourage the growth of 
enterprise and boldness in the industry. 

If a builder or lender is uncertain as to what interest rates will be 
permitted, and what the allowable amortization periods will be a year 
or two from now, he is discouraged from making broad plans. Sound 
project development requires time; land must be assembled, often 
rezoned, developed. 

Materials must be contracted for, a labor force organized. <A care- 
ful market analysis must be made. Early sales are helpful in reduc- 
ing costs and risks. Community facilities may be required. All this 
requires time and confident planning involving the integration of 
many factors, including actions by local government and many local 
business institutions. Uncertainty over interest rates or other fac- 
tors would be most harmful. 

In the light of all the foregoing comments, we conclude by urging 
this committee to provide in its bill a comprehensive program suite 
to the needs of our people and our times. A successful housing pro- 
gram will strengthen America. It will bolster our democratic spirit 
not only by improving housing, but by its good effect on the overall 
economy. 
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We urge a broad appreciation of what is really costly and what is 
not. A prosperous economy is good for everyone. If extension of 
Government credits in the housing field is necessary, and we believe 
it is, we should view the risk in true perspective. Depression is 
riskier to our credit structure than any suggestion we have made. 
Slums are costlier than the cost of good housing. 

As always, we are anxious to be of assistance to our Government. 
We appreciate this opportunity to appear here; we are available to 
the committee at any time. 

In conclusion, we present here, in summary form, our major 
proposals : 

1. We must appreciably raise our sights, recognizing that a new- 
housing rate of a million a year would be wholly inadequate and 
that we can and should achieve a rate of 2 millions. 

2. Increase home building requires a program aimed at the families 
with incomes below $6,000 a year. 

3. The lowest-income groups now affected by public housing income 
limitations can best be served by public housing; 200,000 units a year 
should be built to fulfill the objectives of the Housing Act of 1949. 

4. The families in the $2,500 to $6,000 income brackets are the best 
market for an expanded private home-building program. 

5. Total housing costs should not be expected normally to exceed 
20 percent of family income. Therefore, new housing available at a 
total cost of $42 to $90 a month, including untilities and maintenance, 
is needed. The proposed 40-year 100-percent loan program, in the 
main, misses these families because the $7,000 price limitation is too 
low, the restriction to relocation housing too limiting, and the pro- 
posed extra one-half percent service charge too costly. 

6. The 40-year 100-percent program should be adopted without 
these features to serve the upper part of the $2,500 to $6,000 family 
brackets. 

7. While housing prices should be reduced, a realistic program must 
be geared to present prices, which means $10,000 and up. 

8. Monthly housing costs can be reduced by providing lower interest 
rates, longer periods of amortization, and other similar devices. To 
accomplish this, more direct involvement of Government in home 
financing is essential. 

9. An addition of four to five billion dollars of investment funds 
beyond the normal anticipation would add 400,000 to 500,000 addi- 
tional private homes and would restore full employment in the 
Nation. 

10. A cooperative housing central mortgage facility would enable 
cooperative housing to serve the people more extensively and increase 
housing activity. 

11. The need for rental housing requires 75-year mortgages and 
low interest rates to bring rents down to the level of moderate-income 
family ability to pay. 

12. Housing for minority housing must be provided as a condition 
of success of the program, because a large market is found here, the 
need is great and urgent, and the difficulties confronting these groups, 
if eaieed, tremendous. 


13. Builders warranties should be required of builders using Fed- 
eral aids. 
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14. Rent limits should be required for all new or rehabilitated 
rental properties receiving Federal aids. 

15. Interest rates should not be increased directly or by imposing 
service charges, and the proposed new interest rate ceilings should be 
rejected. 

16. The proposed increase in FHA mortgage limits to $20,000 
should be rejected. 

17. Unnecessary grants of discretionary powers to the President 
should be replaced with definitive legislative actions. 

Mr. Chairman, that concludes our prepared statement that I had 
for you, and I would like to have, if you will, Mr. John Edelman 
present another bit of testimony. 

Mr. Everman. Mr. Chairman, my name is John W. Edelman. As 
Mr. Thimmes said, I am chairman of the legislative subcommittee 
on: 

The Cuatrman. Will you yield justa moment? You are going into 
this supplemental testimony on public housing ? 

Mr. Epetman. I will just file it. 

The Cuarrman. I was going to suggest that if you were going into 
it we might want to ask some questions on the other statement. 

If you are going to file it, go right ahead. 

Mr. Epetman. Mr. Chairman, if later on in the testimony there is 
a moment or two, I might call attention to 1 or 2 of the features. 

The Cuarrman. You can do so now. 

Mr. Epecman. This material, sir, is a compilation, roughly speak- 
ing, of some 18 statements, most of them fairly brief, from typical 
communities throughout the United States. The material has been 
compiled by our local industrial union councils, some of it on the basis 
of information supplied by local, municipal, or housing agencies— 
housing and sometimes social agencies. It includes human-interest 
stories, a great deal of statistical data, and some material in addition 
to that bearing on the perpen of public housing. 

There is a good deal of supplementary information involved, here, 
on the question of the middle-income housing. 

For instance, in the Los Angeles testimony, there is a page at page 
32 which gives a list of the typical prices at which homes built by pri- 
vate builders are sold on a particular Sunday, and included therein, 
I will file with the clerk, sir, a list of the distances which these tracts 
are from the downtown areas. It is a factor which, I think, the staff 
of this committee should study in relation, particularly to this whole 
problem of new housing and in relation to its actual cost, over and 
above rentals. It is a factor which I think has been disregarded, or 
neglected, rather. 

Might I say that we have filed a very succinct section, here, on hous- 
ing in the Chicago area. 

I would like to make available, if Senator Douglas has not already 
done so, for the committee’s consideration, two very remarkable docu- 
ments which have been issued in the last several months in the city of 
Chicago which I think are frightfully apropos. 

Could I also call the committee’s attention to 3 or 4 typical reports 
issued by—2 reports issued by housing authorities in this country, 1 
in Buffalo, N. Y.; 1 in St. Louis, Mo.; 1 report from the Council of 
Social Agencies in Buffalo, and a report issued by the Philadelphia 
Housing Association, a citizen group. 
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All of this, Mr. Chairman, is material which has been frightfully 
neglected. They are completely objective and revealing and contain 
some of the most, if not the most, supplementary evidence available 
on the subject of public housing and housing for middle-income 
groups which is available, but which seldom is referred to, either in 
testimony before these committees or that comes to the notice of Mem- 
bers of Congress. 

The CuatrmMan. Without objection, the supplemental statement 
will be included in the record. 

Mr. Everman. Might I just ask, Mr. Chairman, could you give me, 
say, 4 days in which to file the statements from 4 other communities 
which we are a little late in getting in here? 

The Cuarrman. We will place in the record what you have pre- 
pared at the moment and at any time between now and when our 
hearings close, which will be at least a couple of weeks, you can file 
any supplemental information you care to. You can file any sup- 
plemental information you care to any time between now and the time 
we close the hearing. 

(The supplemental information referred to follows :) 


SUPPLEMENTARY TESTIMONY ON PUBLIC HOUSING PRESENTED BY THE CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


On a subject which has been and continues to be as bitterly controversial as 
public housing, it is essential that even an organization like National CIO, which 
is completely committed to this program, should constantly check back with its 
local affiliates so that we will be able to have complete confidence that our mem- 
bership is solidly behind the positions CIO takes in their name here before the 
committees of Congress. 

If there should be a shift of sentiment or new thinking on this problem of 
public housing in the local communities, where our active people keep closely 
in touch with conditions, we would feel it important to be immediately aware 
of such modification or alteration in the views of our people. Consequently, from 
time to time we take steps to canvass our State and local industrial union 
councils on specific issues such as housing. These State and local councils rep- 
resent our local unions in matters having to do with the general problems such 
as legislation or relationship to all types of community organizations, schools, 
churches, recreational or welfare bodies. 

Housing is a subject on which a city, county, or area council of unions, rep- 
resenting bodies of workers who live and work in those places, usually keep 
well informed and exceedingly active. In preparation for this presentation to the 
1954 session of the 83d Congress, we decided to make a quick check with typical 
city CIO councils as to what their feelings are in respect to the slum-clearance 
and low-rent program and related matters. We asked our local councils to give 
us what they considered to be the best and most correct data on the number 
of slum or substandard housing units in their particular city and such facts as 
they could quickly collect showing the need for continuance of the program, 
substantially along the lines of the 1949 Housing Act. 

We wish to ask this committee and all Members of Congress who are willing 
to take the time to give some considerations to a summary which we offer here- 
with of typical replies from city CIO councils in various parts of this country. 
A quick glance at this material will indicate at once that these local CIO officials 
have studied the housing problem carefully and that they base their emphatic 
and militant arguments for an extension of this program on solid facts and 
figures which have been collected, usually with the assistance of local municipal 
officials. 

Included with this impressive body of solid factual and statistical data are 
many case histories of wretched and even dangerous slum conditions and many 
other materials relating to the human tragedies and sufferings that are the 
direct result of these substandard housing conditions. 

These reports and statements are amazingly alike in their analysis of the 
basie conditions; also the strong feeling expressed by the men and women who 
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have collected the mi.terials. On the basis of these current reports and expres- 
sions we can testify to this committee that among the several millions repre- 
sented by the CIO there is a stronger sense of outrage than ever before at the 
dismal and inexcusable failure of this great country to deal adequately with 
its basic housing problem, despite the enormous economic and technical advances 
made in so many other directions. 

We attach herewith the reports we have received from widely separated cities. 
These reports were all prepared and written within the past 10 days to 2 weeks 
and describe conditions that actually exist at this very moment. 


Reports ON Hovusine From Various CITIES 
AKRON, OHIO, AND VICINITY 


Submitted by Leo Dugan, Secretary, Summit County (Ohio) Industrial Union 
Council 


On March 1, 1954, the following persons appeared before the Independent 
Offices Subcommittee of the House Appropriations Committee to testify on behalf 
of an expanded public housing program. The following were present: Mayor 
Leo Berg of Akron, Ohio; Mayor Elmer Wolf, Cuyahoga Falls, Ohio; Mayor 
Robert Carson, Barberton, Ohio; Attorney Robert Shuff on behalf of the A. F. 
of L. Trades Council of Summit County; George Brettian, ex-secretary, Akron 
Chamber of Commerce, and Leo Dugan for the C10 Council. 

Herewith is the written statement agreed to by the above group which was 
presented to the House subcommittee: 

“We are here in support of President Eisenhower’s recommendation that 
Congress appropriate sufficient funds to permit construction of 35,000 units of 
public low-rental housing per year for the next 4-year period; or a total of 
140,000 units. 

“Believing that this is a proper area for governmental intervention, the 
fundamental question arises as to whether there is a need for additional low- 
rental units. We, of course, can only speak of the need as it relates to the 
Akron area. 

“Upon the basis of information and data available to us, we conclude that 
there is a definite need in our community for additional public housing for 
low-income families. 

“We believe, however, that public housing should be restricted to the low- 
income families for whom private interests are unable to profitably build suit- 
able housing. We do not believe that public housing should compete with 
private enterprise in furnishing homes to those families above the minimum- 
income level. Above that level, we think private builders can and should meet 
the existing need. We are confident they can and will discharge this respon- 
sibility in our community, particularly if Congress enacts into law the recom- 
mendations of the President’s Housing Advisory Committee. 

“Akron is a community of some 283,000 population. The metropolitan area of 
Summit County which includes the neighboring communities of Barberton and 
Cuyahoga Falls, has a population of about 428,000. There are, in the metro- 
politan area eight public housing projects, all operated by the Akron Metropolitan 
Housing Authority. Three of these projects are permanent low-rental units 
for low-income families, and the remaining 5 are Lanham Act projects not 
restricted to low-income families. Two of the low-income projects are located 
in Akron proper, having been built in the years 1939 through 1941, furnishing 
a combined total of 550 units, and having a rental from $21 to $54 per month, 
including utilities. 

“The Ohio Legislature has specified that the income limits which apply for 
admission to low-rental housing shall be $2,400 per year, plus $200 per child. 
We are here concerned then, with the housing needs of those families whose in- 
come is not in excess of this prescribed limitation. 

“The most recent study made in our community relative to the housing needs 
of such low-income families, was conducted in November 1953, by the research 
committee of the United Community Council of Summit County. The occasion 
for the study arose from an order issued September 10, 1953, that 469 families 
living in temporary mobile housing units, must vacate before February 28, 1954, 
or face eviction. A detailed analysis was made by the research committee, 
not only the families involved, but also of all other pertinent data. 
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“This survey revealed that as of November 1953, there were 244 qualified ap- 
plicants for public housing on the waiting list of the low rental housing projects, 
200 families below the prescribed income limitations that were being assisted 
by various social agencies and living in crowded, undesirable quarters, and 
58 families living in the so-called mobile units whose incomes were below the 
maximum. The elimination of duplication revealed a total of 450 families in 
the low-income level living in undesirable, substandard housing. 

“The report concluded: ‘These figures imply that this community is in urgent 
need of additional housing units for low-income people, and also for housing 
units above the lowest income but having serious housing problems arising from 
number of children or color.’ 

“A reliable indication of the housing need in Akron is the current account of 
what has happened to the 469 families who last September, were ordered to 
vacate the mobile units by February 28, 1954. Information available February 
27, 1954, 1 day before deadline, indicated that 308 families had moved, leaving 
161 who had, in the 6-month period, been unable to find other quarters. Of the 
308 families who moved, 84 were able to purchase homes, and 215 found other 
rental housing. Of the latter 215, half were Negro families and of the one- 
hundred-odd Negro families who have vacated, 50 percent were able to find other 
quarters only by doubling up with other families. 

“The 1950 census also supports the conclusion of a definite and urgent need for 
additional low-rental units for low-income families in the Akron area. The 
1950 census analysis revealed there were 11,613 substandard dwellings occupied 
in Akron, of which 1,393 were dilapidated according to Government standards. 
Of the families living in substandard dwellings, 3,498 had incomes of $2,500 or less 
per year, the great majority of which would be below the income limitations 
prescribed by the Ohio Legislature for admission to low-rental housing units. 

“We concur in the conclusion reached by the research committee of the 
United Community Council of Summit County that there is an urgent need for 
additional low-rental units for low-income families in the Akron area. 

“Before concluding, we would like to direct the subcommittee’s attention to 
the much publicized referendum adverse to public housing in Akron, 1% years ago. 

“In 1952, the City Council of Akron passed legislation authorizing the Akron 
Metropolitan Housing Authority to take the necessary steps for the construc- 
tion of 400 low-rental units for low income families in the city of Akron. The 
ordinance was, thereafter, by referendum petition, submitted to the voters of 
Akron for their approval or disapproval, in the following May 1952 primary 
election. Public housing was defeated in that primary election by a 2-to-1 vote, 
43,000 to 21,000. That action has been cited as proof that the people do not want 
federally subsidized housing for low-income families. 

“We do not concur with that conclusion, as applied to Akron. 

“It should first be pointed out that the Akron City Council, which was at that 
time constituted with a Republican majority, approved the low-rental housing 
by a 9-to-4 vote. This vote came after extended hearings, at which proponents 
of both sides of the question had the fullest opportunity to present their re- 
spective viewpoints. The council decision was made only after a careful 
weighing of the evidence. 

“It should further be pointed out that the Akron Beacon Journal, published 
by Mr. Jack Knight, after careful study, editorially supported the action of the 
council, and urged the voters of Akron to do likewise. 

“Secondly, this issue was placed on the ballot at a primary election, when 
the percentage of voter participation is particularly low. 

“Third, it should be understood that Akron homeowners had just received 
a boost in property valuations, resulting in an increase in property taxes, and 
were looking forward to another considerable increase in property taxes by 
reason of another anticipated rise in property valuations. Federal income taxes 
were also at a high level. 

“It was against this background that a group professing to speak for the 
property owners and taxpayers, began a misleading, distorted, well-financed 
campaign against low-rental housing, by means of newspaper and radio adver- 
tising, and press releases. Not once in their campaigns, did this group dwell 
on the merits of the question. 

“A series of ads were placed in the Akron Beacon Journal, of which the 
following is typical: ‘Are you sick of high taxes? You can be instrumental 
in stopping the stampede toward socialism in Akron by voting against the 
political socialized public-housing ordinance. If you are sick of watching free- 


44750—54—pt. 1——-33 














504 HOUSING ACT OF 1954 


dom and liberty slip away from you, and if you believe your taxes are now too 
high, then vote against political subsidized housing.’ 

“On the other hand, there was no organized campaign, and virtually no money 
spent, urging support of the housing measure. 

“The campaign tactics worked—worked so well that the voters rejected 
not only public housing, but also funds for the operation of our municipal 
university, and bonds for the construction of sewers. 

“We do not believe this light primary vote reflected the considered judg- 
ment of the people of Akron. This belief is not based upon conjecture. For at 
a succeeding general election, participated in by more of our voters, conducted 
in a calmer, more rational atmosphere our people approved the funds for our 
municipal university denied in May 1952, and approved bonds in double the 
amount which they had rejected in the same May 1952 primary election. 

“We believe the voters of Akron if given the facts upon which to base their 
decision, will likewise reverse their position on low-rental housing. We are 
hopeful that Akron’s voters will be given an opportunity to do just that. 

“The fact is that the interests which so glibly informed our people in 1952 
that there was no need for subsidized housing because private interests could 
and would meet the need, have since produced not a single unit of low-rental 
housing. The present administration of Akron has held many conferences 
with individual builders concerning Akron’s housing problems. Without ex- 
ception the builders have flatly stated they cannot profitably build rental units 
for low-income families. 

“The Government, therefore, is not competing with private enterprise in 
this area of housing. And it is cheaper for the taxpayer, in the long run, 
to subsidize proper housing for low-income families, than to permit them to 
continue living in substandard areas which, while producing little tax revenues 
because of low tax valuation, claim far more than their proportionate share 
of tax funds spent for police, fire, health, and like services. 

“We respectfully urge the committee to recommend the appropriation by 
Congress of sufficient funds for financing the low-rental housing program 
recommended by President Eisenhower.” 


BALTIMORE, MD. 


Submitted by Michael J. Brockmeyer, Executive Secretary, Baltimore Industrial 
Union Council, CIO 


The Baltimore Industrial Union Council, having evaluated the reports of 
the Housing Authority of Baltimore and other pertinent data, feels that private 
and Government sponsored programs, have in the past 3 years shown their 
inadequacy to cope with a problem of increasing demands for new low income 
housing units in a city already overrun with substandard homes. 

We urge action that will take into account the fact that in Baltimore a pro- 
gram is needed that will keep pace with the clearance and rehabilitation of 
slum areas which encompass one-third of our city’s available dwelling units. 

Until adequate steps are taken by Congress to correct or add incentive to 
correct, the conditions described in the attached material, we of Baltimore must 
face the added burden of the cost of unnecessary disease and crime, both 
in the adult and juvenile stages. 


SUMMARY OF “BALTIMORE'S BLIGHTED AREAS: HOUSING CONDITIONS AND FAMILY 
CHARACTERISTICS” 


Close to half (49.8 percent) of the 91,600 dwelling units in the blighted areas of 
Baltimore city were substandard, as of July 1949, according to a recently pub- 
lished Housing Authority study entitled “Baltimore’s Blighted Areas: Housing 
Conditions and Family Characteristics, 1949.” The report is based on a sample 
survey conducted by the United States Bureau of the Census in the summer and 
fall of 1949 under contract with the HABC. The survey was made of dwelling 
units in the 56 census tracts designated as blighted by the city planning com- 
mission, excluding dwelling units in public-housing projects, and special dwell- 
ing places, such as institutions, convents, dormitories, and the like. 

A standard dwelling unit, as defined in this survey, is a dwelling unit which 
is not dilapidated, has an installed bathtub or shower and a flush toilet inside 
the structure, for the exclusive use of the occupants, and hot and cold running 
water inside the structure. All other dwelling units are defined as substandard. 


a ttt eT te 


nro ae 


a AE Ne 


aN RSD 


ms A Ri Eg aan ane 








now too 
) money 


rejected 
inicipal 


d judg- 
For at 
ducted 
for our 
ble the 


e their 
Ve are 


n 1952 
} could 
‘rental 
rences 
ut ex- 
| units 


ise in 
z run, 
em to 
enues 
share 


m by 
gram 


trial 


s of 
ivate 
their 
"ome 


pro- 
n of 
nits. 
e to 
nust 
0th 





505 





HOUSING ACT OF 1954 


Approximately 303,000 persons, consisting of 80,000 families of 2 persons or 
more and 27,000 individuals, occupied about 88,000 dwelling units in the survey 
area in 1949. Nonwhite persons composed 51 percent of the population living in 
the blighted areas. Slightly more than half the families living in the area were 
white, while nonwhite individuals numbered about 15,000 and white individuals 
12,000. About one-third of the families owned their own homes, while two-thirds 
rented. Almost 23,000 or 56 percent of the white families lived in tenant-occupied 
units, whereas more than 30,000 or 78 percent of the 39,000 nonwhite families 
were tenants. 


Housing conditions 

About 38.4 percent of all units occupied by white persons were substandard 
compared to 62.2 percent of all non-white-occupied units. A breakdown of the 
43,550 occupied dwelling units in the survey area rated as substandard reveals 
(1) that 18,180 or 41.7 percent were occupied by whites and 25,370 or 58.3 percent 
by nonwhites and (2) that owner-occupied units constituted 17.6 percent and 
tenant-occupied 82.4 percent of all substandard dwellings. About 17,900 or 20.3 
percent of all units were dilapidated. Other deficiencies revealed are shown in 
table I on the following page. 

There was a higher proportion of units lacking these facilities among tenant- 
occupied than among owner-occupied units and among those occupied by Negro 
than among those occupied by white families. 


TABLE I.—Number and percent of occupied dwelling units lacking specified basic 
facilities: Blighted areas, Baltimore, Md., July 1949 








Facility Number Percent 
I oa a eine med annbbnentienieenaennintneennGunewens 88, 170 100.0 
I el iain 25, 834 29.3 
EE DE deiatidctinnainn nidéiebas a sapinidipiswetibaruetinwes 24, 070 27.3 
III inci oniats thtthnhdennxeeeiiendsatnmmdieamstibbatiennuniacian oa 28, 743 32.6 
ep Se NINN... Xoo s 5 Matha uch ccnetciittnhadts cosiemnlicdabuieweuenen 39, 412 44.7 
No installed private stove or range for cooking. a 3, 791 4.3 
I cerrncnisiaceieenchieeniatadaetvepneelamabacieeicipeatiseeenadastitiblueanieianintil 2, 557 2.9 
iin scutinvettncscndcstantuvcaminotsucvtenesbonsiedtieentbuenion 1,411 1.6 





Family data 

About 37 percent of all families were veterans’ families. About 11,700 or 
almost 15 percent of all families were doubled up. Eight percent of total families 
were overcrowded, according to the concept that an average of more than 1.5 
persons per room denotes overcrowding. If 1.01 or more persons per room is 
used as the index of crowding then the percentage of families deemed over- 
crowded would be 22.5 percent. 


Rents 

The median contract rent for all tenant-occupied units was $31.80, an increase 
of 67 percent over the corresponding figure of $19.05 in 1940. The median con- 
tract rent for white-occupied and Negro-occupied units was $36.41 and $29.89, re- 
spectively. However, this racial disparity in rents disappeared when gross rents 
or contract rents plus utilities were compared. For both groups the median gross 
rent was about $38.50. The median contract and gross rent figures for standard 
housing ware $39.26 and $45.00, respectively; the comparable figures for sub- 
standard housing were considerably lower, $26.39 and $33.90. 


Incomes 

The median income for all families in the survey area was $2,696; for white 
families alone, it was $3,057; and for nonwhites, $2,445. Significant differences 
in family income were also obtained in breakdowns by tenure and quality of 
housing. The median income for families living in owner-occupied units was 
$3,156, almost $600, or 23.3 percent, above the corresponding figure of $2,559 
for families in rented units. The median family income for residents of standard 
housing was $3,108, 29.3 percent above the $2,403 median income of occupants of 
substandard housing. 

The median rent-income ratio for all principal tenant families surveyed was 
17.8 percent. This ratio varied from 36.5 percent for families with incomes 
below $1,000 to 9.8 percent for those in the $5,000 and over class. Families in 
the $1,500-$1,999 group paid about 25 percent of their incomes for rent and 
utilities. 
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Financial characteristics of owner-occupied homes 


About 27,000 or 30.7 percent of the 88,000 occupied units in the survey area 
were owner-occupied. Of 20,000 owner-occupied single-family homes, about two- 
thirds were found to be owned by whites and one-third by nonwhites. About 
56 percent of the units reported no mortgage, 42 percent a first mortgage, and 
2 percent a first and second mortgage. About 65 percent of white-occupied 
homes had no mortgage compared to 38 percent of nonwhite homes. The median 
market value of 8,200 single-family homes was $4,287, and the median outstand- 
ing mortgage indebtedness $1,826. (The median value was $4,772 for homes 
classified as standard and $2,926 for those that were substandard.) The median 
ratio of total indebtedness to value was about 46 percent. 

The median monthly home expenditure for owner-occupied single-family 
homes was $34; for homes of white owner-occupants, this figure was $29.34 com- 
pared to $50 for nonwhites. 

In addition to summarizing and interpreting the above and other data, the 
report attempts to evaluate changes that have occurred in housing conditions 
in the central city area since 1940, discusses population trends, and compares 
the characteristics of families and individuals. A description of the survey 
procedure is given, and an appendix of 63 tables is included. 


ANALYSIS OF RESIDENTIAL BUILDING TRENDS IN BALTIMORE IN 1953 


Dwelling units authorized in Baltimore City and County in 1953 totaled 11,716, 
a moderate rise over the 1952 total of 10,167, but well below the 1950 peak of 
14,662. Baltimore County alone, however, reached a new high of 7,010 dwelling 
units, an increase over the 1952 total of 6,250, and slightly above thet 1950 figure 
of 6,891. The chart below shows the annual home-building total for Baltimore 
city and Baltimore County for the last 4 years. 


CHART 
NEW DWELLING UNITS AUTHORIZED, BALTIMORE CITY AND COUNTY 
1950 = 1953 


- Baltimore County 


Py Baltimore City 





New homes started in Baltimore City had dropped sharply from the 1950 
figure of 7,771 to 5,863 in 1951 and again to 3,917 in 1952. The 1953 total of 
4,706 represents an increase, but one due almost entirely to the start of con- 
struction on the 816 dwelling unit low-rent public-housing project, Lafayette 
Courts. The private-housing total of 3,890 was slightly above the correspond- 
ing 1952 figure of 3,625 but well below the 1951 figure of 5,226 new private 
dwellings, and equal to only half the 1950 total of 7,771. 

Very little apartment building has taken place in the Baltimore City-County 
area since the cessation of the FHA 608 program with its liberalized financing 
privileges in 1950 and 1951. In Baltimore City, the percentage of dwelling units 
authorized in structures containing more than 2 units has declined steadily 
from 1950 to 1952. In 1950 it was 27 percent, dropping to 12 percent in 1951 
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and to 8 percent in 1952, but rising to 21 percent in 1953. However, the bulk of 
the new multifamily rental units built in Baltimore in these 3 years came about 
through 3 low-rent public-housing developments—Cherry Hill extension, 637 
units, permit issued in 1951; Claremont, 292 units, permit issued in 1952; and 
Lafayette Courts, 816 units, permit issued in 1953. Subtraction of these public- 
housing projects from apartment dwellings authorized provides the following 
figures on number of new private apartment units built in Baltimore City since 
1949 : 1950, 2,079 ; 1951, 90; 1952, 0; 1953, 161. 

If the extent of apartment building in Baltimore City since 1950 has been 
negligible, the amount of apartment construction in Baltimore County has been 
practically nonexistent. In 1950, 532 units, or 8 percent of the county's total, 
were in the multifamily rental category. Since that time the pittance of apart- 
ment units authorized has remained almost identical—16 units in 1951 and 1952 
and 14 units in 1953—all less than 1 percent of total new homes started in those 
years. 

These data—and the small number of two-family units built for rental pur- 
poses—point up the alarming lack of new rental housing in the Baltimore area. 
Conversions have thus become the main source of additions to Baltimore's rental 
supply. While high turnover has been experienced in many private 608 rental 
projects, the lack of any substantial volume of new private rental construction 
and the continuing shift of formerly rented units to owner-occupancy may lead 
to a serious imbalance in Baltimore’s housing market. These circumstances 
point up the importance to the city’s low-income families of the public-housing 
additions to the rental-housing supply. 


BUFFALO, N. Y. 
Submitted by James Miller, President, Greater Buffalo Industrial Union Council 


The metropolitan district of Buffalo, including Erie and Niagara Counties, 
has a total population of 1,089,230 (1950 census), an increase of 13.6 percent 
over the 1940 census. This district ranks 14th in the Nation in size, with 53.3 
percent of the population, or some 580,000 persons, residing in the city of Buffalo 
proper. 

This tremendous increase in population is principally the outgrowth of the 
Second World War, when thousands upon thousands of workers and their 
families were attracted to this area to engage in warwork in the newly developed 
aircraft, steel, and other related industries. A great majority of these families 
remained here in this area and are still with us as shown in the census trend 
since 1940. 

It is reliably reported in the annual report of the Buffalo Municipal Housing 
Authority of July 1, 1952, to June 30, 1953, that an estimated 1,300 new house- 
holds have been added to the city of Buffalo with some 5,600 in the metropolitan 
district, this increase since the 1950 census or a period of less than 3 years; 
1953 being a record employment year, we may assume that even the above figures 
have increased since then. 


OVER 60,000 UNFIT DWELLING UNITS 


There are about 170,000 families living in the city of Buffalo and some 336,000 
families in the balance of the metropolitan district. Out of these about 20,336 
in the city and 40,774 families in the metropolitan district are living in homes 
that are unfit for use, dilapidated, or lack private bath and running water. These 
families if they wanted to move would find it extremely difficult to do so because 
there are few suitable dwellings that are vacant for use and are available for 
rent or sale (estimated at least less than 1 percent of the total supply). 


HIGHER NOT LOWER COST HOMES BEING BUILT 


New homes that are being built in the area may be purchased from $9,500 and 
upward at a cost of some $96 per month, which includes utilities for the $9,500 
home. The Buffalo Evening News, in its March 8 edition, reports that many of 
the builders in this area report that they are starting to build higher priced 
larger homes instead of the smaller units. It also reported that one builder who 
built homes in the $12,300 class is now going in for more homes in the $14,900 
category, and that another is moving from the $15,000 to the $25,000 class. 
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These prices are prohibitive to the average low-income worker; therefore they 
are denied the opportunity to get out of the rat-infested slums they now inhabit. 

Although home construction in our community nearly meets the demand of 
those able to meet the price, it certainly does not come anywhere near nor pro- 
vide for an adequate supply of vacancies or the elimination of substandard 
dwellings to meet the need of the low-income families. Very few if any new 
homes or apartments in the Buffalo area have been built for rental purposes 
over the years. 


NO HOMES FOR COUPLES WITH CHILDREN 


Buffalo, like many other communities in this country, is not the place for a 
man and wife with a family to find accommodation. Our CIO council community 
services committee and stewards get complaints day after day of families being 
turned away from renting a home because of the fact that they have children 
or because of the high cost of rental. In fact, so few homes are available for 
rent that some are now advertising the rental of trailers. 

Our community is, and has sadly been, in need for an extended housing pro- 
gram over the years, for in decent and adequate homes goes the needed health 
and sanitary requirements necessary to the health of our community and Nation. 
Our city and its surrounding communities are the losers in this lack of good, 
adequate, and low-cost housing, for the total loss to the taxpayers brought about 
by the present situation cannot be ignored or neglected any further. Too many 
times we hear of the loss of life in our community through fire, disease, sickness, 
and the other miseries that go with this ever-growing problem. Too many times 
we learn of the ever-increasing delinquency of our children in these slum-ridden 
areas. 

We are forwarding to you that you may enter into evidence copies of two com- 
munity reports recently made available by their respective agencies: (1) A Story 
of Buffalo’s Housing by the Buffalo Municipal Housing Authority whose five 
members are appointed by the mayor of the city of Buffalo; and (2) Tract Facts 
compiled by the Council of Social Agencies of Buffalo and Erie County which 
contains much important data pertaining to the question of poor housing and its 
effects upon this community. 

The Greater Buffalo Industrial Union Council, central body of CIO unions in 
the Greater Buffalo area in behalf of its members and families who are among 
those most affected by this growing and vexing problem hereby petition your 
honorable body to report out a suitable bill that will be designed to (1) get rid 
of the slums in our community; and (2) provide adequate and decent housing 
for those of middle and low incomes at costs that they are able to afford. 


[Editorial from Buffalo Evening News, April 29, 1949] 
Bap Hovustine: A Loca Case STUDY 


The Negro Community in 1948—A Story of Bad Housing. This is the blunt— 
but all too appropriate—title of the annual report of the Buffalo Urban League, 
as presented the other day to the 22d yearly meeting of this community 
chest agency for the welfare of Buffalo’s Negro people. Prepared by the league’s 
veteran executive secretary, William L. Evans, the report is moderate in tone 
and restrained in its conclusions. But the facts it recites are a shock to civic 
complacency. 

Most of Buffalo's Negro people, the report notes, live in the fourth, fifth, and 
eighth wards. This area has the densest population in the city, and its houses are 
among the oldest—69 percent of them built before 1899. In 1940 it contained a 
Negro population of 15,526, constituting about one-fourth of the total population 
of the three wards. Since then, an estimated 8,000 Negro newcomers have moved 
into the area, yet there has been “no recognizable increase in housing accommoda- 
tions.” Private industry, Mr. Evans reports, has “not built a single unit of new 
housing in more than 22 years.” 

To date, the report asserts, every effort for better housing has been blocked by 
various “social, economic, and political pressures.” But, it adds, “we believe 
there is a better chance for better housing in 1949 than at any time in the last 
decade.” 
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Why is housing thus singled out as the key problem of Buffalo’s Negro com- 
munity? Because, at this report argues, “a definite correlation between poor 
housing, morality, delinquency, and crime is evident, indicating an acute problem 
of social maladjustment.” 

All these problems, it contends, are “severely complicated by overcrowding.” 
Migration into the area is continuing ; whole families are forced to live in a single 
room ; evictions are increasing ; competition for shelter of any kind is a “‘continu- 
ing problem resulting in high rents, high real-estate prices, more and more 
roomers, less and less protection for women and girls, more children on the 
streets, more lounging in taverns and on sidewalks.” 

Mr. Evans’ report, in short, amounts to an eye-opening case study of a slum 
condition that is growing daily worse. The area covered contains something 
like 5 percent of the city’s population—but has 41.2 percent of the homicides, 
51 percent of the felonious assault arrests, 14.7 percent of all children handled 
by the children’s court and 41.8 percent of all paternity cases. It also has 
“notably inadequate” police protection and 57 “saloons,” which “continue to 
increase despite the protests of people who live in the area.” 

The urban league makes very clear that it does not consider the situation in 
any sense a racial problem. The area covered, it notes, has always been one of 
transition—the part of the city where neweomers of every nationality and 
racial group have found their first homes, their first jobs and acquired their 
first social experiences in a strange, new environment. Each group in turn has 
“moved out into new and better communities,” while other newcomers have taken 
its place. 

“All of these groups, during their process of orientation, have experienced 
the same unvarying social disorders, the report continues, but the orientation 
of the Negro people, the “last in this unbroken series,’ has been somewhat more 
difficult because of race and color, “Currently, they are subject to the impact of 
every known antisocial factor that characterizes a slum area.” 

In this sharply etched but realistic picture of Buffalo's “Urban League area,” 
we have a story that could be repeated in practically any metropolitan com- 
munity. Every city has its area of transition—its area where slums, crime, 
delinquency, domestic strife, unemployment and disease all interact in a vicious 
circle. At the core of this situation is the problem of bad housing. Nowhere 
else is the need so great for an all-out program of urban redevelopment. 

The Federal housing bill that recently passed the Senate and now seems as- 
sured of favorable action in the House aims at helping cities correct just such 
shameful conditions. Buffalo had better lose no time equipping itself to take 
advantage of this program; the clearing of our slums is too urgent to risk 
missing the boat for want of local initiative. 
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The facts and conditions set forth herein are generally applicable as of today, 
March 1954, with the possible exception that deterioration has become even 
worse.—James Miller, Buffalo, N. Y., Industrial Union Council. 
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The community 


The people of our community live, work, and recreate, in an area of transition. 
It is here that they find their first homes, their first jobs, and acquire their first 
social experiences in a new and strange environment. Practically every nation- 
ality and racial group in our population preceded them in orderly succession, 
from 1860 to 1949, and then moved out into new and better communities. New- 
comers took their places. The cause for migration has substantially been the 
same for all, varying only in special emphasis. The Negro people are the last 
in this unbroken series. 


Their orientation 


All of these groups, during their process of orientation, in their turn, have 
exhibited the same unvarying social disorders. But, the orientation of the Negro 
group, in some respects, is more difficult than most of the others—because of race 
and color. Currently, they are subject to the impact of every known antisocial 
factor that characterizes a slum area. Through no fault of their own, they are 
forced to live on dirty streets—in dilapidated houses. Their delinquency rates, 


LS Ue 


j= Src 

















mot 


ss mw DW 


— 


oday, 
even 


we & \]S @ 





drew 


HOUSING ACT OF 1954 511 


their mortality and morbidity, are disproportionate. The multiplicity of saloons 
and commercialized recreation )iangouts, is regarded as a highly unfavorable 
factor in their orientation. 

Their employment is marginal, preventing a necessary sense of security. Their 
skills are frequently discounted, and not always recognized, or accepted. Inte- 
gration into the local working force is still incomplete and spotty. When un- 
employment comes, they are its first victims. 


The houses they live in 

The greatest number of Negro people in Buffalo live principally in the fourth, 
fifth and eighth wards. The 1940 census recorded 15,526 of the 65,527 people in 
these three wards. 

This area has a population density of 70, the greatest in the city. The city 
average is 30. 

The houses are among the oldest in the city—69 percent of which were built 
before 1899, and 31 percent of which were listed for major repairs in 1944. 

In these old frame houses, health and safety standards, are at a minimum. 
Most of them are uneconomical for extensive repairs. 

It is estimated that 8,000 newcomers since 1940, have moved into the area 
on top of the 15,526 already there, giving an estimated total of 23,526, with no 
recognizable increase in housing accommodations. 

Private industry has not built a single unit of new housing in more than 22 
years. 

From 1930 to 1948, the area has had only 1 public housing development of 473 
units and 2 conversions of 115 units, which represents replacement rather than 
increase. 

The problem of housing these people, is one of the most acute social problems 
faced by the city. It is estimated that 10,000 new housing units are needed for 
the city. BMHA reports 6,200 on its waiting list. Probably one-third are 
Negroes. 

How they live 

A well established policy of containment, supported by social, economic and 
political pressures, to date, has blocked every effort for better housing. 

Eyuality in all housing, like employment and education, must eventually be 
guaranteed. 

Most of the people living in the Negro community, from any point of view, are 
decent and respectable citizens. However, the difficulties under which they live 
become apparent, when the following facts are taken into consideration : 

According to a recent survey, tracts 14 and 15 (where most Negroes live) 
had the highest juvenile delinquency rate in the city, in 1944. 

in 1948, of the 17 homicides for which arrests were made, 7 were committed in 
this area—one by a boy 17 years old. 

Of 210 arrests for felonious assault, 107 were committed in this area. 

Of the 107, 60 were cuttings and stabbings, only 30 of which reached the office 
of the district attorney. Of the 30, 21 were sentenced, and 9 “no billed.” 

Of 732 children brought into children’s court in 1948, 104 were from this 
area. Of 638 boys, 85, ranging from 9 to 16 years, committed their offenses here. 

Of 289 paternity cases before this court, 100 came from this overcrowded and 
poorly housed section of our city. 

Police protection and supervision is notably inadequate. 


The analysis 

The Negro population is estimated at 30,000 or 5 percent of the estimated popu- 
lation for the city. On that basis, the percentage rate of both juvenile and adult 
delinquency, in the Negro community, is far out of proportion to their numerical 
ratio to the total population. It has 41.2 percent of the homicides, 51 percent 
of the felonious assaults arrests, 14.7 percent of all children handled by the 
Children’s Gourt, and 41.8 of all paternity cases. 

A definite correlation between poor housing, morality, delinquency and crime 
is evident, indicating an acute problem of social maladjustment. 

Privacy, health standards, and morality problems, are severely complicated 
by overcrowding. Migration from southern industrial and rural States is con- 
tinuing, and must be dealt with as part of the whole problem. 

Whole families are forced to live in a single room, because no other shelter 
is available. 

Evictions are increasing. 
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Competition for shelter of any kind, is a continuing problem resulting in high 
rents, high real-estate prices, more and more roomers, less and less protection 
for women and girls, more children on the streets, more lounging in taverns, and 
on sidewalks. There simply is not room inside the houses where these people 
live. 

Every effort to improve the housing of people of this area, up to now, has met 
with well-organized opposition from majority groups, who seek to prevent the 
expansion of the Negro community. But the Negro community is expanding, 
and will continue to do so by the sheer force of numbers. In other cities, such 
opposition has been temporary, futile, and disastrous. 

Organized protests against any site for housing Negro people, today holds the 
greatest possibility for racial conflict and disorder. For that reason, the Urban 
League is opposed to racially designated public housing. Progress in 1949 is 
not clearly indicated, but the Urban League’s position is supported by the New 
York State housing law. 

Failure to acquire sites either in, or outside the established Negro area, and 
the prohibitive land costs for redevelopment, will further delay any satisfactory 
solution. 

There are 57 saloons in, and contiguous to, the area of Negro occupancy. 
They continue to increase despite the protests of people who live in the area. 


Property owners, who give consent, often reside in the more favorable residential 
sections. 


The Urban League credo 


We, of the Urban League, believe that: 

Equality in all things essential to good citizenship, health, welfare and particu- 
larly housing, must be extended to all alike. 

Equality of opportunity in housing, employment and education, now safe- 
guarded by law, must have universal and unrestricted application for the ultimate 
welfare of the whole community. 

The practice of democratic ideals must be further implemented by the crea- 
tion of a more favorable climate of public opinion, and an educational program 
for basic information and appreciation. 

The problem of the Negro community is the problem of the whole city. 

There is no such thing as isolation of any segment of the population from the 
problems of the minorities, while they struggle for their own salvation. Any 
other view is erroneous, impractical, and unjust. 

Poor housing, abnormal crime and delinquency rates, law enforcement, clean 
streets, sanitation, and all other social disorders, are remediable by the orderly 


processes guaranteed by good government, when activated by an aroused social 
consciousness. 


Our pledge 


At the end of 22 years of operation in Buffalo, the Urban League believes it 
has made some noteworthy contribution to the problems indicated in the above 
paragraphs. We also believe we have made some substantial contributions even 
to our critical, unsolved problems of housing. Largely, this was been a service 
of fact-finding, interpretation, and has, at least, been helpful in crystallizing the 
issues, and planning a solution. 

We believe there is a better chance for better housing in 1949 than at any time 
in the last decade, and pledge our services in that direction until improvement is 
secured. 

In crime and delinquency, immorality and disorder, we believe the League 
has served constructively by continuously pointing out the unsocial factors 
and handicaps under which the people we serve, live. We will continue to plan 
for the leisure time needs of the young people of our community through our 
group work and character-building activities despite our limitations in facilities 
and personnel. 

Primarily, our services are not correctional, but we pledge ourselves to do 
our best for the proper interpretation and eventual improvement of the social 
disorders, which now characterize the neighborhood, by petitioning those who 
do have responsibility and authority. 

In the field of race relations, there is an everwidening circle of influence, inter- 
est, and operation. The league will continue its contributions by expanding its 
fact-finding and information service. 





high 
ction 
, and 
eople 


} met 
t the 
ding, 
such 


; the 
rban 
‘9 is 
New 


and 
tory 


ncy. 


rea. 
tial 


icu- 


ife- 


HOUSING ACT OF 1954 513 


The demand for factual material, on the problems of the Negro community 
and its people, continually increases—both locally and nationally, notwithstand- 
ing the fact that eight other agencies have entered the field of community re- 
lations where, formerly, the Urban League stood alone. In 1949 the league will 
undertake new projects in research and study in its own specialized field. 

In vocational guidance, workers’ education, employment and placement, we 
believe we have done an exceptional job with limited staff and equipment, and 
pledge ourselves to enter new fields of operation for 1949. 

The Negro worker is in a more favorable position, occupationally than at any 
time in the city’s history. In this, the league has had the greatest share. The 
problem of finding work opportunities for people of training, skill, and special 
aptitudes will remain one of the chief functions cf its industrial relations 
department. 

In both civic and-governmental circles, during 1948, the league has been called 
upon to make contributions to not only the problems of our own community and 
group, but to the general welfare. 

In 1949, the league will continue to serve on important Government, civic, 
and social groups, among which are, the committee ou economy housing: the 
committee against discrimination in employment; New York Cancer Society ; 
the Buffalo Board of Community Relations and the special committee of the 
city council on capital expenditures, plans and priorities. 

We, of the Urban League, believe that understanding and cooperation of all 
people is possible, and can be acquired through education and understanding. 
We believe, too, that there is a growing concern for unmet social problems 
such as we describe in the above paragraphs. Housing is undoubtedly the most 
critical. This gives us hope for an ultimate and satisfactory solution. 

Wiiuiam L. Evans, 
Executive Secretary. 
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CHATTANOOGA, TENN. 


Submitted by Chattanooga Industrial Union Council W. A. Carmichael, President, 
Local 3802, Communications Workers of America—Cl1O 


We call your attention to a “spread” from the Chattanooga Times of March 4, 
1954, describing shocking and dangerous slum conditions in the very heart of 
this city. The paper printed a series of photographs which convey to the reader, 
better than any words the horror and degradation found in these dwellings. 

This one newspaper story and this one incident is merely one out of a long 
series caused by the failure of our city to remedy its substanding housing con- 
ditions. Year after year, we must expose these same conditions until the Con- 
gress acts to provide a sufficient public housing program so that cities like ours 
ean finally begin to reduce the number of substandard dwellings and rehouse 
those now living in these wretched quarters in decent, safe and sanitary housing. 

The Congress should be reminded of the fact that the 1950 census showed 
almost 18,000 substandard units in Chattanooga. Since that time the need for 
new low-rent housing has become even more critical. Around 50 dwelling units 
have been destroyed by fire or torn down for highway improvements, etc. 
Since 1949 our city has been able to obtain funds sufficient to build only 802 
units of low-rent public housing. This project was completed late in 1953 and 
no other projects are now scheduled. The Housing Authority has over 1,000 
applications on file for new low-rent public housing units. 

The Chattanooga Industrial Union Council asks with all the sincerity at its 
command that the Congress take bold and courageous action to remedy the 
tragedy and disgrace which continuation of slum housing conditions bring upon 
otherwise fine cities such as ours. 


[From Chattanooga Times, Chattanooga, Tenn., March 4, 1954] 
Dovetas StuMs Hetp Worst; 116 Area Units ConpDEMNED 
By Springer Gibson 


An estimated 116 dwelling units in a 4-block area almost within a stone’s 
throw of the city hall have been condemned, Assistant Building Inspector 
Marvin Smith told the better housing commission yesterday. 

Eleven members of the commission made a personal inspection yesterday of 
920 Douglas Street, where all 42 units of an apartment building have been 
condemned. 

Members of the commission expresed shock, pain, and dismay at the conditions 
found. 

They saw where as many as 8 families had been using one toilet, which was 
not working properly. They found unsound floors. They found units where the 
occupants said the water pours in when it rains. 


BAIN LEFT RING 


One tenant pointed to a ring 4 inches high on a cabinet and declared that the 
water reached that point during the last heavy rain. 

There were no bathtubs. 

Tenants reported paying rents of $4.75 to $5 per week. 

“This particular property has been brought to the attention of the better- 
housing commission and the city inspection department on several occasions,” 
Chairman James R. Chamberlain of the housing commission said. 

“There have been so many complaints from both the health and fire hazard 
standpoints that each member of the housing commission wanted to make a per- 
sonal inspection so that he could have firsthand knowledge of the situation. 

“The conditions found there were bad. The owner will be notified immediately 
that each unit must be brought up to minimum standards. The plumbing was 
in bad condition. Two families and in some cases three families are using one 
toilet. Some floors are dangerous, 


COVERING ARFA 


“Our inspectors are going through the entire area, and we ask all owners to 
cooperate in bringing the dwelling units up to at least minimum standards so that 
this section within walking distance of downtown Chattanooga may be re- 
vitalized.” 
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Nearby at 519 rear Evst Ninth Street, housing commission members and in- 
spectors investigated a shack with many holes in the roof and in the side walls. 

Inside an old man sat holding his hands over an open fire in the middle of the 
room. There was a torn and filthy mattress on a broken-down bed. There were 
no sanitary facilities or water available. 

“I can honestly say that I have seen no worse conditions anywhere than these,” 
said Frank Kollmansperger, vice chairman of the housing commission, after in- 
specting the units at 920 Douglas Street. “This kind of thing is an absolute 
disgrace to Chattanooga. 

“Look at that dirty water. Look at that toilet. How can we permit these 
conditions?” 

Coming away from the shack at 519 rear East Ninth Street, Assistant Fire 
Marshal Tom Underwood observed: “I have had to inspect a lot of places in my 
time as a part of my job. I can truthfully say that this shack is the worst one 
I have ever seen.” 

TEAM COMBED AREA 


Smith reported that the inspection team composed of Clyde Lewis from the 
health department, Assistant Fire Marshals Tom Underwood and James Sulli- 
van and himself covered the area from King Street to Peeples Street between 
9th and 10th Streets. That is a distance of 4 blocks. 

“There were 40 buildings condemned,” Smith said. “One has 42 units. Five 
had 4 units each. Twenty of the buildings, I believe it is, have 2 units each, 
That would make a total of 116 units in the 4-block area that have been con- 
demned.” 

The inspection was the start toward covering an area bounded on the north 
by McCallie Avenue, on the east by the railroad tracks east of Central Avenue, 
on the south by the railroad tracks of 11th Street, and on the west by Georgia 
Avenue. 

The housing commission instructed Smith to turn over to the city attorney 
for legal action the information on any of 14 dwelling units on 46th Street and 
Hooker Road which remain unimproved after 10 days from the day notices of 
condemnation were sent out last week. 

Selmon T. Franklin, Ray Smith, and Kollmansperger all expressed the opinion 
that no unnecessary delays should be permitted in taking action on those units. 

The inspection team ordered 9 of the units demolished and 4 repaired. It left 
to the decision of the owner whether to repair or demolish another. 


HAVE 10 DAYS 


The notices were sent in the middle of last week, and owners have 10 days from 
receipt of the notice in which to start repairs or demolition action, Smith stated. 

Making a report on the activities of the housing commission since it started 
work last June, Smith stated that 374 units have been condemned, 21 have been 
demolished on orders of the housing commission, and “at least 10” in addition 
have been demolished voluntarily by the owners. 

Reporting on other actions in the last 2 weeks, Smith said that property at 
904 East Fourth Street, 951, 955, and 957 rear East Fourth and 510 Holly Street 
will be repaired. He said that the building at 806 South Holly Street will be 
demolished and that those at 1704 Kirby Avenue and 1509 Vance Avenue have 
been condemned. 

Demolition action has been started on buildings to the rear of 707 Cypress 
Street. 

Smith said that Clarence King took out a building permit for repairs at 1030 
East Fourth Street 3 months ago, but that nothing has been done to the property. 

Housing commission members making the inspection on Douglas Street yester- 
day were Chamberlain, Kollmansperger, Franklin, Ray Smith, Mrs. Ruth Faris, 
Mrs. H. P. Dunlap, W. D. Moon, John Crabtree, Sol Klaus, John Cueno, and 
Walter Robinson. 

They were accompanied by Marvin Smith, Quinn, Underwood, and Sullivan. 
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213 FEBRUARY PERMITS FOR BUILDING APPROVED 


There were 213 building permits issued in February carrying a value of 
$640,821, it was shown in the monthly report by Cecil Souders, chief building 
inspector, released yesterday. 

There were 38 permits for new buildings with a value of $385,440 and 175 per- 
mits for alterations and repairs with a value of $255,381. 

During February 1953, the department issued 195 permits with a value of 
$572,579. 


TH STREET AREA 


BETTER HOUSING COMMISSION INSPECTS CONDEMNED PLACES IN 1 
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Members of the Better Housing Commission inspecting units at 920 Douglas St. are (left to right) W. D. Moon, John Cuneo, John Crab- 
tree, assistant fire marshal James Sullivan, assistant building inspector Marvin Smith (standing at door In rear), Sol Klaus, Mrs. H. 
P. Dunlap, assistant fire marshal Tom Underwood (face hidden by post), Selmon T. Franklin, Mrs. Ruth Faris, fire marshal Mike 
Quinn, Ruy Saith, Chairman James K. Chamberlain, Frank Kolimansperger, Walter Robinson. 
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Amanda Matthews, standing in doorway, tells James Chamberlain, Frank Kollmansperger and Sel- 
mon T. Frankiin how water runs into her unit. 
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Selmon Franklin and marshal Mike Quinn inspect shack at 519 
rear East Ninth St. —Times Staff Photos by George Baker, 
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CHICAGO, ILL. 


Submitted by Theodore Robinson, Member of Board of Directors of Citizens’ 
Committee to Fight Slums and Housing, Chairman, Chicago Industrial Union 
Council 


Chicago’s terrific slum problem has received unprecedented publicity during 
the past year and a half. Yet, the still larger problem of the overall housing 
needs of Chicago have received comparatively little attention. The dimensions 
of the actual need for new housing of all types are so great as to constitute a 
problem which by itself could well engage the attention of even so august a body 
as the United States Congress. 

The Chicago Industrial Union Council, after close study over a period of years 
and after -onsuitation with every agency or individual in our city who has some 
expert knowledge of the housing requirements of this community, believes that 
we need at least 200,000 units of new housing at once. 

There are at least 50,000 families now needing and eligible for low-rent public 
housing units. 

In addition, there are probably 50,000 families in Chicago, living doubled up 
and wanting separate quarters. 

Chicago has a larger percentage of renters in its population than most big 
American cities. In spite of this, construction for rental is dropping rapidly 
year after year. The biggest lack and the largest headache in the Chicago 
picture is the great unfilled need of the great bulk of th middle-income section of 
the population. By middle income we mean the family whose breadwinner 
makes roughly $70 a week. This is the typical wage of the great mass of factory 
workers. We need at least 150,000 units to fill the pent-up demands of this great 
body of our population. 

The median sales price per unit of new housing in Chicago in 1953 is estimated 
at $16,760. 

Less than 2 percent of new housing units sold for prices ranging between $8,000 
and $8,999. 

Under 10 percent of all housing built in Chicago in 1953 sold at prices below 
$11,999. 

Three out of four units of new housing built in the Chicago area in the past few 
years were erected outside the city limits, thereby forcing the people to travel 
considerable distances to their places of work and at a cost which becomes a 
serious item in the family budget. 

Median downpayments on new housing built in the city were from 20 to 30 
percent of sales cost. 

The above figures on new housing prices indicate that few, indeed, of the 
houses now being constructed by private industry can be bought by the average 
industrial worker and even fewer by the worker in the service trades whose 
wages tend to be even a bit lower than those who work in factories. 

Of the comparatively few apartments built by private industry for rent in 
Chicago in 1952 and 1953, it is estimated that the median rental is between $123 
and 124a month. Less than 200 units were built in this period renting for under 
$100 a month. No new rental quarters were built in this 2-year period for less 
than $80 a month by private industry. 

It is the observation of those of us who have studied the housing situation in 
Chicago at close range that the most unfortunate individual in this community 
is the man who has 3 or more children and an income of less than $80 a week. 
This person is not eligible for public housing and no private landlord will let 
him near an existing dwelling, unless it be a noxious and miserable slum. 

It should be noted that a public body, the Chicago Dwelling Association, built 
one rental project with considerable indirect public aid. Despite that fact, the 
rentals charged range from $91 to $118 per month. 


SLUM HOUSING 


We present for the Committee’s consideration in studying the slum housing 
situation in Chicago two printed volumes. The first one is entitled “The Road 
Back” which is a reprint of articles and photographs of the most recent housing 
expose by the Chicago Daily News. 

A team of 8 reporters and 8 photographers worked for several months to get 
the facts which are included in this dramatic but certainly not exaggerated series 
of articles. The Metropolitan Housing and Planning Association of Chicago 
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which is responsible for reprinting the Daily News series is a responsible, middle- 
of-the-road civic body, whose membership includes some of the best citizens in 
the city and whose record of careful and unsensational study of the housing prob- 
lem in Chicago goes back at least a full decade. 

The second volume we offer for your consideration is entitled “The Housing 
Action Report of 1954.” This report is addressed to Mayor Martin H. Kennelly 
and is prepared by the Citizens’ Committee To Fight Slums, another cross-section 
committee including many of the most respected and outstanding individuals in 
the city. 

The Chicago housing action report was issued after the report of President 
Eisenhower's Advisory Committee on Housing brought out its report. The Chi- 
cago group agree that if the essential recommendations of the President’s Advis- 
ory Committee would be actually written into law the possible impact of such 
legislation would be of the very greatest advantage in attempting to solve the 
terrific housing problems confronting a city like Chicago. 

In conclusion on behalf of the Chicago Industrial Union Council let me set 
forth the horrid but irrefutable statistics on substandard dwelling units in 
Chicago: 

There are about 757,000 tenant-occupied units in the city. 

There are a total of 240,000 substandard dwelling units in the city ; 214,000 are 
tenant occupied and 25,000 owner occupied. 

Therefore, about one-third of the rental units in the city are substandard. 

In 1953, the Chicago Housing Authority completed 930 units of public housing. 
In addition, 1,243 units of new public housing have been authorized and work is 
about to begin. 

The Chicago Housing Authority estimates that about 17,000 families live in 
areas already authorized for demolition. Half of these families are probably 
eligible for public housing, the other half would have to hunt for some alternative 
shelter. If no public housing is available for the over 8,000 families who.cannot 
afford private housing, what is to become of this army of human beings? 

The Chicago Housing Authority has been receiving about 1,000 applications per 
month since 1949 for low-rent public housing units. The authority estimates that 
at least 50,000 Chicago families qualify for public housing under present income 
limitations. 


CINCINNATI, OHIO 


Submitted by Steve Chevalier, executive secretary, the Greater Cincinnati 
Industrial Union Council, CIO 


The Greater Cincinnati Industrial Union Council CIO comprised of 35,000 
members wishes to be recorded in positive condemnation of the deplorable slum 
conditions prevalent in Cincinnati. There is no comment that we might make 
which would adequately describe the deplorable conditions existing in the 
blighted areas of this city. 

We strongly recommend and urgently appeal to the Federal Government not 
only to take the necessary and immediate action to obliterate the slum areas 
and replace same with low-cost housing; but to also recognize the: great and 
crying need for decent housing for middle-income people. 


STATISTICAL SUMMARY 


1. There are 50,000 dwelling units in Cincinnati which are substandard. 
Approximately 20,000 of these are completely beyond all rehabilitation. 

2. Demolitions of dwelling units, for all causes, average about 1,000 units 
per year in Cincinnati. No new low-rent public-housing units have been com- 
pleted in Cincinnati since 1941, 

3. At the present there are 3,700 approved applications on file. These are 
families whose current occupancy is secure. There are 3,000 more applications 
on file by families who face displacement in the very near future. There are 
20,000 badily deteriorated dwelling units in the city—about 25 percent of the 
occupants are eligible for public housing. It will be most difficult to rehouse 
these extremeky low-income families in private-enterprise housing. ./This would 
indicate a maximum need of 5,000 more public-housing units in Cincinnati. How- 
ever, counting on a substantial turnover, we could cut this to 3,000. 
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4. Workers who are transferred to Cincinnati from the East complain that 
when they sold their homes in the East, they had to pay $2,000 to $3,000 more in 
Cincinnati for the equivalent amount of housing. Most of the housing built 
in Cincinnati is single-family units (85 percent of total) selling for an average 
of $12,500. 
Public works 

The Millcreek Expressway will displace 4,000 families during the next féw 
years. Almost all of these families are in the lowest income group who will 
need public housing. 

5. There are now 12,448 Cincinnati families so overcrowded that there is more 
than 1 person to a room. All indications point to the situation getting worse. 

We quote a brief newspaper article from the March 4, 1954, edition of the 
Cincinnati Post: 














“Housine Neeps Put at $10 MILLION 





“It would cost $1 million a year for 10 years to bring Cincinnati’s housing 
up to the proper standard, Charles H. Stamm, urban redevelopment director, 
told council’s special housing committee late Thursday. 

“The committee met in special session to draw up a policy to coordinate housing 
in the city. After this statement of policy has been completed it will be sub- 
mitted to various groups for suggestions. The revised policy then would be 
recommended to council to adoption. 

“Ramsey Findlater, metropolitan housing director, said: 

“*We don’t need any more surveys. We know what our needs are. What we 
need now is a policy and enforcement of standards.’ 

“Donald Hunter, chief housing inspector, said 31% percent of the housing 
units in Cincinnati are substandard. He suggested a review or ‘overhauling’ of 
the building code, particularly those sections dealing with condemnation and 
overcrowding.” 

The comment by the Cincinnati C1O is that even if this program should be 
realized, less than 80 percent of the new housing built would be for low-income 
rental housing. 














COLUMBUS, OHIO 


Submitted by Harry E. Mayfield, President, Columbus Industrial Union Council 






Essentially there have beeen no changes in the basic statistics on substandard 
housing in Columbus and vicinity over the past 15 to 16 years, since we have 
had our CIO organization in this city. Such changes as have occurred have 
been for the worse. 

We out here in Columbus have so often collected figures and facts on slum 
conditions and the need for housing, all to no avail, that we have come to 
believe that very few Members of Congress are concerned with these statistics. 
Nevertheless, we will try once more. The underlying facts are as follows: 

1. Number of substandard dwelling units in the city 

(1) 1950 census—19,458 units listed as dilapidated or no prviate bath; this is 
18 percent of total. 

(2) This represents an increase of 107.5 percent over the 1940 census. 

(3) By comparing building permits issued in the decade 1940-50, and checking 
census figures, we find over 9,500 illegal conversions; that is, conversions not 
properly listed as such. 

(4) The number of overcrowded units increased 29.5 percent from 1940 to 
1950. 

(5) Thirty-eight percent lack central heating. 

(6) Approximately 40 units in metropolitan Columbus were destroyed by fire 
in the past year. 

(7) Safety director’s activities report 634 condemnation orders in 1953; this 
was the number of dwellings torn down to make way for new highways. 

(8) Construction of new Mohawk School cleared whole block—maybe 60 units. 
Other public construction eliminated about 100 units. 

(9) Proposed new freeway will eliminate about 500 units in 2 slum-study areas. 
Will probably eliminate at least three times as many in other areas. 





























524 HOUSING ACT OF 1954 


2. Number of new public housing units now in operation 
1,352 units—5,492 pecple. 


8. What new housing costs in Columbus 

A report, Housing No. 2, February 1954, by the Columbus Chamber of Com- 
merce, based on Bureau of Labor Statistics, reveals the average value per dwell- 
ing unit to be $10,274 compared to $8,336 for the average of the 107 cities in the 
United States, 100,000 population or over. 


4. What kind of new housing has been built 


(a) Seventy-one percent of new housing in city of Columbus since 1950 are 
single family homes. Only 12 percent are apartment. 

(b) No new rental housing for middle-income families. Our survey indicates 
no rental housing has been built for middle-income families for some years. A 
few “efficiency” units were built to rent for under $75 a month. New rental 
housing for families with children simply unobtainable at prices below $75 a 
month. 

(c) Downtown area had a minus increase in dwelling units since 1950. 

(d) City of Columbus had a 9.4 percent increase since 1950. 

(e) Surrounding Franklin County area had 39.3 percent increase. 

(f) Columbus metropolitan area increase was 15.6 percent. Increase is pri- 
marily single family and in outlying areas. 


Two CASE HISTORIES 


Permit us to illustrate the housing story in Columbus by reciting the following 
two stories which recently came to our attention. 





THE STORY OF JOHN F. D. 


John was a paratrooper during World War II. He wasa part of the Normandy 
invasion. He was one of the fellows who guided the shellfire of the battleship 
Arizona. The range of the guns was 15 miles, so when John reached that 15-mile 
limit he was placed in a replacement pool. He was then transferred to a com- 
munications unit and traveled the rest of the way to Berlin in a halftrack man- 
ning a radio. Just short of Berlin on an icy road Jchn slipped, fell, and was 
knocked unconscious. He was revived by some medical aides, patted on the back 
and told he was “OK.” There is therefore no record of the happening. 

Since being discharged from the Army in 1945 he has gradually become afflicted 
with epilepsy. He has filed a claim with VA, but is having considerable difficulty 
in finding witnesses. 

He has been married 11 years and has 2 children. He believes that his wife is 
again pregnant. He has the opportunity to go into the Ohio State University 
Hospital for treatment under an excellent specialist in epilepsy. 

Is this fellow a bum? Well, here is a bit of his recent work history. He was 
discharged June 3, 1953, after 19 months employment from a local factory, after 
he had an epileptic seizure on the job. During this 19-month period he also went 
to night school, furthering his education and attempting to qualify himself for 
a better job. Since June 1953 he has moved from job to job fibbing a bit on his 
application about his affliction, but each time caught up either by the employer 
investigating the application or by an unfortunate seizure on the job. I think 
the above proves the man to be of excellent character with one “weakness”—he 
fails to tell his prospective employer of his trouble. 

At present he is receiving public assistance. He wants to go to the hospital. 
He is worried about his wife’s condition. He wants to become well. One of his 
chief worries is housing for his family. This housing problem has been with 
John for quite a while now. 

Perhaps John does not wonder, but we wonder if he is really sharing what 
we believe to be his heritage as an American. Is this the best we can do for 
our people—keeping in mind that this fellow has certainly done everything pos- 
sible to help himself. We believe that our country has the wealth and the 
technical ability to solve the housing problem. All we lack is an acknowledg- 
ment of our responsibility and the will to do something about it. This is basi- 
cally a moral question and we stand before the world and what is more important 
before ourselves in our shame, we have failed John and in our own community 
several thousand more just like him. 
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THE STORY OF MRS. K 


The story of the cheerful paralytic Mrs. K who was paralyzed from the waist 
down 10 years ago when a falling tree injured her spine. She has 2 children 
aged 12 (boy) and age 14 (girl). The city nurses visit the home three times a 
week to dress Mrs. K.’s legs (circulation is impeded). The city nurses vie with 
each other for the right to serve this client. She is a wonderfully cheerful 
woman, Cheerful in spite of the fact that she is constantly confined to her bed 
in a dingy second-floor apartment. 

Mr. K’s earnings last year were $3,700, much of which went to provide special 
care for his wife. His earnings were a little too much to qualify him for pub‘ic 
housing and at the same time far too little to pay rent in a decent private dwell- 
ing. Mr. K.’s job is one of those where he is called out at odd hours. If the 
children are not at school they stay with their mother (she must have constant 
eare). He also has friends and neighbors whom he can call upon when necessary. 

Recently while the children were with their mother and dad was working, 
there was a serious gas leakage in their apartment. The fire department was 
called, and prevented a serious tragedy. There was tragedy involved, however ; 
the family’s attention was brought sharply to the fact that there was no way 
for Mrs. K to be gotten out except by carrying her down the steps. This, the 
children cannot do. 

We believe that the vast majority of Americans feel a moral responsibility 
to the Mrs. K’s and the Mr. D’s. The question remaining is, How does Congress 
feel? Can you gentlemen feel right in ignoring these acute housing problems? 

The Columbus, Ohio, Industrial Union Council urges and recommends that the 
Congress authorize and actually provide funds for at least 200,000 units this 
year as a first step toward making it possible for cities like ours to meet its 
responsibilities toward the thousands of families who have dire and urgent hous- 
ing needs. In addition we stress the urgent need for a program that will pro- 
vide adequate homes in attractive and healthful neighborhoods for so-called 
middle-income families—all those with incomes from about $4,000 to $4,500 per 
year to $6,000 per year. There is no housing that such families can now buy or 
rent in communities like ours. 


{From Columbus Citizen, August 29, 1952] 


LANDLORDS BuILpING HuGE BANKROLLS FroM FittHy StumM Hores THEY RENT 


HUMAN MISERY PAYS SOME BIG DIVIDENDS 


(By Harry Franken) 


Human misery pays big dividends to some. 

A look at records of the Columbus Fire Prevention Bureau shows that op- 
erators and landlords of substandard rooming houses are building bankrolis out 
of the filthy holes they rent. 

The brick house at 459 East Livingston Avenue was built to house one good- 
sized family. Some 21 people are crowded in to it room by room. They pay 
a total of $184 a month rent. The house is owned by Charles Wolford, 1220 
Bulen Avenue. 

In 1 back room an 18-month-old scooted across the floor in a walker, making 
a sickening thud with every other step. His left leg was in a cast that covered 
the bottom of his foot and extended up around his waist. 

He fell down a stairway. The residents of the house aren’t sure whether he 
ran to the top of the steps and fell or fell through a rickety banister with several 
supports missing. 

The result of the fall was a broken hip. The baby fell June 23 and broke his 
leg. He was in a traction splint until July 19 and has been wearing a heavy 
plaster cast since then. 

In the same room an 8-month-old baby slept fitfully on a bed by the wall. 
Flies swarmed around the corners of its eyes and mouth and on the nipple of the 
bottle of milk that had dropped from its hands. 

The baby awoke and began to whimper. A 3-year-old girl jumped on the bed 
and bounced on the springs to lull the baby back to sleep. The woman in the 
room explained that four of the children were hers. She was talking care of 
the others for their mothers. 

At 202 South Fifth Street it took Inspectors W. O. Garner, of the fire prevention 
bureau, and Leroy Gill, of the health department, two typewritten pages to list 
the number of violations. 
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The walls of the building bulge out. The roof leaks. An apartment was 
rented in the basement, but was ordered vacated because of the immediate danger 
to life of anyone in it. A notice posted on the entrance declares it unfit for 
human habitation. 

The first, second, and third floors are still occupied. Records show the 18 
persons in the building pay a total of $246 monthly in rent. Families share the 
meager toilet and cooking facilities. Persons in the second floor in front have to 
go downstairs, out of doors, around the house and up a second flight of stairs 
in the rear to reach the toilet. 

Beds are crammed into the third floor. The sloping ceiling is covered with 
plaster board and so low that a man can’t stand upright. The house is owned 
by Ralph Steward, of 725 South Champion Avenue. 

Mortar holding the bricks at 525 East Main Street is so loose that it can be 
scraped out with a finger. The cellar is full of trash of all sorts. Basement 
walls that support the house are crumbling. In one place a section of the wall 
has fallen out and been replaced by a single board. 

Just the 5 downstairs rooms of the house yield $100 a month in rent. An effort 
has been made by the occupants to make the house livable. The walls have 
been painted and the rooms are clean, but that doesn’t hide the sign of crumbling 
and decay. 

“We're going to have to find a new place to go to soon,” says the man of the 
house, who works nights. “We stayed here last winter and nearly froze. Now 
we havea baby and can’t stay another winter.” 

Two old buildings from 2021 to 2033 South Parsons Avenue are used to house 
83 people. They yield $794 in rents. 

One of the buildings, a run down wooden frame, was originally two storerooms. 
Cardboard partitions have been added to make rooms. Most of the electrical 
wiring is defective. In one room a bare light bulb rests against the cardboard. 

Next door is an abandoned roominghouse. Doors are open and windows have 
been broken out. It is evident that the building is not abandoned at night. 

Empty wine bottles are scattered about the floor. Filth attracts swarms of 
flies. In one corner a large part of the floor has been burned away. Firemen 
believe the blaze was caused by vagrants building a fire to warm themselves. 

But for the quick work of the fire department the blaze might have spread, 
making a funeral pyre for the tenants crowded in the frame building a few yards 
away. The rented buildings are owned by Luvall Edwards, 1098 Madison 
Avenue. 

The cases cited are not unusual. Literally hundreds of instances of landlords 
getting rich in slum areas are on record. In some cases the owners of the 
property are making the money and in others the houses are leased and operated 
by someone else. 

A number of flats at Grant Avenue and Naghten Street, were each bringing 
in $15 a month to the owner. The man who leased the building sublet them by 
floors. Those who rented the floors rented the rooms, crowding in as many 
people as they could. 

Between $75 and $100 rent was being paid in each house. None of the persons 
taking money from the property actually lived there. 

The owner of the flats, Robert D. Touvelle, of 2022 Arlington Avenue, agreed 
to have them razed when they were declared unfit for human habitation. 

Carl J. Martin, examiner for the Columbus area rent-control office, says many 
of these cases may well be violations of rent-control regulations. People who 
have been overcharged can bring charges and the landlords must make restitu- 
tion. 

In many cases, though, the rent-control office cannot take action. If a ware- 
house or similar building is divided into rooms and rented as living quarters it 
does not come under rent-control regulations. The landlord can charge as much 
as he can get. 

Families that must live in these rooms pay enough for a decent place to live. 
Children often have to sleep on the floor while as many as seven other members 
of the family sprawl] across a single double bed. 

Young mothers fear continuously that the rats that gnaw through floorboards 
and cupboards may one day attack the baby that lies unprotected in a make- 
shift crib. 

“There are so many of these places,” says Dewey Garner, assistant safety 
director, “that you hardly know where to begin. But one thing, we’re going to 
keep after the problem until it’s solved.” 
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PLASTER CAST covers the leg and circles the waist of this 18-months-old baby that fell down 


stairway in a rooming house at 459 E. Livingston-av. Mother doesn’t know whether baby fell 


from head of steps or through defective railing at left. 
[From Columbus Citizen, November 11, 1953 
Two CHILDREN PeRISH WHEN FirE Guts HOME 
GOODALE STREET HOUSE SWEPT BY FLAMES—FIREMAN BURNED IN VAIN RESCUE TRY 


Two small children—trapped in their tinderlike home in the midst of the 
Goodale slum area—burned to death today while their mother worked and their 
father marched in the Armistice Day parade. 

The badly charred bodies of Michael, 4, and Darrell Grant, 8 months, were 
found lying at opposite sides of their gutted one-room home at 511 West Goodale 
Street. 

A social worker in the area, for which the long-delayed Goodale urban rede- 
velopment plan had been intended, pulled a brother of the dead boys from the 
flames. A survivor described the flames as “springing up everywhere in the 
house” after one of the children set it playing with matches. 

The World War II veteran father of the boys sobbed uncontrollably. He tried 
to comfort his wife as the two pieced together for firemen the story of the tragic 
morning. The father had been summoned from the downtown Armistice Day 
parade. 

Mr. and Mrs. Claude Grant had awakened, with their five sons, to a morning 


just about like any other morning in their lives. 
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BOY, 14, LEFT IN CHARGE 


Grant had donned his khaki Army uniform—now used only for special occa- 
sions—and had left the home, headed for the holiday parade. 

Mrs. Grant, a waitress at Garland’s Cafe, three doors east of her home, left 
for work at 9:10 a. m., leaving her 5 children in the charge of the eldest boy, 
Charles Lee, 14. 

Shortly afterward, Charles left to go to the store, stopping at the cafe to tell 
his mother where he was going. 

Two minutes later, the stricken mother said, Claude, Jr., age 4, rushed into the 
cafe where she was working, and told her the house was burning. 

By the time she arrived, it was a mass of flames. 


DASHES INTO BUILDING 


As the distraught mother stood screaming outside her home in the 2-story, 4- 
family, brick-and-frame building, a man dashed into the midst of the wildly 
burning flames. A fireman said later that the fire “must have burned plenty 
long before they called us. That place was a mess of flames before we even 
got there.” 

The man who dashed into the home was George Young, 39, of 6525 Cleveland 
Avenue, a youth worker at Godman Guild, a short distance from the fire scene. 
Young grabbed one of the children, Bruce Delano Grant, 3, and hurried him 
from the home. 


FIREMEN FIND BODIES 


Firemen were called at 10: 16 and had retrieved the two small bodies from the 
home shortly afterwards. One body was found at the rear of the apartment 
and the other near the front door. 

A second stand-by alarm was sent at 10:19, but the firemen called were not 
used. Equipment at the fire included three pump trucks, two hook-and-ladder 
trucks, a fire squad, inhalator and two chiefs. ‘The fire was out by 11 a. m. 

Fireman Henry Krebs, 27, of 1055 Thomas Avenue, was badly burned about 
the legs and face when a gust of flame from the first-floor fire flashed out of a 
window and burned him as he attempted to crawl in a second-story window. He 
was in White Cross Hospital this afternoon with first and second-degree burns. 


HURT BY FALLING DEBRIS 


Two other firemen, Gaie Mahoney, 28, and Art Lewis, 26, were hurt by falling 
debris. Mahoney was also taken to White Cross while Lewis continued fighting 
the fire. Neither was considered seriously hurt. 

After the fire, Bruce told firemen that one of the boys was playing with matches 
after the oldest brother had gone to the store. 


MATCHES IN CUPBOARD 


“Then all at once everything was on fire,” he said. Firemen said a curtain 
was probably lighted first and that the flame swept up the walls and into the 
walls and ceiling. The 3-year-old could not tell firemen where his brothers 
were at the time, or why they did not get out also. 

Mrs. Grant, almost incoherent from shock, told firemen that the only matches 
in the apartment were lying on top of a cupboard. The place was heated by 
a gas stove, which she said was not defective. 

“I ran as fast as I could,” she sobbed. “By the time I got there everything 
was in flames, and there was black smoke pouring out.” 

Other occupants of the house, including Mr. and Mrs. Arthur Williams and 
their four children, who lived on the second floor, got out before the fire reached 
them, and escaped injury. 

On the scene of the double death was Safety Director Don Cook, who com- 
mented that “you could safely say that this was one of the houses in our ‘blight 
area’ survey. It’s one of those that should have been torn down in the Goodale 
area slum clearance. 

“Of course, we got stymied when the voters turned down the St. Mary’s addi- 
tion public housing project—but one battle doesn’t make a war. We'll get this 
area cleaned out some day.” 
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TWO LITTLE TOTS DIED in this slum-area apartment at 511 W. Goodale-st. Firemen arrived at the tiam- 
ing structure within minutes after the fire broke out, but it was too late to save the two little children 
whose charred bodies were found in the wreckage of their home in the city’s worst blighted area. 








HAMILTON, OHIO 


Submitted by Frank Tate, Secretary, Butler County (Ohio) Industrial Union 
Council 


Back in 1946 under the sponsorship of the Council of Churches in Hamilton, 
Ohio, Prof. Paul K. Hatt, of the University of Ohio, made a comprehensive study 
of living and social conditions in the second ward of our city. The results of this 
survey demonstrated beyond all possible doubt that housing conditions are the 
principal source or cause of community problems and that the elimination of 
slums and provisions of decent, safe, and sanitary housing is the basic need of 
our city. 

Although there have been made developments in our city since this Council of 
Churches’ survey was made, the essential and compelling lessons of the study 
remain as pertinent and compelling as the day it was written. 

The report showed the connection between crime, delinquency, and disease 
and slum housing; the survey demonstrated that all types of tensions between 
races and classes of people in our community are largely traceable back to lack of 
decent economical, nonsegregated housing. 

Two years ago, March 1952, to be precise, the city council of Hamilton directed 
the mayor to appoint a representative and competent committee of citizens who 
would restudy the housing problem of our city and make recommendations for 
action. We quote herewith from the pertinent sections of that report made by 
the mayor’s committee. 

“The committee appointed by the mayor pursuant to this resolution of council 
was composed of 16 citizens. The various geographical areas of the city were 
represented and the committee included among its members both white and 
colored. representatives. Also on the committee were individuals who have 
been associated with such groups as realtors, home builders, professional men, 
industry, merchants, veterans, banking and labor unions. A broad cross section 
of the entire community was thus represented. The committee served without 
compensation and its meetings were almost unanimously attended. 
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“Both public and private hearings were held. All interested persons were 
encouraged and permitted to present their views to the committee and to ask 
questions. Representatives of the Hamilton Metropolitan Housing Authority, 
the city planning commission, the real-estate board, and the builders’ association 
explained their views in detail and all cooperated with the committee by supply- 
ing data and information of various types. Other interested citizens made help- 
ful suggestions. 

“The findings and the recommendations of the committee are set forth below. 


“URBAN REDEVELOPMENT 


“Urban redevelopment is slum clearance—that is, the removal of buildings 
which by modern standards are unfit for decent sanitary healthful living condi- 
tions, and the redevelopment of the blighted areas. 

“It is widely recognized that blighted areas are civic liabilities both from an 
economic and social standpoint. They are a detriment to a city from many 
angles—citizenship, health, juvenile delinquency, and appearance, to mention 
a few. Buildings in the area being in a deteriorated condition are on the tax 
duplicate at low values, hence they produce a minimum of income to the city 
yet they require the greatest amount of service from the city and hence are the 
costliest to serve. Youngsters who through no fault of their own spend their 
childhoods in blighted areas do not have an equal opportunity to develop into 
good useful citizens. The committee agrees that progress demands the eradi- 
cation of these blighted areas where possible. 


“AVAILABLE MEANS OF REDEVELOPMENT OF BLIGHTED AREAS 


“The committee heard no dissent and unanimously recommends that council 
continue to proceed as it has been doing to utilize to the fullest extent possible 
the liberal provisions of the United States Housing Act of 1949 designed to aid 
cities in slum-clearance programs. 

“It is believed by this committee that city council should proceed with a slum- 
clearance program of this type. It is recommended that council give immediate 
assurance that the land so redeveloped be resold at the earliest possible date to 
private enterprise for the erection of new lost-cost homes. It is further recom- 
mended that council take steps to inform all persons living in the project area 
that they will not be displaced until other homes within their means are 
provided, and that all owners of property in the project areas will be paid the 
fair market value of the property taken. These assurances are, of course, 
required by the Housing Act of 1949. 


“PUBLIC HOUSING 


“While the Housing Act of 1949 treats urban redevelopment, slum clearance, and 
public housing as two separate and distinct programs—and one program is 
legally available without the other—as a practical matter, it is the opinion of 
this committee that council should approve immediately a program of public 
housing within the limits hereinafter described as an adjunct to the urban 
redevolpment program described above. 

“As previously noted, persons cannot be displaced from a blighted area under 
an urban redevelopment program unless there is available alternative housing 
within their means. Preliminary studies of the incomes of persons living within 
the proposed project areas indicate that they may be divided into three economic 
groups: 

“1. Those families having incomes of $2,000 or less per year, plus $200 for each 
minor dependent, who would be eligible to live in a public-housing project but who 
could not afford other decent healthful housing. 

“2. Those families whose income would be so large as to make them ineligible 
for public housing but whose incomes are not large enough at this time to permit 
them to purchase their own house, and 

“3. Those families whose incomes are sufficient to enable them to purchase 
a new home. 

“While exact figures are not at this time known, it has been estimated on 
the basis of available data that there are now between 125 and 200 families 
living in the proposed project areas whose incomes are sufficiently low that they 
would be eligible to live in a public-housing project. The committee does not 
believe that the desirable urban redevelopment program outlined above could 
proceed without immediate steps being taken to secure 150 additional units of 
public housing. 
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“The committee further recommends: 

“1. That city council immediately repeal the ordinance of December 1951, 
which approved the securing of 300 units of public housing and in lieu thereof 
immediately enact a new ordinance designed to secure 150 units of public housing 
under the Housing Act of 1949. * * *” 

The following is quoted from a memorandum supplied to the Butler County 
Industrial Union Council by the Mayor of Hamilton: 

“The Hamilton Metropolitan Housing Authority made application for 300 
units of low-rent housing November 7, 1949 after the need for this housing was 
established and the request approved by the city of Hamilton. The application 
was made because of the great need for housing for the middle and lower income 
group. 

“A cooperation agreeemnt was executed between the city of Hamilton and the 
Hamilton Metropolitan Housing Authority for 300 new units of low-rent hous- 
ing. The city earmarked 2 sites for this purpose, 1 a vacant site to be developed 
first to help solve the relocation of families to be displaced on the second site, a 
slum block on South Front Street containing approximately 26 dwellings and 37 
families, 97 percent of which had been détermined to be delapidated. 

“Some opposition was experienced from the real estate group in Hamilton, and 
a citizens committee was appointed by the mayor to study the housing problem 
and develop recommendations. A copy of the report of this committee is in- 
cluded with this statement. This delayed matters for a considerable length of 
time and they finally agreed that they would approve 150 units instead of 300 
and a new cooperation agreement was made with the city to this effect. 

“Preliminary work progressed, the development program was made and sub- 
mitted to the National Public Housing Agency for approval. Preliminary work 
of surveyors, architects and planners was completed with the city officials and 
the Planning Commission giving their wholehearted support in every respect. 

“The development program was approved and it was hoped that work could 
begin on the new housing when the program was shelved by action of Congress 
who cut back the funds and allocation of units to 35,000 for the year of 1953. 
This action, by a letter dated July 24, 1953, suspended and canceled all plans 
made by the Hamilton Metropolitan Housing Authority. 

“The request for this housing had been made after a careful study of con- 
ditions in Hamilton. The need was proved after compiled data established 
the fact that of the total supply of family dwellings in Butler County, 46.6 
percent are substandard and the comparison of housing conditions with those 
existing in the State of Ohio showed a dire need for action. For example: 


Ohio Hamilton 





Percent Percent 
Dwelling units needing major repairs sitet tt = i 12. 3 20.9 
Percentage of dwelling units built prior to 1910 > 47. 
Number of persons per room 1.51 or more . - sei bk 3. 
Population increase, 1940 to 1950__- ‘ a a a 15. 


“The United States census indicates that there is less standard housing avail- 
able in Hamilton, for either owner or rental occupancy, than in other comparable 
cities. 

“The major share of rental housing cutrently available in Hamilton is located 
in areas designated by the city master plan as ‘obsolete areas requiring rebuild- 
ing’ or ‘blighted areas of poor or depreciated character requiring rehabilitation.’ 

“The city of Hamilton has, under title I of the United States Housing Act, a 
slum-clearance and rehabilitation program which is one of the finest things that 
could be done for the city and vitally needed and it was important that the new 
low-rent housing program be initiated to tie in with the title I program to aid 
in the relocation of displaced families, this being one of the requirements of the 
title I program. With the curtailment of the low-rent program, the city has 
been greatly handicapped in carrying out their plans. 

“The President has recommended that a program be set up for 140,000 new 
units to be built over a 4-year period, or 35,000 per year, but every effort is being 
made by the opposition to cut this figure and kill the entire public-housing pro- 
gram. Even if the 35,000 units are granted, those authorities already under 
annual contribution contracts with the Féderal Government would consume this 
number of new units for a period of 3 to 4 years, so that there is not much possi- 
bility that Hamilton realize aid from this source within this time. 
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“Emphasis is being made that private enterprise do as much of the housing job 
as possible to produce low-cost housing for families displaced through slum 
clearance and for the conservation and rehabilitation of existing homes. This 
could be done only by subsidy from the Government, as no private builder could 
afford to invest in homes to rent at a figure low-income families could afford to 
pay. Without an adequate supply of safe, sanitary dwelling units, neighborhoods 
will continue te deteriorate, slum-clearance programs will be stymied, and the 
overall picture of the future is not a very pretty one. The outcome of the matter 
in Washington cannot be predicted by anyone, but the whole public-housing pro- 
gram hangs in a balance. 

“Our housing deficiencies continue to be serious. Millions of people in the 
United States still live in the slums—millions more live in rundown and declining 
neighborhoods. Hamilton has made good progress in their slum-clearance and 
rehabilitation program, but are greatly handicapped by the curtailment of the 
public-housing program, 


HUNTINGTON, W. VA. 


Submitted by Annabelle Leonard, recording secretary, Cabell County Industrial 
Union Council 


The last of the three Federal housing projects was finished in the early part 
of 1941. Of the total of 500 units—420 are for white, 80 for colored people. 

On the inactive list are 2,000 applications on file. Approximately half of this 
number is on the active file which must be renewed every 60 days. 

Eighty-six temporary dwelling are controlled by the city and about the same 
number by Marshall College. If these temporary buildings were to be removed, 
172 units must be made available immediately. 

Several people have lost their lives recently in fires in our city and the cause 
can usually be traced to substandard conditions. Surely we in Huntington feel 
the drastic need for more and better housing. 

Some of those families interviewed by me expressed a sincere desire to buy 
homes which were within their means, but as one man explanned, “I have a 
family and when I provide them with food, shelter, clothing, and a chance for a 
good education there is nothing left to save toward making a downpayment on 
a home.” This man is quite right when you consider that an almost all decent 
housing a down payment of $1,000 or more is usually required. 

I am enclosing a survey report just received from the Fire Protection Bureau. 
Perhaps it may be of some help. 

BUREAU OF FIRE PREVENTION, 
Crry oF HUNTINGTON, W. VA., 


March 9, 1954. 
Re: City survey 


Sub-Substandard housing 
Mrs. ANNA BELLE LEONARD, 
408 West 5th Avenue, 
Huntington, W. Va. 


Dear MApaM: As requested, we hereby submit the figures of the sub-substand- 
ard housing survey in the city of Huntington. 
East portion of the city: 98 houses—total occupancy, 328. 
West portion of the city : 57 houses—total occupancy, 257. 
Total for east and west portion of the city: 165 houses—total occupancy, 585. 
Very truly yours, 
/s/ Lt. R. W. Bloss 
LT. R. W. Bross, 
Bureau of Fire Prevention, 


City Hall, Bor 1659, Huntington, W. Va. 
ec: Hon C. C. THompson, Mayor. 
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KANSAS CITY, MO. 


Submitted by Joseph M. Welsh, executive secretary, Greater Kansas City 
Industrial Union Council 


The Housing Authority of the City of Kansas City, Mo., reports that 9,000 
families are in need of low-rent public housing. 

This estimate we believe to be most conservative. Nevertheless, practically 
none of the 9,000 families can look for relief unless the Congress acts to provide 
a much larger program than was recommended by the President. The city 
manager of Kansas City, Mo., under date of March 3, 1952, wrote a letter to 
the members of the Civil Functions Subcommittee of the House Committee on 
Appropriations, from which I quote the following: 

“T am advised that within the next few days your subcommittee will act 
upon the budget appropriation of the Housing and Home Finance Agency. In- 
cluded in the appropriation request is provision for implementing the President's 
recommendation that 35,000 public-housing units be authorized for the forth- 
coming fiscal year. This program is of immediate and vital concern to hundreds 
of cities which, like Kansas City, are engaged in redevelopment and public- 
improvement projects valued at hundreds of millions of dollars. These cities 
view public housing as an essential and integral part of major public improve- 
ment planning. Expressway construction, especially, frequently results in the 
displacement of many families from inadequate dwelling units. New low-cost 
housing must be provided for these families if our improvement programs are 
to be continued. We estimate that in Kansas City alone more than 200 low-rent 
housing units must be provided if we are to carry out our approved expressway 
plan. 

“Without public housing, there will be little or no urban redevelopment pro- 
gram. In Kansas City, one redevelopment plan has received final approval of 
the Housing and Home Finance Agency, and properties are now being acquired 
by the local redevelopment authority. Low-rent housing must be provided for 
many of the families whose homes will be razed. In the 4 additional redevelop- 
ment projects now in the final planning stage, from 29 to 44 percent of the 
families who will be displaced will require low-rent housing. 

“As a result of just these 2 activities, both of which are essential for the 
maintenance of a healthy urban economy, in excess of 1,000 public housing units 
will be needed in Kansas City in the next 2 to 5 years. 

“Both expressway construction and urban redevelopment activity are given 
financial aid and encouragement by the Federal Government. It seems reason- 
able, therefore, that one of the principal elements of these programs, the pub- 
lic-housing program, should be continued as a part of the overall effort to assist 
the cities of the United States in meeting the needs imposed upon them by mount- 
ing urbanization of our population. 

“Kansas City, as in the case with most American cities, is denied the tax 
resources which would be needed if programs such as public housing were to 
be wholly financed by local government.” 

The members of the Senate committee will understand that the estimate of 
1,000 units of public housing which the city manager refers to is an amount in 
addition to the 9,000 which the housing authority requires. 

The 1,000 units will be needed because of pending demolitions to make pos- 
sible redevelopment projects. The 9,000 units are needed now, because at least 
this many families are now living in substandard dwellings or are doubled-up 
and for that reason living in unhealthy and undesirable conditions. 

The Greater Kansas Industrial Union Council points out to the necessity of 
a middle-income housing program suited to the needs of that large group of 
workers whose earnings place them in a class where they are not eligible for 
public housing but still leave them without enough money to buy or rent new 
housing which is of standard quality and located in decent neighborhoods. 

We most earnestly ask and insist that Congress adopt legislation which will 
enable cities such as ours to make a genuine attack on slum conditions on the 
one hand, and will also enable thousands of good citizens, now denied decent 
homes, the opportunity to obtain housing at a price within their means. 
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SUPPLEMENT TO REPORT ON HOUSING 


Additional details on the housing needs of Kansas City are supplied in the 
following memorandum from Mrs. M. R. Turner, chief social worker in the 
welfare department of the city government: 


J. Number of substandard dwellings in Kansag City 
The city plan commission in December 1953 prepared a report for the Presi- 
dential Committee on Housing Policy. Using 1950 census figures, adjusted to 
current changes they estimated as follows: 
Percent of total 


9,500 dwelling units in need of demolition-__._._..----_-__----.-----.-.. 6 
30,000 dwelling units in need of rehabilitation.______---__-_-_-_----_---__. 19 
114,500 dwelling units in good to adequate condition___..-_-----_-_------_ 75 

154,000 dwelling units in Kansas City... ....s.-....-......... 100 


2. Number of dwelling units demolished by trafficway construction 


One thousand two hundred persons have been displaced by the Sixth Street 
Trafficway construction. Figures on the number of dwelling units are not 
obtainable as the majority of these were single men living in the flophouse type 
of hotel. 


8. Number of investigations of tenant applications on file 
Paul McCauley, executive director, Housing Authority of Kansas City, advises 
me that 724 families have been placed in public housing units as of this date. 
There is a backlog of 900 Negro and 425 white families awaiting placement. A 
total of 10,250 cases has been reviewed since the housing authority was set up. 
One thousand one hundred and forty-eight units are in the management or 
construction stages. 


4. Estimated number of needed low-rent dwellings 
In a study made by the city plan commission for the municipal league under 


date of March 5, 1954, and based on adjusted 1950 census figures, it is estimated 
that the following low-rent dwelling units are needed: 


ae... ..—- 


Soe eee eek teed el in eins seid nlng guectasnre tia eamamatieinaaaeiaties 6, 336 
Na act ceree eee tere as akin sigesnte ie gilts ieertedie aaa vianied wast essentoeied 2, 634 
I Getic ie ak SS kn dyes anda teeta ignc seb aint eieeraiingtscatos one etna 8, 970 


As 1,148 units are already in the management or construction stages this 
represents 11 percent of the total need. These units are as follows: 

Riverview, 232 units ,white. 

T. B. Watkins, 462 units, Negro. 

Guinotte Manor, 454 units, white. 


5. Where are the displaced persons moving? 


The persons displaced by redevelopment projects or by enforcement of the 
minimum housing code, if eligible from an income basis, are given priority on 
admission to public housing; consequently some of the families displaced by 
the Sixth Street Trafficway have gone into the public-housing projects. Five 
hundred and sixty-two families were displaced by the present projects. All 
these families have doubled up with other families. 

The lone men have tended to drift into adjacent areas—the west side and the 
8th, 9th, 12th, and 15th Street areas in the blocks from Maine to Troost. The 
Community Service Division reports indicate that there were 436 single men 
in this area. Many of these are transient and made their own moving plans. 
One hundred and eighty-six were placed by the innkeepers who knew them and 
who owned other property where they could be housed. 

The enforcement of the city’s minimum housing code is expected to place 100 
families in public housing in the next 5 years. 

One thousand and fifty families are expected to urgently need public housing 
in the next 5 years as a result of redevelopment plans alone. 
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LOS ANGELES, CALIF, 


Submitted by William H. McMahan, Housing Representative, ClO-California 
Industrial Union Council 


The 1950 housing census showed 65,000 substandard dwelling units in the city 
of Los Angeles. Disregarding housing deterioration since 1950, the substandard 
units have been decreased in the approximate amount of 12,000 units. 


(a) Substandard dwelling units cleared by Los Angeles Housing Au- 


a es nts hcecnenence etree eegupanapirgee areas aeons 7, 000 
(bv) Deprograming Rodger Young and Baselone veterans’ emergency 

a ls cere Ge mecrennar as ween enemas enees>arayeceneoarcen 3, 000 
(c) Deprograming war emergency and defense housing (estimate)__ 1, 000 
(d) Substandard units demolished as result of freeway construction- 550 
(e) Substandard units to be demolished as result of freeway construc- 

ae cg patel le th maa rat a lg trl tes gt Gli 250 
(f) Substandard units destroyed by fire and other miscellaneous 

GHG creenerdtperencienetenceetoee ba on ak aicallan eal oe tleiate cei eee canine end nner 200 


Substandard dwelling units demolished or brought up to standard by the Los 
Angeles sluin-clearance ordinance (Baltimore plan type) have been negligible. 
Seven hundred new public low-rent housing units have been completed and occu- 
pied since 1950. 

During the fiscal year 1952-53, only 1,486 eligible families could be placed in 
low-rent public housing of an eligible 3,680 families. At the present time, 1,515 
eligible families are waiting to be piaced and an additional 1,531 applicants are 
being processed. In addition, thousands of families on relief are living in slums 
or substandard housing and could easily use the remainder of the 4,000 units to 
be completed this year. It is estimated another 10,000 units would be needed if 
any progress is to be made in slum clearance and redevelopment programs, 


THIRTEEN PERCENT OF FAMILIES IN SUBSTANDARD HOUSING PAY OVER 35 PERCENT 
OF INCOME FOR RENT 


é 


Of the families now living in the existing 5,700 low-rent units, over 2,000 receive 
all their income from public relief. Over 10,000 new families per year arrive in 
Los Angeles seeking employment and housing. With unemployment on the 
increase, many of them will need low-rent housing. Furthermore, 25,000 families 
living in substandard housing have incomes less than $3,000 per year and need 
some kind of housing subsidy; 13 percent of them pay over 35 percent of their 
incowe for rent. Of 994 veterans’ families eligible for low-rent public housing, 
only 284 families were placed when the veterans’ war emergency housing was 
deprogramed. 


WHAT HAPPENED TO EVICTED VETERANS 


Here are a few facts in connection with the relocation of veterans evicted by 
the deprograming of the Rodger Young and Baselone Homes veterans’ war 
emergency housing projects. 

Tw» thousand two hundred and fifty veterans’ families were forced to move on 
short notice. Of this number, 710 families eligible for low-rent housing were 
not placed; 530 families of minority races not eligible for public housing were 
obliged to find shelter in shacks located on tracts many miles from their employ- 
ment and where no adequate community facilities exist. 


NO RENTAL HOUSING AVAILABLE 


Figures show that actually no rental housing is to be had in Los Angeles. 
Vacancy factor September 1953, per Residential Research Report (the bible of 
the California real-estate lobby), multiple units = 1.66 percent, single 
units = 1.2 percent, with many areas 0 to .5 percent, etc., 40,000 families perma- 
nently housed in trailers in Los Angeles County, 12,000 in San Diego County. 

No new rental housing is being built. Whatever rental housing that does exist 
are hand-me-downs from families who buy homes and who cannot meet payments 
or are forced to move. Attached find exhibit showing all tract housing advertised 
in the Los Angeles Times, Sunday, March 7, 1954 (all tracts advertise in the 
Times), distance from Los Angeles business district, costs, ete. Considering 


44750—54— pt. 1——35 
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Los Angeles’ transportation problems and transportation costs of 75 cents to 
$1 per day for 10-mile distant tracts, even 203B-—2-D tracts are not practical for 
middle-income families. Freeways (highway construction) will have removed 
10,000 dwelling units to new locations and not available to market for 3 to 6 
months; 70 percent of occupants are renters. 


NEED FOR HOUSING IS CRITICAL 


The need for additional housing is critical. Our low-rent housing program has 
been cut in half. Our community redevelopment program has produced only 
1 parking lot and a new police headquarters and administrative unit in 5 years. 
There has been no 213 cooperative housing in Los Angeles. VA and FHA loans 
are so scarce that builders are paying up to 6 percent bonuses for loans which 
are eventually paid by the home buyer. We need all kinds of housing and we 
need it now. The CIO in Los Angeles recommends that National CIO make the 
strongest possible recommendations on this subject to the United States Congress. 


Tract housing advertised in Los Angeles Times, Mar. 7, 1954 

















Approximate 
driving dis- 
Name of tract | Price tance to 
| downtown 
Los Angeles 
¥ | 

Award Homes psi sk So lshss di i ids Leeeo dae 21 
SD TONNE os, ocncnstegiinercs pienoediadieinanies | 14 
Sa i a ee a eae 22 
Highland Village—Fullerton_.- f A Seebledbee | Bet 23 
Highland Village—Riverside _ -- fa ge 3G tinkd bai nibinie = bed | $8,000 up... .........- dhe teh ani 60 
Ann Harbor Homes... 4 aa aiil Rtesitaiminnianes EES ES PT 35 
Sky Ranch Village --. conte ee ET Eiccoescucs see séseunebent 16 
Los Altos Homes : eich | $9,950 up__.__- LSPA SSINE SD 25 
Maryland Homes ere ee ee $9,950-$12,500........._........- 20 
I a — .  scdi a coin arse ior ob deisel I cs Sital:S din oxch sieli ishi 22 
I al ss winernisisiaionngibirboen ra dnteceananwsecennne 28 
Imperial Estates | $10,450 ._ __- 24 
Sunkist Gardens ‘ ae bdcks abide abd bi ciwdsace 24 
Strathern Park aise stbabhgiickie Jgmaine | SNE Bikadebin ds dich desciew 17 
Moneta Gardens __. ieee Satenipiagcnanbli’ OE 14 
Shady Acre Estates cesee ei 24 
PR delta indies o Soc sbovtenk ha mennehaeiialaiath oe, | NR eee Jat 15 
Bonded Homes (Anaheim) --.----- Sth’ -epaepadehetinhion DD « Siataskscctbn scedeketé Games 23 
Placentia Villa os . sanguine tiated $11,700-612,750. ..............-.- | 25 
Rudimar Homes ca Se eae ean $11,750. .... Poet rotcsa st 26 
La Habra Manor... _....--.--- sbilheniots arGnttiainalcible $11,750 up_- Paiweuebaaceecue! 22 
Manor Homes Co. .......-..-- Siva ots catenceneapaiel $11,750-$13,350._............... -| 26 
Carson Park : . $11,895 —_. sae ‘in 2 
Covina Manor | $11,950-$12,750 (was $14,500) | 24 
Valencia Park—Ontario-- Be atanas ..| $12,500-$13,650___. 3 37 
Runnymede Estates onA8 .-| $12,745. ..- Rsbnataceniit wes=] 25 
Eastwood Park pinout $12,750 _- saaasinieinaina iat 30 
Midwood Manor i ‘ a bak ae FEEL shoo <dicadiuteetoddwon 24 
Wakefield Square ereeiiieldene sativa ens nal ~~ + pss] IN = dbpind wip ody thins ais | 20 
Lakewood Plaza ‘i eS EM Ea se ee | 26 
Rancho Monterey . | OA Bee. <- cad a oeec~. | 10 
Valencia Park—West Covina benaesé ‘ | $13,700-$14,850_.................. | 21 
DeSoto Park Estates ; 7? | eae eee } 22 
La Mirada elated a NESS 20 
Whittwood Heights : $14,350 _. 5 eam | 17 
Lurline Park ot J) Pe sank dbs - Jokeedeisesese 24 
Inglewood Knolls j b/s tee ha od. a ons: ch bind ll 
Palisades Builders | $15,500-$44,500...........--..... | 17 
Benmar Hills casig A hath htln detain: wetenuiaseme witliiinls | 14 
Alhambra Hills . J ; oie 0) eee 8 
treen ville Gardens $17,000... aba dedetaadbeul 21 
Park Lane Estates q sims CA 55 0b tis Gack cok ised s camiieea | 30 
Encino Foothills —_ . ~ananen EE | 20 
Morningside Heights : eee ne ehsccccagees ll 
Bel-Air Highlands = SS as po ktldes sb eka - fh GOOD ine da coenedeune 14 
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MILWAUKEE, WIS. 


Submitted by Fred A. Erchul, Secretary-Treasurer, Milwaukee County Industrial 
Union Council 


The CIO membership in Milwaukee County, Wis., wish to be recorded as being 
entirely back of the national organization in pressing for a much enlarged public- 
housing program plus a substantial and energetically administered program for 
the needs of middle-income families. 

At the request of the Milwaukee Industrial Union Council, Mr. W. E. Perrin, 
executive director of the Housing Authority of the City of Milwaukee compiled 
considerable data in basic housing conditions in Milwaukee which we present 
herewith. The CIO group in Milwaukee has worked closely with the members 
and staff of the housing authority and feel completely convinced that the picture 
of housing conditions which this body presents is careful, conservative, and 
absolutely irrefutable in all important respects. We urge the Congress to give 
the most careful consideration to this summary statement which has been written 
in answer to specific questions which we have asked. 

HovustnG AUTHORITY OF THE CrTy OF MILWAUKEE, 
March 12, 1954. 


1. Here is Milwaukee, 30 of the city’s 100 census tracts disclose at least 7 of 
10 elements which we regard as symptomatic of residential blight. These 10 
elements of blight are: Old dwelling units, substandard dwelling units, dwelling 
units of low value, high tenant occupancy, low rentals, overcrowding of the 
land, overcrowding of dwelling units, high rate of disease, high rate of juvenile 
delinquency, and high rate of welfare cases. The areas in the city of Milwaukee 
disclosing at least 7 of these 10 symptoms of blight cover approximately 5,400 
gross acres, or nearly 16 percent of the city’s total area of approximately 34,000 
acres. Within these areas live 121,356 persons, or 19.04 percent of the city's 
total population. At least 11 of the 30 affected census tracts disclose advanced 
stages of blight bordering on slum conditions, including some areas of actual 
rock-bottom blight for which there is no remedy except removal and reconstruc- 
tion. We believe that over 36,000 units, or about 20 percent of Milwaukee's 
185,734 occupied dwelling units, are substandard in varying degrees. We base 
this belief on the findings of a special census tabulation of substandard housing 
which was prepared for us by the Bureau of the Census. A copy of this tabula- 
tion is attached in the form of 1 memorandum by the writer to the commissioners 
of the housing authority under date of November 3, 1952 (exhibit No. 1). 

2. Housing eliminated through the razing of buildings during 1953 amounted 
to 414 units, as indicated on pages 33 and 35 of the annual report of the depart- 
ment of building inspection and safety engineering, hereto attached (exhibit 
No. 2). It is estimated that approximately 124 additional dwelling units will 
be razed during 1954 in order to undertake public improvements as set forth in 
the attached tabulation of city and county of Milwaukee temporary housing 
and contemplated demolition (exhibit No. 3). 

There were no new low-rent public-housing units built during 1953. 

3. During 1953, 3,827 families were registered for our low income and veterans’ 
housing projects. Of this number, 2,528 were eligible, and 573 were assigned to 
units that became available during the year. The housing authority still makes 
placements on the basis of need since we have not reached the point where assign- 
ments can be made on a first come, first served basis. First priority is extended to 
eviction cases, then to separated families, then to families living in substandard 
housing and, thereafter, for other reasons. Veterans’ preference is given in the 
low-rent projects, and in the veterans’ housing, of course, is limited to such 
families. Further distinctions are made to recognized priority for disabled vet- 
erans and survivors of deceased veterans. 

The housing authority estimates that an additional 1,500 to 2,000 low-rent 
dwelling units are needed before any significant inroads can be made into the 
problem of providing decent, safe, and sanitary shelter for families of low income. 

Pvidence of the need for additional low-rent-housing units can be demonstrated 
by the fact that the city of Milwaukee is still operating 705 temporary units 
for low-income veterans, which it is anticipated will have to be removed from 
the housing market within the next several years. In addition to these temporary 
units, the real-estate division of the city of Milwaukee has an application backlog 
of approximately 145 eligible families. The Milwaukee County Park Commission 
operates 770 temporary units which will eventually have to be removed from 
the housing supply. 
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As a further indication for a need for low-income housing, it has been the 
experience of the housing authority in the clearance of slum areas that as a 
general rule a minimum of 10 percent of the families residing in slum and blighted 
areas are eligible for public-housing accommodations. Using this yardstick, it 
may be estimated that approximately 3,600 units of low-rent housing are needed 
to adequately rehouse low-income families presently living in substandard hous- 
ing, bearing in mind that the total number of substandard units in the city is over 
36,000. 

4. Cost figures on new housing in Milwaukee indicate that the average cost of 
a new single family dwelling of minimum adequacy is approximately $11,500. 
Placing this figure against the background of 1950 census data with reference 
to family income, it can readily be seen that on the basis of a maximum invest- 
ment for housing at 2% times the annual income, new housing costing $11,500 can 
only be afforded by about 25 percent of Milwaukee’s families. A tabulation of 
income data according to the United States Census for 1950 is hereto attached 
(exhibit No. 4). 

Unfortunately, we do not have a complete inventory of housing conditions here 
in Milwaukee because of the cost which such a survey would entail. However, 
the Milwaukee Journal’s Consumer Analysis for 1954 throws a considerable 
amount of light on the subject. This analysis indicates that approximately 
10,000 families are doubled up in the city of Milwaukee. Our files also disclose 
some interesting information, which, of course, is not necessarily a crosssection 
of citywide conditions, Nevertheless, it does point up the fact that there are 
many serious cases of housing need due to overcrowding and doubling up. In the 
Hillside Terrace addition area, in which we hope to build another small low-rent- 
public-housing project, we have encountered many serious housing deficiencies. 
For your information, we are citing a few of these as contained on the attached 
description (exhibit No. 5). 

Ricuarp W. E. Perrin, Evecutive Director. 





Exurisir No. 1 
NovEMBER 3, 1952. 





1950 Census TaBuLATION oF SusstTanparD Hovusine sy Ricnwarp W. E. Perrin, 
Executive Director, COMMISSIONER OF THE HousING AUTHORITY 





At the request of the housing authority the United States Bureau of the Census 
has prepared a count of dwelling units in the city of Milwaukee which are classi- 
fied as substandard under Public Housing Administration definitions, and as 
taken from the 1950 Census of Housing. 

A dwelling unit is considered substandard by the Public Housing Administra- 
tion if it is either dilapidated or does not have the following plumbing facilities: 
Flush toilet and bath inside the structure for the unit’s exclusive use, and hot 
running water. 

The special tabulation we have obtained from the United States Bureau of 
Census indicates substantial shortage of decent housing among Milwaukee 
Negroes as of the time the census was taken (April 1950). 

On a citywide basis, 19.7 percent of all occupied units are substandard, by 
eensus definition, while almost half (46.7 percent) of nonwhite-occupied units are 
in this category. Put differently, while Negroes occupy only 2.6 percent of the 
dwelling units in the city, they occupy 6.1 percent of the substandard units. 

Owner-occupaney among Negroes is much lower than among whites. Forty- 
three percent of the units occupied by whites in the city are occupied by owners, 
while only 25.2 percent of the units occupied by nonwhites are by owners. 

The ratio between owner-occupancy of substandard units versus tenant occu- 
pancy of substantard units is similar as between white and nonwhites, with the 
proportion of tenant-occupied substandard units being somewhat more than 
double that for owners in each case. However, whereas 27 percent of all tenant- 
occupied units are substandard and 9.9 percent of the owner-occupied units, the 
ratios among nonwhites are doubled, with 23.3 percent of the nonwhite owner- 
occupants in substandard units, and 54.6 percent of the nonwhite tenants. 
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The actual count is as follows: 











Total Ez White Nonwhite 
——————————— $$ ——|—____— a 
A. Total occupied dwellings. baat * do tddatucdel 1185, 734 | 180, 989 4, 745 
1. Owner-occupied . -. . 79 ots 78. 750 1, 195 
2. Tenant-occupied.....-- bedded dbdel ainbclabll | 105, 789 102, 239 | 3, 550 
——— o> ae | —— 3 
B. Occupied substandard | 
1. Number reporting.......-.---.------- sdbewcenseth 36, 587 | 34, 372 | 2, 215 
2. Owner-occupied - . .--- ne 7, 897 7,619 278 
3. Tenant-occupied... i. Rcnabdbetotell 8.4 28, 690 26, 753 | 1, 937 
1 Corrected to eliminate vacant unit count of 3,192 units (total 188,926 units). 
The foregoing figures may be expressed in the following percentages: 

Percent 
1. Percent of all occupied units substandard__-_-- Sle eee ena, ee 
aren, WMI — o sensccenscencindisenenidnbeilienianiiaiaaatatannintiaina aera tennant 27.1 
se - 9.9 
2. Percent of Negro-occupied units substandard ere ee See oe ee ee Dee 46.7 
Tenant occupied___----- a eal aninangailnen saiaontaies 54.6 
Owner occupliéd__......... NN ee ee et eee ee 
8. Percent of all units occupied by Negro OM cuaeaabibaians ee ae 
EE WOCUIIIOG acceso tac tans ooeeme mang temtaneseatteedaas., Me 
Owner occunled eiducid--deesis inp: tieeellieatatinnaiidinim nani audebdins 1.5 
4. Percent of substandard units occupied by Ne I ic ares incatlenlnecehneriestieaialia 6.1 
Tenant occupied___--- seg ihitvin tind Nicci citariiiinmmmvmninmia Sceh. hehae 6.8 
Owner occupied___---_--. ssl scteAl ne ig segeceiesaiiaciiie deine iiacnstiiiaraain tis 3.5 

5. Percent of owner occupancy : 
I i a Ni aa rr I renee hii 43.0 
Negro___-_- cis aereraienamasiediicmeaigsdediestnmeineniliaiiiiaiei tlie antl 25. 2 

6. Percent of tenant | occupancy 
I sc annbesdiiss casein pine tmeneeeutisenesess—~aeneds 57.0 
ee 74.8 


All figures transcribed from worksheets used to prepare final tables for the 
1950 census reports, hence they may differ slightly from public figures. 


Exupir No. 2 


Department of Building Inspection and Safety Engineering condemnation 
report for the year 1953 











——- razed 1953 Buildings razed 1952 
Month ie enn cle | Oe ae ; L sae mere, oo. 
ies | Other , | ali ther ‘ 
Dwellings buildings | Total Dwellings buildings | Total 
January ‘ | | | 
February -. |. ons oh } 
a oshaersel 37 24 61 | 25 | 21 | 46 
. | | | 
Bigs +-—c es a eect i iinnt-o0> etesinenartas ar loecersannh  lnenaedte 
May...--- ite }. are LL ARM Be 1G. SUSoU NUL Lk 
June....-.-- pase 81 31 | 112 | 16 | 21 37 
pe aetna - eaeapaele mae eae an |--a----20ena|-non-nmenee- 
August __. ; : . } 7 | ; , ahs ens 
September____.._-. jie lsis 103 46 149 | 20 | 23 | 43 
ee p dnepida bagnt-anage «paid ohn dan ngoersne cl deamiamcogiyy fms 62 pagpatis fed onhon sede 
November one ansolnaracas gletenes a ment i ee 
December... 34 4i 76 | 23 ié | 39 
Total .-..--------+=-+5-5| 256 1142. 397 | 84 | 8h | 165 


See footnote at end of table. 
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RESUME 
—_———_— — ead aeneiener~ninotiatenimmeie " li ld 
| 5 years | 5 years | 5 years | 5 vears| 4, r oo os | Grand 
Eke gph ewan Tele? 952 | 195: 
| 1928-32 | 1983-87 | 1988-42 | 1943-47 | 1948 | 1949 | 1950 | 1951 | 1 |" 1953 | ‘total 
} | ' | 
- ——_——_— ——_— —|——-|-—— 
Buildings razed_.......| 1,952 | 3,369) 2,520 1,712 | 282 | 294 | 229) 252, 165); 397] 11,172 
BUILDINGS REPAIRED IN LIEU OF CONDEMNATION 
: : bd « ob aet 4 
Dwellings 21 | 70 56 17 2 | 3 | 1 | 0 | 4) 2 | 176 
Other buildings --- 1 35 58 | 41 | 51 6 2 0 4 1 7 205 
56 | 128 97 68 | 8 | 5 | a 4 | 5} 9} 381 
HOUSING ELIMINATED THROUGH RAZING OF BUILDINGS 
=a in Pai adac milo al ‘ Pe 
Number of families |} 1,011 | 2,033 1, 296 | 524 123] 211 216 198 | 124] 414 6, 150 
Buildings under condemnation as of January 1: 
1954 noe . : ‘ . : sacs vena hepadon wevanen-+----- { 
Number of housing units eliminated during the last 3 months of 1952_..........-...-.---------------.- 32 
Number of housing units eliminated during the last 3 months of 1953_.__..-.....--.-- schivonhaeed, OE 


1 Other buildings include 6 combination store and apartment buildings which had 18 dw welling units. 


Department of building inspection and safety engineering, buildings razed in 1953 


CLASSIFIED Ward—Continued ae 

PB I eh ah AG 
Apartment buildings...........-- 9 Oxsicccacsedtlse) et 31 
I Bai eciemswsiniedawsiicnray 105 ene URI. Ie. 11 
CI 5 SS es oat cereite 144 9: Wl hyeywm FS WO. ls ju90739 10 
oo 6 a eee eee) ke 17 
ea a 13 B8 ie pies anengfledl.-- 1 
Cerneee. ook ae COs, oe Set 38 D2 Ue BE | Hat 8 J SO JB 19 
Greenhouse. === 2-2 sssseccecceccs 1| 98-— =~ ae 9 
Office buildings_.._.-.....-.-...- 2 94+ ono seesseasccssa= 21424 W. 9 
Rooming houses.__......-..._..- 2 te. cats ad eanannt—<nanneiat 5 
OO. ~ centile hd ce ben hci! 1 Be ch ae erties he tcted 123 
a a a 43 Weg ne Ae ee eee Lc nacdcras seins 1 
Store Hulliines... 30 a i le 1 
Warehouses _____ Fh Sy eed eli oe 3 Oe i we al a 3 
o—- Boasts) waitalnss~bo--ennnbanee x 
EEE Sac tnasinan ooahicoriaioe aes 397 NS ginko apitngelenchiousksel cad aude 12 
Diath sitiacecdinit leans dliherenticiatsditiabaiaitin 5 
BY WARDS it stien ts anand lah iieaineieiaiaidaatis aii 2 
Ward Buildings a lI ce lca aacivenhneectrnttcuogs 5 
a a a em 20 Ol at dee Di tie 1 
I isd aeneecottneeenteen A LINIRL Tn MAD 17 Ue tale Ritts 4 
aa ae 11 a aa 3 
ail del aie 39 a 
ee ee ee 20 Mek iar ae 397 


The 397 buildings demolished by permit and by condemnation during the sy 
year had a floor area of 696,843 square feet, or 15.9 acres, and a volume of 7,652, 
278 cubie feet. The assessed value of all buildings razed during this year was 
$972,900 with an average assessed value per building of $2,448. The estimated 
value of all buildings razed during the past 25 years amounts to approximately 
$10,555,606 with an average assessed value per building of $945. 

We estimate that of all of the buildings which were razed by condemnation or 
by permit, there were 384.75 acres of floor area and 209,942,163 cubic feet which 
is equivalent to a building 2 stories and 25 feet in height covering 145.8 normal 
various code provisions. 
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Exuisit No. 3 














- City of Milwaukee, Milwaukee County, temporary housing and contemplated 
53 | Grand demolitions * 
total 
7 | 11,172 Number of 
Temporary? | units contem- 
units plated demoli- 
tions for 1954 
9 176 The Board of Public Land Commissioners 
= on Real Estate Division (application backlog he 2705 69 
bec Expressway Division ’ a 10 
| 32 County Park Commission: 
oy $81 Trailers... aah n siaioe ‘ . 170 
———-—— Wingfoots- ee deine : 332 
Prefabs ne 5. ae ; 268 , 
45 
iat ei 1, 475 124 
4 6, 150 
1 Demolition necessary before public improvements can be undertaken. 
18 Income limitations, $3,000 for a couple, plus $500 for each child. 
59 ‘ 
32 ExursitT No. 4 
63 
unite City of Milwaukee, income in 1949 
in 1958 Total fami- | 
lies and Cumulative 
juildings unrelated Percent Percent 
individuals 
xig'l 12 piped ite ct ons tiny bf as. ts wi) donk ber ee ts SR rei inert 
aa 
11 Less than $500. ........ ’ patenaneuhe ; 20, 500 9.1 9.1 
Adi $500 to $999 11, 400 | 5.1] 14.2 
--- 10 $1,000 to $1,499 i 10, 495 47 18.9 
“ag $1,500 to $1,999 ferese}-@ , vee 11, 570 5.1 24.0 
1 $2,000 to $2,499 _ 16, 245 7.2 | 31.2 
ay $2,500 to $2,999 : } 19, 415 8.6 | 39.8 
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” $7,000 to $9,999. _......_. ~ . : 10, 750 4.8 94.6 
- 1 $10,000 or more-- 4, 920 2.2 96.8 
oat 1 Income not reported : saul 6, 980 | 3.2 100.0 
3 Median income.............- = ; aioe : 3, 340 
met ad ) 5 Spee eeeeirsbee see 
-- 7 ns ap a@ 224, 880 
a ae 
a 3 1950 U Tnited States Census of P: Pesietiie. Milwaukee, Wis. 
4 : Exnuisit No. 5 
ae EXAMPLES OF OVERCROWDING IN HILLSIDE TERRACE ADDITION AREA 
mn? 8 
thine Ezample A.—On a 50- by 150-foot lot there are 4 structures. The front 
_ 397 structure has 10 dwelling units, while 2 structures on the rear of the lot contain 
2 dwelling units each, and the fourth is a small, 1-family cottage. All four 
e past structures are in very poor physical condition. At the time of acquisition 
(,652,- there were 13 primary tenants, 1 secondary tenant, and 1 vacant unit. The 
r was number of persons in the first category numbered 48, while the secondary tenant 
nated was a single person, so that the total persons numbered 49. There were 2 
1ately families of 5 persons each found on the third floor, a converted attic unit. 
: Erample B.—Lot 36 feet in front, 30 feet in rear, 150 feet in depth. Consists 
on or of 2 structures, the front structure having a basement unit, first- and second- 
which floor flats, and an attic unit. The rear structure consists of a small, 1-family 
ormal cottage. At acquisition there were 3 primary tenants, numbering 13 persons, 


and 8 secondary tenants, numbering 28 persons, or a total of 41 persons residing 
in this parcel. On the first floor of the front structure there were 3 families 
living in an 8-room dwelling unit. The primary tenant had 9 persons in his 
family, and the other two families each had 6 persons, or a total of 21 persons 
occupying an 8-room unit. The third floor attic unit, the walls of which were 
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covered with ordinary cardboard, and which constituted a serious fire hazard, 
housed 2 families of 5 persons each. Clipped ceilings due to the roof pitch 
reduced the usable attic floor space considerably so that the rooms consisted 
of small, dark, dingy cubbyholes. 

Ezample C.—On a lot 25 by 150 feet in depth. Consisted of two structures. 
There were 6 primary tenants in the structures, numbering 19 persons, 2 of 
whom were single-person roomers. 

Ezample D.—Lot size, 30 by 150 feet. A frame 2-story house on front of lot 
kad 2 families while the rear structure consisted of a first floor plus attic unit 
and also housed 2 families. There were 4 primary tenants numbering 20 per- 
eons on this small parcel. 

Erample E.—Lot 50 by 69 feet. Two very dilapidated structures unfit for 
human habitation contained 5 families of primary tenants totaling 19 persons. 

Erample F.—Lot 25 by 150 feet. Contained 2 structures in exceedingly poor 
condition. Light and air were very poor due to closeness of adjoining struc- 
tures. Front house had 3 rental units; rear house, 2 rental units. There were 
5 primary tenants, numbering 27 persons. 

Example G.—Lot 25 by 150 feet. Two structures in very poor condition. Four 
dwelling units, one of which was vacated prior to acquisition. We found 3 
primary tenants numbering 11 persons and 4 secondary tenants numbering 11 
persons, or a total of 22 persons. 

Erample H.—Lot size, 60 by 150 feet. This parcel contained a large store 
building with living quarters above and a small, very dilapidated structure 
on the rear of the lot containing a basement flat, first- and second-floor dwelling 
units. The living quarters above the store housed a family of 11 persons, 
while the basement flat on the rear of the parcel housed another family of 11 
persons in unbelievably dingy and unhealthful quarters. The children ranged 
in age from 1 week old to 8 years at the time we acquired this property. 

Lots were originally all 50 by 150 feet in depth. Subdividing these lots has 
led to innumerable examples of overcrowding. At the time of acquisition, there 
were 5 separately owned parcels on a 50-by-150-foot lot. 

Parcel A.—42 by 50 feet. Has 3 floors with 3 dwelling units containing 3 
primary tenants who number 11 persons, and 1 secondary tenant numbering 3 
persons, or a total of 14 persons. 

Parcel A-—1.—On lot 24.5 by 50 feet, contains 1 unit which housed 2 persons. 


Parcel A-2.—24.5 by 50 feet, contained a 1-unit dwelling housing 2 persons. 

Parcel A-3.—On a lot 23 by 59 feet, contained 5 units, 4 of which were vacant 
at acquisition. Four persons lived in the unit. 

Parcel A—4.—On a lot 27 by 59 feet. Contained 4 units; 2 vacant at acquisition. 
Two primary tenants remained, numbering four persons. One secondary tenant 
had 3 persons, or a total of 7 persons. 


PHILADELPHIA, PA. 
Submitted by Joseph T. Kelley, president, Philadelphia Industrial Union Council 


Philadelphia’s housing problem is still serious. There is a continuing shortage 
of decent housing at low and moderate rentals, and new housing for sale at 
less than $10,000 is virtually nonexistent. Actually, the present median sales 
price of new housing is estimated at $11,500. 

A shocking amount of substandard housing is still with us. The 1950-census 
reported 72,000 units out of a total of 600,000 in serious disrepair; thousands 
of families lacking or sharing sanitary facilities; 40,000 dwellings without 
central heat. Not reported are the additional thousands of houses that are 
undesirable because of neighborhood blight, including crowding of structures 
on the land, proximity of industry, lack of open space, and traffic dangers. 


DOUBLING UP SERIOUS 


Crowding and doubling up are still serious problems. According to the 1950 
census there were 47,855 married couples without their own households, and 
in 56,405 dwelling units there was more than 1 person per room. 

Crowding is most frequent in old substandard areas where it results from 
the dividing of single-family houses into from 3 to 8 apartments, frequently 
without the installation of additional sanitary facilities. In 1 census tract of 
8 city blocks, to take an example, the number of dwelling units more than 
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doubled in 20 years, although not a single new structure was built during that 
period. More than one-third of all families have less than 1 room per person, and 
72 percent of the families lived in dilapidated structures or lacked sanitary 
facilities. The rental income from this area increased 82 percent from 1940 
to 1950. 

WHAT IS BEING BUILT 


Newly built housing is excessive in price, and the quantity is small. This 
holds particularly for rental housing. As stated above, the median price for 
new single-family houses is in the neighborhood of $11,500 in the city, somewhat 
higher in the suburbs, where two-thirds of all new housing is being built. Little 
rental housing has been built in the last few years. What has been provided 
was mostly of the luxury type with rentals of 1-bedroom units starting at $80, 
and of 2-bedroom units at $90, frequently not including utilities. 

Private residential construction, Philadelphia, 1951-53: 


-~ 


Sin gle-fs ily 
| Single-family Rental type 





| houses 
oad ‘ | tipaalid 
1951 5, 675 724 
1952... 5, 206 609 
1953... 3, 671 1, 584 


The only new apartments at moderate rentals, other than public housing, were 
built in 1952 by the Philadelphia Redevelopment Authority. Even with the aid 
of a State construction grant, rents in the 174-unit development range from, 
$55 for efficiency units to $81.50 for 3-bedroom units, exclusive of utilities. 

The nearly 4,000 apartments created each year in Philadelphia through con- 
version of existing structures are mostly small, expensive, and unsuitable for 
families with children. 


8,500 APPLICATIONS FOR 3,800 UNITS 


The Philadelphia Housing Authority has under construction 3,800 public hous- 
ing units as against an estimated need for 20,000 units. For these 3,800 units 
the housing authority has 8,500 applications on file, and additional ones are 
made at the rate of 700 per month. Inquiries run at the rate of 1,500 a month, 
or 18,000 per year. Obviously, the housing authority can place only a fraction 
of the eligible applicants now on file, much less the eligible families that are 
being added each day. Moreover, there are at present no solutions to the housing 
problems of the thousands of families who would like to live in public housing 
but are not eligible. Though their incomes are too high for public housing, 
they cannot afford the high rentals of decent private housing or the downpay- 
ments and carrying charges required for buying a house. 


NO MODERATE PRICE RENTALS 


Rental housing (aside from luxury-type and center city apartments) is con- 
centrated in the substandard housing areas of the city. Moderately priced single- 
family houses of standard quality and availabe for rent have all but disappeared 
from the market. 

Demolitions of dwellings in 1953 reduced the housing supply by 1,094 units. 
Most of the razing resulted from slum clearance activities of the redevelopment 
and housing authorities. There will be further reductions in the number of 
dwelling units in 1954 because, in addition to the demolition of houses for slum 
clearance and other public improvements, the housing authority is planning to 
eliminate more than 1,300 temporary war and veterans units. 


THE CITY’S PROGRAM 


Philadelphia’s city administration is well aware of the serious problem and 
is dedicated to a large-scale attack on slums and a positive program to provide 
good housing for everyone. The mayor recently appointed a housing coordinator 
whose function it is to coordinate the activities of the various agencies dealing 
with parts of the basic problem, and to prepare a master plan to attack and 
solve the social disintegration which springs from inadequate shelter. The 
housing coordinator took office on January 1. 





544 HOUSING ACT OF 1954 


The administration of the city’s regulatory powers relating to housing is now 
carried out by a single city department. A new housing code is pending in city 
council to replace a code adopted in 1915. But while the city policy is up to date, 
the opposition in Philadelphia against good standards is also strong. The very 
organizations whose national boards are recommending good codes and enforce- 
ment of minimum standards as the solution to the problem of slums and blight, 
are locally trying their very best to prevent any improvement in the standards. 
Though they all pay lip service to the desirability of a housing code, they are 
opposed to numerous particulars. As a matter of fact, if the amendments they 
suggest were adopted, Philadelphia’s code would in many respects be weaker 
than the one in force for 40 years, which is unquestionaMly outmoded and not in 
keeping with present-day standards. 


RELOCATION PROBLEM 


The plans for redevelopment and other public improvements depend to no small 
degree on solutions to the relocation problem of displaced families. Aside from 
public housing (for which usually only one-third of the displaced are eligible) 
there is virtually no suitable moderately priced decent housing available. En- 
forcement of the provision of the housing code will result in more dislocation and 
accentuate the relocation need. Especially pressing are the housing needs of 
Philadelphia’s rapidly growing Negro population, for whom next to nothing is 
being built (aside from public housing). An increasing number of Negro fami- 
lies live in substandard housing; dislocation by either redevelopment or code 
enforcement will affect them more than other groups. 


WHAT WE NEED 


The Philadelphia CIO believes that existing Federal programs are entirely 
inadequate and will not result in the housing which our low- and middle-income 
families need. Badly needed public housing is being built in Philadelphia, but 
unless the Federal program is restored to the level authorized in the Housing 
Act of 1949, the majority of low-income families living in substandard housing 
will remain where they are now—in the slums—and redevelopment and city 
renewal will be virtually impossible. 


PRIVATE HOUSING LAGS 


Private housing construction has hardly kept pace with the increase in the 
number of families; it has not started making a dent in the replacement need; 
there has not been enough to provide for the overcrowded and doubled-up fami- 
lies. We need a level of construction high enough to provide for all these needs 
or at least twice as many units annually as have been built in recent years. 

This level cannot be achieved as long as the majority of families—those with 
incomes under $5,000—cannot afford to buy or rent what is being built. A no- 
down-payment house-purchasing program limited to families displaced by slum 
clearance and to houses costing less than $8,000 will not begin to meet the pur- 
pose. Neither will flexible interest rates that are flexible in an upward direction. 

We need a liberalized long-term mortgage program that will enable the $3,000 
to $5,000 income group to enter the manket. We also need a program that, for 
once, will produce rental housing for the thousands of families in the same income 
bracket who, for one reason or another, cannot or do not want to buy, who are not 
eligible for public housing, and who have been the truly forgotten people in all 
housing programs of the past. 


[Supplement to Issues—January 1954, Philadelphia Housing Association] 
ARE WE ASKING Too MucH? 


A new housing code for Philadelphia, drafted at the city’s request by a special 
committee of the Philadelphia Housing Association, is now under consideration 
by city council’s committee on licenses and inspections. Interested groups 
throughout the city are engaged in spirited discussions of the pros and cons of 
various code provisions. 

For this widespread interest in the code we are indeed grateful; progress is 
never the product of apathy. We are concerned, however, at a tendency in some 
quarters to obscure the essential purposes of the code, which are to conserve 
human life and protect the health, safety, and welfare of the entire community. 
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Man Is Killed, 
2d Hurt as Fire 
Sweeps House 


Injured in Leap at 16th 
And South; 6 Homes 
Damaged in W. Phila. 


One man was burned to death 
a nother injured in a leap to- 
day when fire swept thr: ” 
small row house at 1608 
st. near 16th and South. 

In West Philadelphia, six row 
houses were damaged by fire inst 
night in the 1300 block of § Mel- 
ville st. near 46th st. and Wood- 
jan 

man killed was William 

ms, about 75. He died in the 

flames in his first-floor quarters 
in the Rodman st. house. 

Van Walker, 28 a hotel porter, 
Jumped from his second-floor 
room when his escape down the 
stairs was cut off by the flames 
He suffered injuries of the right 


11 Escape Unhurt 
At N. 12th St. House 


A mother and three sons today 
jumped from a window of their 
burning third-floor apartment at 
2153 N. 12th st. after being badly 
burned while trying to fight their 
way down the flame-swept, 
amoke-filled stairs. 

Another occupant of the build- 
ing stumbled from his apartment 
with his clothes ablaze and was 
knocked unconscious when he fell 
down the steps. 

Eleven other escaped unhurt, 
Including a man who was taken 
down « ladder by firemen from 
a third-foor apartmeat. 
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By Apartment Fire 
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Husband Qf  2BrothersKilled Fire Wrecks, 


Daughter 
Fails Rescue 


An elderly man and his wife 
were trapped in their third-floor 
apartment Saturday afternoon and 
died in flames and smoke when « 
fire swept the house at 1303 N. 12th 
at 

Police said the fire started from 


In Blazing Home, 
Heating Blamed 


Ominsky Urges City 
To Raze Units With 
Faulty Oil Stoves 


Two brothers, aged 3 and 6, 
were burned to death yesterday 
morning when fire from a small 
ol) stove 5 pt through their 


Four Houses 
In. Phila. 


(Photograph On Page 3) 

Fire started by an oil stove 
wrecked four houses in South Phik 
adelphia Thursday night and badly 
damaged several others, No one 
was hurt in the blaze which Brough! 
out six engine companies, but most 
of those involved loss all their pos 


Mother Has 8 Children 
Sleeping in One Room 


The mother of eight children ap 
pealed to The Tribune thie week 
im hopes of finding « place where 
she might properly care for her 
youngsters 

Her action was prompted by the 


fact that she and her fami'v live/ 


with her mother, who has & wale 
dren. im @& small three+te: com 
house in South Philade!phia 

Mra. Thelma Roberta, 253 E!\s- 
Worth st, explained that her hus- 
band had been a chronic tubercu. 
losis patient for many years. Pres- 
ently hospitaliaéd at Philadeiphis 
General, he has been absent from 
home as many as sev ears 
me” aieiili 


seid. “not to speak of Stanley and 
Joshua (three and 16 months. re- 
spectively) who require all my at- 
tention at home.” 


| MOTHER HAS HELPED 
Mrs. Bessie Smith. mother of the 
| Young housewife, “has been very 
Rind to all of us.” related Mrs 
Roberts 
‘She's tried to make matters as 
easy as she could, but you know 
how expenses mount up.* 
City officials, according to her 
ve offered to place several of 
the children im homes. 
“Not having the companionship 
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Just don’t want to leave.” 
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As a reminder, Issues presents on the following pages a panorama of the grim 
circumstances which now surround the lives of thousands of Philadelphians. 
Are we asking too much when we seek a code which will end these miserable 


conditions? 
THE PROPOSED Housine Cope REQUIRES 


An inside flush toilet for every dwelling unit, except that 2 very small units may 
share 1 toilet (privies and outside toilets, of which the 1950 census counted about 
15,000 in Philadelphia, will no longer be permitted) ; 

A lavatory basin for every dwelling unit (exceptions as above) ; 

A bathtub or shower for every dwelling unit, again with the exception of shar- 
ing for small units; (in 1950, in excess of 18,000 dwelling units had no bathtub 
or shower: nearly 40,000 units shared such facilities; much of this sharing will 
continue for the small units) ; 

A kitchen sink; (in 1950 there were 3,665 dwelling units without sinks) ; 

Hot water lines and water heating facilities; (about 28,000 dwelling units do 
not now have hot running water) ; 

Minimum window areas for every habitable room ; 

Electricity and convenience outlets for every dwelling unit that is within 300 
feet of a power line; 

Minimum standards for safety from fire such as safe egress, dual egress from 
multifamily dwellings four or more stories in height, fire alarm systems for 
multifamily structures, etc. ; 

Minimum standards for overall space as well as for sleeping rooms; 

Sereens and rodent proofing ; 

Safe and sanitary maintenance; 

Heating facilities for every dwelling unit capable of heating all habitable 
rooms to a temperature of 70 degrees ; 

Licensing of multifamily structures and rooming houses. 

The main requirements of the proposed code over and above that of the 1950 
code are: Indoor toilets, bathrooms, hot water, screens, and heating facilities. 
In other provisions the new code follows the pattern set by the 1915 code, though 
the standards are higher in most instances. The responsibilities of. owner and 
occupants are clearly defined. 

Among the most important requirements are those relating to occupancy. Few 
factors have contributed as much to city deterioration and blight as the use of 
structures ¢nd equipment by too many people. Also, there is probably no other 
single factor that contributes as much to family disintegration, desertion, disease, 
delinquency, and disorder as the lack of adequate living space. 

While the space standards for sleeping rooms of the new code are slightly 
higher than those of the 1915 code, they are below those developed by the experts 
of the American Public Health Association. They are also below those in force 
in Trenton, N. J.; Cleveland, Ohio; Cambridge, Mass.; Portland, Oreg.; Birming- 
ham, Ala.; and Montgomery, Ala., according to the analysis of State and local 
space occupancy standards provided by the President’s Advisory Committee on 
Government Housing Policies and Programs. 

In the administration of the new housing code there will be cases of dwellings 
which differ from the code in some respects. For this reason, the board of license 
and inspection review will be empowered to “authorize a variance from the terms 
of this code, when, because of special conditions, undue hardship would result 
from literal enforcement, and when such variance substantially meets the spirit 
of this code.” 


COMMONWEALTH OF MASSACHUSETTS 


Submitted by William Belanger, president, Massachusetts Industrial Union 
Council 


The Commonwealth of Massachusetts has, we believe, the oldest State housing 
board in the United States. Since 1850 this board has been wrestling with the 
housing problem in our State. Legislation adopted in 1948 enabled the State 
board to build some 17,000 units of veterans’ housing in the cities and towns of 
the State to which are admitted some veterans and their families whose income 
ranges a lot higher than makes them admissible to public-housing projects financed 
by the Federal Government 
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The State housing board has done excellent research work and has done much 
to coordinate the activities in this field of local governing bodies throughout 
our Commonwealth with its many urban areas, both large and small. 

On the basis of reports made by the State housing board covering the Com- 
monwealth as a whole, the CIO has concluded that a conservative estimate of 
the actual situation as of today is as follows: 

There are between 1,400,000 and 1,500,000 dwelling units in Massachusetts, 

Living in these units are over 1,500,000 families or “subfamilies.” 

We estimate that there are over 80,000 families in the State doubled-up. 

More than 21 percent of all Massachusetts (or about 288,000 units) housing 
is substandard. 

The State housing board through questionnaires to all local town or municipal 
officials and local housing authorities, surveyed the present housing needs in 
all urban areas in the State. Adding up all the answers that were received 
gave a total of 100,000 units of new rental or low-rent public housing required in 
the urban areas of the State. 

This total of 100,000 units of new housing for low- and middle-income housing, 
the CIO believes to be well below the actual need in view of the glaring and un- 
deniable fact that there are almost 300,000 substandard dwelling units in the 
State. 

Practically every city and town in Massachusetts is an old-established com- 
munity with a heavy percentage of obsolete and obsolescent housing. Every 
CIO official who travels this State can testify from actual daily experience that 
statistics based on the United States census of 1950 are certainly not overdrawn 
or exaggerated. These substandard conditions do exist and human beings suffer 
who are forced to live in such a way. 

The tourist who sees the showplaces in Massachusetts is apt to think that 
because some of the picturesque old clapboard and brick housing dating hack 
over 150 years, still looks pretty good, that all the housing in the commonwea!th 
is in fairly good shape. But that is not the case. Every industrial center in 
Massachusetts both large and small, has a heavy concentration of wretched 
old tenements and unsafe and unsanitary dwellings which should have been 
replaced years ago. Moreover, despite all the talk of migration out of the State, 
the fact is that we still have more families in Massachusetts than we have houses. 
Overcrowding and rack-renting is a serious and continuing social problem. We 
have slum areas in Massachusetts as bad as any in this country, and as self- 
respecting citizens we in CIO are striving to rid our State of these sordid and 
danzercus conditions. 

During the last 4 years, there has been about 20,000 new single-family homes 
built each year by private industry. The average cost of these new dwellincs 
was over $9,000 exclusive of land. With the lot the sales prices of new housing 
averages between $11,000 and $12,000 per unit. 

It is on!y too clear, therefore, that the prices at which new housing is being 
sold by private builders only reaches a small section of our population. Virtually 
no new housing, either for sale or rental, is available for families whose incomes 
are at the level earned by most factory workers. 

The total of all low-rent public housing units in Massachusetts is somewhat less 
than 19,000 units. This State alone should immediately be assigned more than 
the total number of additional low-rent public housing proposed by the House 
Appropriations Committee. If Massachusetts built 20,000 units of public hous- 
ing each year for the next 4 years we should only be making a dent in the job 
of reducing the worst slum areas in our towns and cities. With that number 
of units we should be only taking care of the most urgent applications for housing 
from families now living doubled up or now forced to live in unsafe, unsanitary, or 
overcrowded quarters. 

Our State veterans’ housing program of about 17,000 units reaches some fam- 
ilies with maximum income of $4,400. The vast majority, of course, have lower 
incomes. Among veterans in the State who earn incomes within the limits 
of this program, there is a demand for about twice the present, available supply. 
But in a State like Massachusetts with its good transportation, where people 
ean get from one place to another to work, the biggest need is housing that 
the average wage earner can buy at a cost which will not force him to pay more 
than about '20 percent of his income to meet his total shelter payments. 

Historically, a large percentage of Massachusetts factory workers have been 
renters and continue to be so today. Those of our people who are trying to get 
away from renting cannot raise the money to put down on a new house or cannot 
meet the scale of payments required by the average private home builder. 
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I make the point about travel between industrial centers being easier than 
in other States where the distances are greater because it is not wise for a 
worker to buy a house unless he is reasonably sure he can get work within 
reasonable travel distance of his home. 

We have sufficient confidence in the future of our New England economy to 
believe that if one type of employment diminishes, some other will take its 
place. But even if New England should lose more factories, she still will need 
more housing for the low- and middle-income families because our total popu- 
lation will increase even in the face of some industrial migration. Actually, 
jt would be of the greatest assistance to Massachusetts in her efforts to hold 
her present industries and attract new types of industrial establishments, if we 
could show a definite improvement in our housing situation. Today many 
of our old industrial towns are so drab and uninviting in appearance that it 
takes special efforts to induce industry to locate in these places, despite the 
fact that there is an excellent labor supply available. 

What we are trying to say is that Massachusetts needs more public housing 
and a substantial middle-income housing program for all the sound and urgent 
economic humanitarian reasons put forth by other States. But in addition, 
Massachusetts needs a quick and marked improvement in its housing supply as a 
stimulant and a stabilizing force for its total economy. 

On behalf of the largest group of working people in Massachusetts, we appeal 
to the Congress not to give us a paltry token public-housing program. We do 
not really need more of the kind of housing which’is too costly for any but a 
tiny section of our population. 

We strongly urge and recommend that you faee up to this long neglected but 
still urgent and absolutely necessary need of our people—good housing at a 
cost they can afford. Enact the kind of program that would make it possible 
for Massachusetts to build at least 20,000 units of public housing each year 
for the next 10 years and from 80,000 to 100,000 units of housing for rent and 
sales for those families with incomes between $3,000 and $5,000 a year. 

In conclusion we wish to say that Massachusetts Industrial Union Council 
has studied the testimony introduced by National CIO before the Senate and 
House Banking and Currency Committees. We wish to identify ourselves as 
being fully in agreement with the criticisms of the President’s houS8ing program 
made by CIO and as being completely in support of the recommendations CIO 
has made for an extended housing program. 






































SPRINGFIELD, MASS. 






Submitted by Herman Greenberg, President, Western Massachusetts Industrial 
Union Council 





We wish to testify that from personal knowledge slum and substantial 
housing conditions in Springfield and vicinity are worse now than when the 
last census figures were gathered in 1950. 

The following is quoted from the Springfield Daily News of April 22, 1952: 
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“ ‘DTLAPIDATED’ HOUSING HERE, BUREAU CLAIMS 


“According to a 21-page Bureau of Census report checking some 46,565 
occupied units of housing in Springfield, 1,374, or 3 percent, have no private baths 
and 1,872, or 4 percent, have no running water. 

“A heavily populated area bounded by Arch and Bancroft Streets on the 
north, Fremont and Central Streets on the south, and between Columbus and 
i Birnie Avenues and Chestnut and Maple Streets, contains over 700 units without 
running water or being otherwise dilapidated. 

“Two other areas in the city, that in the square enclosed by State Street, 

Walnut Street, Hickory Street, and the New Haven Railroad tracks, which has 

some 233 units, are described as ‘dilapidated,’ and another area bordered by 

a the Connecticut River, Columbus Avenue between Union and Margaret Streets, 
contains 144 units which have neither running water nor private bath. 

“Of the total of 46,565 units checked, however, 93 percent were classified as 
i ‘not dilapidated’ and as having private baths and running water.” 

Under date of March 10, 1954, the Springfield Housing Authority wrote me 
as follows: 

“In June 1953, the Springfield Housing Authority notified the tenants at 
Riverview Apartments, Brunton Apartments, Patriot Corners, and Chapman 
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Court, a total of 469 families, to vacate their apartments by June 1954. These 
temporary housing developments have been in use much longer than was 
originally intended and are rapidly deteriorating. No new tenants have been 
admitted since that time and to date, the apartments are more than 50 percent 
vacated. Some of the tenants of higher income have bought homes or found 
rents, and the authority has transferred as many families of veterans as possible 
to permanent housing in the State-aided housing under their management. 
Many of the remaining families have incomes too low to permit the purchase of 
homes or to pay high rents. 

“In March 1952, the authority made a survey of the 1,300 families housed in 
developments under their management and found that 69 percent of the familics 
would be eligible for low-income housing. Today this percentage may be in- 
creased as the families of higher incomes who can afford to pay higher rents, 
or to purchase homes, have done so. 

“Springfield has no Federal low-rent housing program. Springfield’s public 
housing consists of temporary housing, now in the process of being vacated and 
demolished; Lucy Mallary Village, housing built for World War IIL warworkers 
and to be sold by the Public Housing Administration by June 30, 1954; and their 
State-aided developments for servicemen and World War II veterans with 
incomes not exceeding $3,650. In this latter housing, we take as many low- 
income families as possible, but we are limited as we must attain an average 
rent of approximately $40. 

“Our registration office has on file from 150 to 200 active applications from 
veterans eligible for housing in the State-aided developments. These applicants 
are servicemen and veterans of World War II. As we do not have housing for 
nonveterans or veterans of World War I, we have no record for the need in 
the city for these categories, but we do get many reqeusts from World War | 
veterans and many nonveterans who we are unable to provide housing for, at 
the present time. 

“The Springfield Housing Authority is contemplating getting some single 
homes built under chapter 372 if money will be available within a reasonable 
time. An application has been filed under chapter 668 which provides housing 
for the aged—over 65. With the present appropriation of the Commonwealth 
of Massachusetts, we would be lucky to be allocated 30 units. A recent survey 
indicates that in this category alone, Springfield could use between 300 and 400 
units.” 

The Western Massachusetts Industrial. Union Council has concerned itseif 
with the basic problem to the extent of having movies taken of the substandard 
areas in our city. These films were shown to city council and to every civic 
group that was willing to take the time to see this record of actual and existing 
conditions. 

Housing conditions in nearby industrial cities such as Holyoke, Mass., are 
probably even more serious than in Springfield. 

We wish to urge that Congress tackle this whole problem with a determination 
and courage that these tragic and shameful conditions require. 





ST. LOUIS, MO. 


The city of St. Louis in an official pamphlet on blighted neighborhoods says: 
“More than 100,000 dwelling units are in such neighborhoods. They occupy 
about 27 percent of the area of St. Louis. About half of the people of St. Louis 
live there.” 

The 1950 census showed 93,105 substandard dwelling units in the city— 
64,029 substandard homes occupied by white families; 29,416 substandard homes 
occupied by colored families. 

St. Louis Housing Authority has on file processed applications from about 
8,000 families. According to census data it may be presumed that of those now 
living in tenant-oceupied substandard dwellings, some 13,000 families would be 
eligible for public housing. 

Public housing units now occupied—1,361 units for white families; 658 units 
for colored families. 

Public housing units under construction—1,132.units for white; 1,736 units 
for colored. ‘ 

Public housing units contracted for—1,204 units for white; 1,668 units for 
colored. 6 hy 
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The city of St. Louis says: “We are paying (for slums) today with high cost 
of police, fire, health, and similar services. In many neighborhoods the cost 
of such services exceeds the tax return. Continuation of this trend will ulti- 
mately bankrupt the city.” 





ST. PAUL, MINN. 


Submitted by Carl Hennemann, Chairman, Community Affairs Committee, 
St. Paul Industrial Union Council 


There are approximately 18,012 substandard or slum dwellings in this com 
munity. This is about 19.8 percent or nearly one-fifth of the dwellings. by 
substandard we mean dwelling units that lack private bath, any bath, or where 
the dwelling is in a generally dilapidated condition. 

The number of pending apparently eligible tenant applications for low-rent 
housing on file is 273. 

Prices of new housing in this city, St. Paul, Minn,, range from $10,000 plus to 
$50,000 to $60,000 plus. Actually, there are very few $10,00 units in production. 
There are some in the $12,500 and $13,500 categories and this is actually cop 
sidered low-cost single-unit housing. The bulk of the building is probably in 
the $18,000, $22,000, $24,000 brackets. (Buyers of this kind of home bought 
the $7,500 and $8,500 homes 25 years ago.) 

There is some private-rental housing for middle-income families but it is 
limited; children are not. welcomed with any enthusiasm; neighborhoods are 
only fair and the rents charged should guarantee better living conditions. The 
working father is obliged to pay too high rent in too poor a neighborhood for 
the effort he puts forth and the job he is trying to do with his children. 

The rehousing office of the housing authority in visiting families in the two 
redevelopment areas in St. Paul have found that overcrowding and “sharing” 
bathrooms are the two most obvious causes of substandard housing in the areas. 
For example: A 4-room dwelling consisting of living room, dining room, 1 bed- 
room, and kitchen (plus bath) would be ideal for 2 persons. But put a family 
of 6 (4 children and 2 parents) in it and the bedroom and living room are both 
used for sleeping purposes with a couch appearing in the dining room. 

In such quarters it is difficult for the most competent homemaker to maintain 
order, to keep any space for comfortable family living and growth. Family 
hospitality is dropped; children are sent outside the home for their recreation : 
all the eating is done in the crowded kitchen; reading and studying are done 
in improper light and with neither quiet nor privacy. 


Ten Case StTupies 


Here are 10 cases, selected at random, from the records of a family assistant 
who visited homes in the western area of the St. Paul redevelopment area. The 
visits were made within 3 weeks—not over a long period. The information was 
obtained from families interviewed about their rehousing plans and needs. The 
10 cases herewith could be 40. The people in this group were in need of help in 
finding low-rent housing or middle-cost housing. Any street in any slum area is 
populated by family groups like these. In other words, these are average run-of- 
the-mill families living along these shabby streets, These people are not 
freaks; they are not unusual or decadent; they are what you find in a middle- 
size city as you go from door to door in a slum or semislum area. 


FIVE CHILDREN IN FAMILY 


A 24-year-old man with a 22-year-old wife and 5 small children, live in 3 ill- 
lighted, badly smelling rooms in a 70-year-old dwelling. A fourth room is shut 
off because it is impossible to heat. He works on a night cleanup crew in a 
south St. Paul packinghouse; makes a little over $4,000 annually, and is ineligi- 
ble because of this income for low-rent public housing. When he had to choose 
between glass for broken windows or oil for a space heater, he put cardboard in 
the windows and bought the oil. The landlord refused to put in the glass; 
refused to clean up dingy walls and floors although the rent is $40. The children 
are, bathed in a washtub in the kitchen; the father showers at the packing 
plant; the mother takes baths at a relative’s when she visits there. A billboard 
shuts out the light on one side of the house; partially obstructs the side door. 
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EIGHTY-FOUR-YEAR-OLD WOMAN 


An 84-year-old woman lives in a garret-like second floor of a small house. 
Her token rent is $10 a month. She reaches the three small rooms by climbing up 
a steep stairway which is not lighted. It is the only entrance or exit; she carries 
coal and oil up the steps; she supplements the heat by burning gas—the cooking 
burners and the oven—on a cold day. Temperature in the kitchen is in the 
sixties then; the bedroom is icy cold; the air terrible. She has no bath. 


NINETEEN-YEAR-OLD MOTHER WITH 3 CHILDREN 


A 19-year-old Negro mother with 8 children (husband missing) lives in 4 
second-floor rooms in a tenement building. Her washing machine is in the 
dingy kitchen which has an old-fashioned, small sink. She heats water in pails 
on the gas stove, carries it to the washing machine hot while the children play 
under her feet in the kitchen. The floor is uncovered, worn thin and she might 
easily stumble with the pails of water. She hangs the clothes in one of the apart- 
ment rooms because the back porch is rickety, the back steps wooden and steep. 
In this case the other neighbors in the building are older, rougher characters and 
her small children hear them fighting, bickering, and partying through the thin, 
cracked walls. The building has probably paid for itself 10 times in cheap 
rents. Nothing has been done to improve it since it was built. The original 
plumbing is in it. 


SICK WIFE—-FOUR CHILDREN 


A working man and his wife (she has been ill with ailments that are partly 
the result of depression and anxiety) and 4 children live in a barnlike old 
house of 8 rooms for which they pay $25 a month. They have a heavy quilted 
blanket hanging over the bathroom door (the room is located right at the end 
cf the entrance hall) to try to keep the cold air from the hall and stairway 
out of it. There is no heat in the room at all and taking a bath in the winter 
months is almost an impossibility. Three stoves are used to heat the rooms. 
The cost of fuel is twice as much as rent in the winter months. Clothes are 
dried in the dining area on lines strung over a coal stove. The father’s income 
is about $5,000 but they have not been able to find a home in their rent-paying 
bracket for 4 children. 


EIGHT CHILDREN 


Mrs. David 8S. has 8 clean, healthy, well-behaved children. Her husband is 
a responsible truck driver getting $4,600 a year. The children are 2 boys, 18 
months and 9 years; the 6 girls are 18, 17, 16, 13, 11, and 7 years. Mrs. S.’s 
ambition in life is to some day have a parlor or sitting room with no beds in 
it. Now she is living in four rooms. All of them have beds in them but the 
small kitchen. There are no clothes closets so as she irons the children’s clothes, 
which she washes in the kitchen where she feeds the family and where the chil- 
dren study, she hangs them on the doorframes between the rooms on hangers. 
The various kids have assigned doorways where their clothes are hung. This 
family of 10 good, clean people share a bathroom on the second floor with a 
family of 4 other persons. Fourteen people are using that bathroom—10 of 
them children. The house was originally a 3-bedroom home probably intended 
to house a family of 5 or 6 persons. The rent is $30 a month; the heating bill 
$20 to $25 for 6 months of the year. The problem: a big enough house with 
bedroom facilities for all these children. There are just none available if Mr. 
S. is going to continue feeding his family. There is no possibility of the family 
saving even $500 for a downpayment on a house. 


STAIRWAY ONLY PLAY SPACE 


Four children, 3 boys and a girl all under 5 years of age, have a steep, wooden, 
back, outside stairway for a playground. The children and their mother go 
out on this outside stairway and play a couple of hours every sunny day. Inside 
are 3 small rooms, beds in 2 of them—a very small kitchen. The rent is $30, 
utilities $8, heat from $15 to $30 a month, 6 months of the year. The mother 
takes the children out onto the open stairway to play se that they will;get 
some air, get out of those bed-crammed rooms. There is no place for them to 
play in the dirty, can-filled yard below—no enclosed space where they can be 
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watched on the ground. The mother must be with them every minute they 
are outside. She washes on the second floor, carries her clothes down some- 
times to hang them outside. She’s happy that the family has a tiny bathroom 
to themselves. The father is a packinghouse worker. He has not been able to 
work full time. 


EIGHT PERSONS IN FOUR ROOMS 


Eight persons—father, mother, and 6 young children—live in the upstairs 
4 rooms of an old house for which they pay $82.50 a month. The father’s 
income last year was about $3,300. AlLof the rooms. are slept in; the front door 
is reached by climbing a stairway steep as a ladder and unlighted; plaster is 
falling off the walls; heat costs $1 a day and 1 member of the family carries up 
oil in a 5-gallon can each day because there are no oil drums for storing it; 
never enough money to actually put in a supply. The doors opens onto the pitch- 
ing stairway down which anyone might plunge if a foot slipped on the top step. 


PIPES FREEZE—-NO WATER 


An 80-year-old man lives in a house which was apparently part of a store buil4- 
ing moved onto half of the owner’s home lot. He pays $15 a month for 3 aingy, 
dirty rooms, oil-stove heated. When the pipes froze in a winter month, the 
water was turned off and drinking water was carried in to him by a neighbor. 
There was no running water to flush the toilet or for bathing or washing purposes. 
This condition has gone on for a long time. 


“SEW THEMSELVES INTO HOUSES” 


Many families “sew themselves into their houses” for the winter. Front doors 
are barricaded with storm doors nailed shut. Windows are lined with paper 
in pathetic attempts to slow down the wind. As a result, light and ventilation 
is cut; if fire started, there would be only the back door, also barricaded with 
a heavy wooden storm door, for an exit. 


WOMEN DO HOUSEWORK IN WINTER COATS 


Many families live in homes where there are holes in the floor; rickety old 
steps leading to rooms occupied by old people; steps with no hand railings; dark, 
long halls piled with stored furniture. Children make winter playgrounds of 
these evil-ventilated, evil-smelling stairway wells. Lots of older women do their 
housework wearing their winter coats, 


TOLEDO, OHIO 


Submitted by Howard H. Redigo, Executive Secretary, Toledo Industrial Union 
Council 


The urban area of Toledo includes some 385,000 persons. 

The 1950 census showed 12,815 substandard dwellings; 5,415 of these were 
owner occupied and 7,400 were occupied by renters. 

In addition, there were 2,560 dilapidated dwellings, according to the census. 

What the Housing and Urban Redevelopment Commission of Toledo says in 
a recent report on the blight and slums of Toledo is, we believe, a very accurate 
description of conditions which are typical of most cities of our size throughout 
the middlewest section of the United States. We quote: 

“The blight and slum in Toledo is not generally of the most spectacular or 
dramatic variety. We do not find block after block, after block, of the highly 
congested tenements such as may be found in those eastern and European 
cities which had tremendous expansion of population before developments in 
mass transportation enabled the city’s lateral expansion to keep up with popu- 
lation pressure. Nor do we find wide areas of jerry building such as may be 
found in towns whose growth came as a series of booms with great possibilities 
for exploitation and little control of standards. Nor again do we find great con- 
centrations of niakeshift shacks such as occur where. there is large marginal or 
transient employment. Though all three of these types of blight can be found 
without difficulty, Toledo’s main problems lie in the decay, neglect, and obso- 
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lescence of areas which originally came up to the standards of their day and 
which in their design, arrangement, and construction of buildings, and amenities 
were substantially the same as other areas which are still sound today and 
which have good life expectancy. 

“Toledo’s blight is not, for the most part, the result of improper original con- 
struction, but rather is due to the impact of external factors over a long period 
of time. These external factors contributing to blight may be the presence of 
incompatible land uses, congestion brought on by the unmet need for additional 
housing facilities, the noise, hazard and inconvenience of increased traffic, or any 
of many others. Because of this, instead of being concentrated in compact 
areas, the blight is scattered rather widely in accordance with the pattern of 
occurrence of these external factors.” 


COMMUNITY RELATIONS AND HOUSING IN TOLEDO 


In presenting these facts about housing in Toledo, Ohio, to the Senate Com 
mittee on Banking and Currency, we take this occasion to quote certain Nassaves 
from a remarkable report recently issued by the Board of Community Relations 
of Toledo. This report entitled “Community Relations and Housing in Toledo,” 
deals especially with the problem of the Negro in this city. The report, how- 
ever, is so thorough and searching and throws so much light on the general 
problem of housing in the city that we herewith append several pertinent se 
tions: 

“Whatever the person’s race, creed, or national origin, there is no more cher- 
ished American ideal than that of a decent, wholesome, and stable family life. 
Only out of such an environment can the human personality develop and grow 
without fear or uncertainty or cynicism. To deprive persons of the opportunity 
to enjoy the fruits of their labor, to deny persons the opportunity to freely buy 
or occupy property, to restrict or limit in any way a person’s choice of a home 
within his means is to withhold the greatest American birthright—individual 
liberty. 

“Today, we in the city of Toledo are faced with this challenge—that of find- 
ing a better solution to our citizens’ housing needs, based not only on sheer 
quantitative improvement, though all agree this is necessary, but one that 
will provide greater access to and equality of opportunity in the housing market 
for all our people. 

“Animosities and misunderstandings between the many religions, national- 
ities and racial groupings, which make up our communities, have frequently been 
disruptive and disastrous. Our trials, in quest of democracy, have extended 
from a bloody civil war to anonymous derisive epithets scrawled at night on the 
tombstones of Catholic and Jewish cemeteries, Nor have such attitudes and 
feelings of antagonism been confined to a single region or group or economic 
class. In our short history we have witnessed outbursts against virtually 
every group, every creed, every race. 

“Regrettably, we have permitted the development of housing practices which 
are the genesis of much of our present community misunderstanding between 
racial, religious and nationality groups. The continuation of a housing mar- 
ket, controlled as to race and religion, producing as it has patterns of segrega- 
tion, economic inequality, and arbitrary social distance, will undeniably make 
our problems of community relations more acute in the days ahead. 


“HOUSING NEEDS AND COMMUNITY RELATIONS 


“What are the facts? How are housing needs being met now? Are there 
restrictive practices in the housing market and, if so, what is their effect not 
only on opportunities for decent family living but on the health of the ‘free en- 
terprise’ housing market? 


“Housing distribution by race 


“In 1950, there were 91,864 dwelling units in the city of Toledo. This total 
represented an increase of 9,257 over the 1940 census dwelling-unit total of 
82,607. Of this total in 1950, 90,393 were occupied dwellings, while in 1940 there 
were 79,341 occupied units. This represents an 11 percent increase in the num 
ber of dwelling units, and a 13.9 percent increase in the number of occupied 
dwelling units. How was this increase in housing supply being distributed 
by race? The answer to this question, by standard, is disappointing. 

“In 1940 there were 3,785 dwelling units (or 4.8 percent of the total), occupied 
by nonwhite persons in the city of Toledo. In 1950 there were 5,564 dwelling 
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units (or 6.2 percent of the total), occupied by nonwhite persons. This repre- 
sents an increase in supply of 47 percent. But this is not the full story. Be- 
tween 1940 and 1950 the number of white persons needing housing increased by 
4 percent while the supply of occupied housing increased 12.2 percent. This 
indicates a substantial improvement in the supply of housing available for white 
occupancy. In the same period, between 1940 and 1950, the number of nonwhite 
citizens seeking housing in Toledo increased by 71.7 percent while the supply of 
occupied housing was increasing by only 47 percent. Thus it is clear that while 
the housing opportunities for Toledo's white citizens were improving, they were 
becoming progressively worse for our nonwhite citizens. 
“Overcrowding and substandard occupancy 

“While the overall distribution percentages are disappointing, we find an even 
more discouraging picture when we examine the extent of overcrowding and 
substandard occupancy. Between 1940 and 1950 the number of white persons 
per occupied dwelling unit declined from 3.54 persons to 3.28 persons. While 
the number of nonwhite persons per occupied dwelling increased from 3.9 persons 
to 4.5 persons. 


“Distribution of new construction for sale or rent 

“The extent or percentage proportion of overcrowding and substandard occu- 
pancy is net only much greater among nonwhite citizens but this situation has 
been getting progressively worse. 

“In the decade between 1940 and 1950 the Commission of Inspection for the 
City of Toledo reports an increase of 6,089 newly constructed family living 
units. Im 1951 an additional 1,149 units were constructed and it is estimated 
that approximately 1,100 units will be constructed this year. This will bring 
the 12-year construction total of 8,338 family units. Of this number it has been 
reliably estimated that fewer than 40 new units were made available for sale to 
nonwhite families. No new rental properties, exclusive of public housing units, 
were available for nonwhite occupancy. Exclusive of public housing, therefore, 
the private construction industry has made available less than one-half of 1 
percent of its output within the city of Toledo for occupancy by nonwhite persons 
in the last 12 years. 

“Increase in supply from existing housing 

“Lacking available new construction, the bulk of the 10,000 persons represent- 
ing the increase in population growth of the nonwhite group have been forced 
to find housing facilities in the used housing market. Of the 1,837 additional 
dwelling units occupied by nonwhite persons, 9914 percent resulted either from 
the conversion and subdivision of units previously occupied by nonwhite persons, 
or from the transferral of older property from white to nonwhite occupancy. 

“Thus, from a description of these general practices emerges a s.tuation in 
which restriction, inequality and limitation of opportunity constitute the fabric 
of the housing market as it is known to our nonwhite citizens. When we hold 
the myths of property devaluation and slum-living, frequently associated with 
Negroes and other nonwhite persons—when we hold these myths up to this 
picture of inequality of opportunity and economic injustice, it is plain that, 
if they exist at all, they are the creatures of our failure to comprehend the 
necessity to provide a free and open housing market, without arbitrary restric- 
tions to race, nationality or religion. Abnormally high monthly payments grow- 
ing out of short-term mortgages and contracts will inevitably produce doubling 
up of families and the illegal, subdivision of property for the purpose of meet- 
ing these payments. The persistent overuse of property in this manner will in- 
evitably produce the blight and slums that will later require costly rehabilita- 
tion and redevelopment. The unscrupulous and exploitive practice of concen- 
trated selling within designated areas frequently results in artificially affecting 
property values. There is ample evidence to indicate that the long-term record 
of Negro homeowners in numerous communities throughout the country is com- 
parable to that of white home buyers and, in view of the frequent occupancy of 
Negro families in older section, has even resulted in the appreciation of property 
values. 

“The question might well be asked, ‘Why has the private building industry 
failed to meet the obvious need? If Negro families can somehow manage to 
acquire nearly 1,000 used homes, under disadvantageous financial terms, what 
justification is there for denying these eager purchasers access to that part of the 
market offering the best advantages, 20- to 25-year FHA mortgages, 4% percent 
interest, lower monthly payments, stable value factors in the physical environ- 
ment. 
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“PUBLIC HOUSING AND URBAN REDEVELOPMENT 


“No appraisal of housing and community relations in Toledo would be com- 
plete without an appraisal of the impact of public housing and urban redevelop- 
ment. 

“The permanent public housing now existing in Toledo constitutes a negligible 
part of the total housing supply ; it comprises only 1% percent of the total within 
the city and is an even smaller part of the housing available within the urban 
area. Even if the full 1,500 units which the Toledo Metropolitan Housing 
Authority had hoped to build in the next 6 years were,constructed, they would 
not bring the proportion of public housing to much more than 2 percent of the 
total. 

“The significance of this limited and small amount of public housing lies in its 
relation to submarket families and to urban redevelopment. The elimination of 
obsolete and hazardous housing and the relocation of families presently occupy- 
ing such dilapidated structures is a difficult, if not impossible, task without the 
availability of housing into which such families may be moved. Experience has 
demonstrated, and local surveys by the housing and urban redevolpment com- 
mission are expected to support the finding, that at least a third of the more than 
1,800 families living in the 3 potential urban redevelopment areas presently under 
consideration by the housing and urban redevelopment commission will not have 
incomes above the very low State statutory limitations for public housing in Ohio, 
Provision for the relocation of these submarket families will be aggravated by the 
fact that 80 percent or more of these families are nonwhite. In addition, of 
course, the relocation needs of those families who”are not eligible for public 
housing will place a heavy responsibility on the private housing market. The 
utilization of existing public housing unit vacancies as they occur, for relocation, 
without any increase in public housing, would very likely require a longer period 
of time than would be feasible for any redevelopment program. Accordingly, 
redevelopment and rehabilitation without provision for some additional public 
housing is regarded by every expert in the field as a virtual impossibility. 

“In addition, an examination of the ability of the Toledo Metropolitan Housing 
Authority to meet the present needs of Toledo’s submarket families reveals im- 
portant facts bearing on community relations. At the present time in Toledo 
there are 1,489 permanent public-housing units in 7 projects, where a process of 
tenant integration is now being gradually offered. There are now no all-Negro 
or all-white housing projects in this city. 

“With regard specifically to urban redevelopment, the impact of this -program 
affecting some 1,800 families, approximately SO percent of which are nonwhite, 
can readily be seen. As we have indicated, it appears that only one-third of the 
families involved will have incomes sufficiently low to make them eligible for 
public housing. The remaining 1,150 families must be provided for in the private- 
housing market. In view of the inability of the private-housing industry to keep 
pace with the current needs of Toledo’s nonwhite families, the imminent neces- 
sity of expanding the housing supply for nonwhite families may well become one 
of the most crucial problems facing our community as this program progresses. 


“CONCLUSIONS 


“Authoritative population pred'ctions indicate further radical population 
growth for Toledo in the next 30 years. Again following national trends, the 
nonwhite ponulation may well triple in size during this period. (The nonwhite 
population has increased fivefold in the past 30 years.) 

“While housing opportunities for our white families have been improving in 
the past 12 years, they have been becoming progressively worse for our nonwpite 
families. This may be seen in the fact that the number of white persons per unit 
declined from 3.54 persons to 3.28 persons, while the number of nonwhite persons 
per unit increased from 3.9 persons to 4.5 persons. It may also be seen in the 
fact that 20 percent of the dwelling units occupied by nonwhite families were 
substandard in 1950, while only 10 percent of the dwelling units occupied by 
white citizens were substandard. 

“Policies and practices of racial restriction dominate the new housing market. 
Less than one-half of 1 percent of the new housing output in Toledo in the past 12 
years has been available for sale to nonwhite families. 

“The used housing market does not offer equal opportunity of access to all. 
Nonwhite families are able to participate only in a restricted part of the market. 
Even their participation in this restricted market is afforded on a disadvantage- 
ous and unequal financial basis. 
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“The restrictive practices current in the private housing market are resulting 
in over use of property which will inevitably produce blight and slums that will 
require rehabilitation and redevelopment, in overcrowding, thus seriously aggra- 
vating the social welfare problems of our community, and in the perpetuation of 
racial misunderstanding. 

“Lack of additional public housing in Toledo will make redevelopment an 
extremely difficult if not impossible task, 

“The impact of urban redevelopment on community relations tnay be seen in 
the fact that 80 percent of the 1,800 families involved are nonwhite, two-thirds 
of which will require decent, safe and sanitary private housing. 

“Thus, the preeminent conclusion to be drawn from this survey is the necessity 
of expanding the supply of housing available without restrictions as to race, 
creed, or national origin. A positive program designed to meet th‘s need must be 
undertaken if we are to avoid the greatly intensified problems of intergroup re- 
lations which will grow inevitably out of overcrowding and of frustration and bit- 
terness in the fact of denial of equal opportunity.” 

The Toledo Housing Authority operates 1,439 permanent low-rent public hous- 
ing units. 

The authority has some 600 applications on file for additional units, but there 
appears to be no practical possibility of providing such units unless Federal 
legislation is enacted. 

Despite the pressure for additional housing for lower- and middle-income 
groups, the supply is still becoming smaller since some homes are being demolished 
to make way for new public improvements. It is a glaring fact that, while 
theoretically some housing has been provided for these displaced families, the 
rentals which are charged in the new units makes it impossible for workers or low- 
income families who were evicted to buy or rent the new units. 

New: rental /howsing built im the postwar period is practically all above $75 a 
month which, ‘of’ course, precludes occupancy by the great majority of wage 
earners. 


TRENTON, N. J. 


Submitted by Charles Kovacs, president Central Jersey Industry Union Council 


The CIO in Trenton has served actively as a member of the housing advisory 
committee to the city health department. This committee, composed of a 
thoroughly representative cross-section and generally well-qualified group of 
citizens has assisted in the preparation of a report on housing conditions in the 
city which was forwarded in November 1953 over the signature of the mayor 
to the Housing and Home Finance Agency in Washington, D. C. 

In transmitting this report the mayor, Donald J. Connolly, said in part: 

“Trenton is now in the midst of a program to clean up its slum areas. Recog- 
nizing the deplorable state into which much of Trenton’s former fine, residential 
areas had sunk, the city fathers of this community of 130,000 decided in August 
of 1951 that immediate action was necessary if the conditions were to be remedied. 

“Under this 1951 ordinance, the city decided to abandon the usual policy of let- 
ter writing, notices, and oral persuasion, which in the past had failed to get co- 
operation from reluctant landlords, and to adopt a ‘get tough’ policy. The result 
has been good in that such landlords do seem to understand the force of law 
when a summons is handed to them. 

“It is apparent that rigid enforcement will inflict pain and hardship on not 
only the landlords, but the tenants, and that the scars of the operation will remain 
for a longtime. Such a course, however, is ultimately bound to bring a healthier 
environment for everyone concerned. 

“As a second step in Trenton’s attack on good enforcement, the city adopted, 
in November of 1952, a resolution creating a housing advisory committee to the 
city’s health department. In the resolution it was flatly admitted that there 
exists in the city of Trenton dwellings that are unsanitary, unsafe, and unfit for 
human habitation. It was recognized that when persons are forced to occupy 
overcrowded and congested accommodations, there follows an increase in the 
spread of disease and crime, with consequent menace to health, safety, and 
morals. 

“On December 12, 1952, further power and authority were given to the health 
officer when the city adopted an ordinance patterned after standards of the 
American Public Health Association—an ordinance that contains clear-cut defi- 
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nitions as well as (@) regulations pertaining to inspections for and enforcement of 
minimum standards for light and ventilation; (b) general requirements relat- 
ing to the safe and sanitary maintenance of parts of dwellings and dwelling units: 
and (¢) a statement of penalties. 

“Trenton thus recognized that a blighted area in any city is expensive and un- 
healthy. Substandard living conditions require extra police, more public assist- 
ance and high health and welfare expenditures. 

“In Trenton today, the emphasis is on housing. The commissioners of this 
city know that if Trenton is to be saved from becoming an extensively blighted 
area, we must be realistic and realize that our slum neighborhood are being en- 
larged and that effective methods of control must be instituted. Current indus 
trial development is producing overcrowding which is the core of the slum 
problem. 

“We hope that the outgrowth of our campaign will be suitable housing for 
all citizens of our municipality. We hope to encourage private enterprise to 
provide more low- and medium-cost housing. It is our hope to be able to 
develop positive programs that will make slum replacement attractive to private 
enterprise. But if private enterprise does not meet the problem, there will 
be a continuous and enlarged need for public housing action in Trenton. 

“We, in Trenton, are aware that the blight of slums has been spreading. Our 
program is an attempt, in part, to reverse the trend. This city is convinced 
that vigorous enforcement, with emphasis on rehabilitating old housing that 
still has a useful life, is the one and only answer that will save our city from 
becoming a squalid, run-down town. Our study, thus far, has brought to light 
many substandard illegal dwellings that are firetraps.” 

The city health officers and building officers who make the survéys which 
are described in detail in the report to which Mayor Connolly refers, set forth 
in considerable detail the number and extent of slum conditions which were 
revealed. In every substandard housing area that was studied it was found 
that crime, juvenile delinquency, and disease were much higher than in the areas 
where housing was better and the surroundings less squalid. While those facts 
should surprise no one who has any knowledge of city living, it is useful and 
important to have such expert and forceful confirmation of this basic fact. 

The Trenton Industrial Union Council wishes to go on record as urging a 
much expanded public-housing program as the only feasible means yet devised 
for correcting conditions such as the report of our housing advisory commission 
reveals, 


GREATER HARTFORD, CONN. 


Submitted by Stig Lindholtz, chairman, housing committee, Greater Hartford 
(Conn.) Industrial Union Council 


The 1950 census shows over 6,400 units of substandard housing in the Hartford 
area. This condition has grown worse and not better since the census takers 
made this survey. 

The Hartford Housing Authority manages some 2,500 units of low-rent public 
housing. No new units are under construction. There are now on file with the 
authority, applications for almost 500 units of low-rent public housing. Of 
these 500 applications almost a hundred are from families (or subfamilies) who 
are now living doubled up. 

Even in the face of this data, the Hartford Housing Authority feels there 
is no need for additional low-rent public housing in Hartford. The CIO feels 
strongly that the elementary facts of the situation show that the position of the 
Housing Authority is utterly inexplicable. Clearly there is a crying and urgent 
need for more public housing on the basis of evidence which the authority itself 
acknowledges. 

The Greater Hartford Council on the basis of its own careful study of the living 
conditions of its many thousands of members in this important industrial area 
where many highly critical defense contracts are the basis of our total employ- 
ment, that there is a severe housing shortage in this community. Families whose 
breadwinners are earning the best factory wage paid in the area are up against 
this housing problem along with the lower-income families who are now living 
in the slums. The average cost of housing now available through private indus- 
try is too high for any but a very small fraction of our membership. 
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We in Hartford most emphatically endorse the criticism which has been made 
by national CIO of the provisions of the administration's housing bill. We just 
cannot see where this legislation will cause more housing to be built either for 
sale or rent at a price the average industrial worker can afford. We strongly 
urge an extended program of housing for both low-income and middle-income 
families at prices within the actual limits of the wages these families earn 

We protest with all the vehemence at our command the complacence which has 
peen evidenced both in our own city and in Congress in the face of continuing 
slum conditions. This is an evil which is eating at the heart of our econom) 
It must be checked by prompt and vigorous action of the United States Congress 


DENVER, COLO. 


Submitted by William T. Butler, secretary-treasurer, Colorado Industrial Union 
Council 


The information which I am presenting herewith has come from the Denver 
Metropolitan Area Housing Authority, the research department of the University 
of Denver, the Building Inspection Department of the City and County of Denver, 
and the local FHA office, and is supported by the practical experience and first- 
hand knowledge of hundreds of local union officers in Denver and vicinity. 

There are at the present time 33,000 substandard or slum dwelling units in the 
Denver area. 

Five thousand slum units have been demolished since 1949. As compared to 
this figure, the Denver Housing Authority has constructed 2,000 low income units 
since 1949. 

The city and county of Denver, by police action has ordered 197 structures, 
involving 366 dwelling units, be repaired or torn down in 1954, and also required 
by legal action 1,700 substandard units be put in livable condition. 

In excess of 10,000 homes are scheduled for demolition under the urban 
redevelopment program. 

There are more than 1,000 applications now on file for low-income housing. 
Statistics show that approximately 14,000 Denver families cannot afford to pay 
rent for standard housing. 

It is the consensus of all agencies and informed citizens that there is a great 
shortage of housing units in the Denver metropolitan area in the price range 
which would make it possible for persons in the low income groups. There is a 
great need for rental units between $45 and $64 per month. There is a very 
great shortage of rental housing for middle income families in areas where 
workers want to live. 

It is the consensus of public housing officials and others that the overcrowding 
and doubling up in many areas has not been lessened by the building of 2,000 
housing units. 

The CIO in Denver is deeply appreciative of the good work that has been 
done by the city and county officials and by the Denver Housing Authority to 
grapple with the critical and pressing housing problem of our citizens, 

But what has been accomplished is very little in comparison with what re- 
mains to be done both in the field of slum clearance and in the way of providing 
housing for middle income families, 

The Denver Industrial Union Council urges all Members of Congress to face 
up to this terrific problem of bad and insufficient housing which is the greatest 
single factor in creating bad living conditions for a great section of our popula- 
tion. 

We ask for a public housing program of not less than 200,000 units per year. 
We ask for adequate funds for urban redevelopment efforts. And finally, we 
insist that there must be a really big and bold program of Government financing 
and other Government aids to make possible for middle income families to buy 
or rent homes within their means. These homes must be of good quality and 
suitably located so as to add to the appearance, the convenience and the economic 
and social health of our community. 

There is nothing more important, we believe, than the immediate enactment 
of a practical but large scale measure which will realize decent and pleasant 
homes for the great body of American working people who now live in bad 
neighborhoods, in crowded quarters or who are forced to pay out more for 
shelter than their income warrants. 
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The Cramman. Gentlemen, are there any questions? 

I want to say that your report is certainly clear. It says what you 
mean, and I know you mean what you say. I don’t know whether 
we can do everything you are recommending or not. I will put it 
this way: I don’t know whether we should, and if we should, I don’t 
know whether we could, and further, I don’t know whether it would 
all work in practice, or not, but it is certainly stated well. At least 
you know what you want. 

Mr. Fiscuer. I wonder if I could make a brief comment on Mr. 
Summer’s dissertation? We have been getting confused and I am 
sure you have, in the last few week as to the purpose of section 221. 

The administration says this was to take care of people served by 
public housing, and then it said it could not successfully do so. Vari- 
ous witnesses, here, especially in the House, have indicated that it 
either can or cannot. 

I think special attention ought to be paid to exhibit 8, on page 4, 
of the Advisory Committee’s report, in which FHA was good enough 
to set forth how section 221 would actually work out. I refer to 
page 94. 

If we were to assume the continuation of a $7,000 limit, as con- 
tained in the proposed legislation, and we were to use the formula 
that 20 percent of income is the maximum or the norm that should 
be spent by a family as a basis for a sound program on housing, 
I think you will find that you would have to have a family with a 
$3.700 income, annually, in order to meet the costs of housing, on 
a $7,000 proposition, under the proposed section 221. That is O. K. 
We have no objection to that. 

We don’t think you can get the $7,000 house, but for anyone to sug- 
gest that that kind of program will, in some way, replace or make 
unnecessary public housing, neglects the very bare facts of what the 
public-housing program is ‘for and whom it now serves, and what the 
problems are of the low-income groups, and who they are. 

I know Mr. Summer’s viewpoint. He thinks people should spend 
more than 20 percent on housing. In fact, I have heard him say 35 
percent. Of course, he is in the housing business and I don’t blame 
him for saying people should spend most of their money on housing, 
but it just isn’t a practical concept, and while some people will do at 
some people who can afford Chevrolets buy Buicks—by and large, 
you can’t plan on that basis. Most people are reasonably conserva- 
tive about their financial habits. 

Now, oddly enough, the same group which seems to indicate to you 
gentlemen that public housing can be replaced by section 221 in part, 
also indicate that this limit of $7,000 should be raised to $8,600, and 
if you are talking about an $8,600 house, your costs are going to go up 
to roughly $75 a month, and you at that point will be serving a group 
requiring roughly $4,500 worth of income, and you are far afield 
from any group now being served by public housing, so what you've 
got here is a kind of mixup. 

I would just like to comment for a moment on where this came from. 
I think it will reveal some of the confusion. The President’s Com- 
mittee, as you probably know, was divided into these various subcom- 
mittees. One was an FHA subcommittee, which one can roughly 
characterize as the builder’s committee, and the other was the low- 
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income committee, which was made up of the good people like Mr. 
Thimmes and Mr. Bohn, including a banker and a real-estate man 
and an architect. 

What happened was that this low-income subcommittee tried to 
develop some method of reaching low-income people with private 
housing. 

The definition of “low income” was not the group served by public 
housing, but the people not served by the private housing market, 
because their incomes could not meet the demands and the prices. 

Therefore, a suggestion was made, as I dimly recall, that a $9,000 
yr $10,000 house—that is, up to a $9,000 or $10,000 house—be made 
available on a 40-year mortgage basis with, I believe, a 95-percent 
loan, or some kind of moderate downpayment. That recommendation 
was made to the full committee. The FHA committee took that rec- 
ommendation and dissented sharply from it, and came with a counter- 
recommendation for a $6,000 limit. Their idea was to come forward 
with a program which, they said, would replace the public-housing 
program. I think it is imports int, therefore, to realize this mixed 
background. The original initiative for this kind of liberalized pri- 
vate housing program came from those who were concerned with meet 
ing the above public-housing group market, and demand and need, 
and this thing has now been twisted to the point where it doesn’t do 
anything in particular. 

it is not really cut to the group we were originally talking about, 
and as a practical matter, it is not suited to the ‘publie- -housing group. 
It just can’t operate within the income limits and within the ability 
of the people to pay by the people now served by public housing— 
even if you could overcome the other difficulties; namely, the terrific 
restrictions that are placed on it, and even if you made the changes 
recommended by the home builders, which happen to be in a good 
direction, in our opinion, but you still, at that point, don’t begin to 
have a program which, in any way, replaces the need for public ‘hous- 
ing or fills the need of the group which 1s now served by public housing. 

Somewhere along the line, that ought to become clear. Every once 
in a while someone tries to clear it up and then someone comes along 
and muddies it up. The facts are awfully simple and awfully plain. 

The CuairMan. Well, the only answer to section 221, as you see it, 
then, is longer terms? 

Mr. Fiscuer. If you were talking about building private housing, 
that is good housing, for the group now being served in the main— 
I mean, in the group which, in the main, falls within that public hous- 
ing income category—you would have to talk about a 1 percent inter- 
est. rate and a 70- or 80-year mortgage term. 

Now, we are not suggesting that. We do not really think that, at 
present prices, and with the present state of the industry—we hope 
some day something new will happen, but it is not with us—we don’t 
really think that it is possible for private industry, through any kind 
of private home-building and home-purchasing plan, or private-rental 
plan, to meet the group which has need for and is now served by public 
housing. 

What we are suggesting is that we can and should have a greatly 
expanded private program for the tremendous group that makes too 
much for public housing and too little for the present private housing 
supplied. 
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The Cxarrman. As I have said—and I am sure others have said it 
before me, and I have no pride in the authorship of it, but if we keep 
in mind these three groups of our people in talking about our housing 
legislation and our housing requirements, I think we wouldn’t get so 
confused. I have said, you have that one group, of course, who has 
no income whatsoever. Society, the State, the city or the county, or 
the Federal Government, or somebody, must take care of them. 

Then, you have the second group whose income is very, very low. 
They can afford to pay some rent or they could afford to pay some 
small monthly payment on a house, either a new house or an old 
house. 

Then, you have another group whose income is fairly good—let’s 
say $5,000 or $4,000, and when you say $3,000 or $5,000, a little bit 
depends on the part of the country you live in. If you can walk to 
work and go home to lunch, those are considerations. That is the 
group that pays only so much for rent and so much for monthly pay- 
ments on a house. 

Then you have the other group that doesn’t need any Government 
loan. They don’t need any, at all. 

Mr. Fiscuer. But they get a great deal. 

The Cuatrman. They have been getting it, yes. Ihave no objection 
to their getting it, if the others do. 

If we will keep that in mind, I think we will get less confused. 

Your position is that you can only take care of a man with no in- 
come by some public housing. 

Senator Doveras. You are not right when you say public housing 
is for those with no income. That is almost an impossibility. Prac- | 
tically everyone has some income. 

The Cuatrman. Those who have no income at all and others who 
have very little income and can pay only a small amount. 

Mr. Fiscuer. I wonder if we could point out one other thing which 
we didn’t want to engage in but since this came up this morning, this 
has come forward again. 

The rehabilitation program was put in as a substitute for every- 
thing else in the world. Then Mr. Hollyday and Mr. Cole and 
others—I am sure you heard Mr. Cole talk at the conference you both 
attended, where he placed it in proper context as Mr. Hollyday did. 

It is a good program and doesn’t make anything else unnecessary 
and doesn’t solve more problems than it is actually supposed to solve. 

Again, we hear this morning the resurgence of the concept that 
rehabilitation is going to solve all the problems of humanity. We 
have no objection to this whole rehabilitation program and what has 
been proposed here. Some of it might be perfect and some imperfect, 
but generally speaking it is a good thing. If it is put to the Amer- 
ican people or to the Congress in terms of a program which is some- 
how going to take care of low-income groups or clear the slums, then 
I think there is a gross misrepresentation involved. It is perfectly 
plain, when you spend money on rehabilitating structures which are 
now occupied by low-income groups, and you eliminate the over- 
crowding and all the other conditions which are objectionable, you 
are going to almost inevitably run into greatly increased costs, even 
if your program is physically successful. And if anything, you are 
going to be placing a further hardship and pressure, on your really 
low-income groups. 





(a Me Ce RARER EI et 


> la Le SR 











aid 

keep 
using 
ret s 
O | is 
Y, or 


low, 
some 


L Off 


-let’s 
e bit 
lk to 
3 the 
pay- 


nent 
ti07 


) in- 


sing 
rac 


who 


Lich 
this 


ry 
und 
oth 
lid. 
ary 
lve. 
hat 
We 
has 
ct, 
er- 
ne- 
en 
tly 
ire 
eT’- 
ou 
en 
re 


lly 


HOUSING ACT OF 1954 561 


That doesn’t mean that the program falls. What you do about 
that situation is a complex problem, but one ought not to have any 
illusion that this program is going to make unnecessary or less neces- 
sary public housing, or any of these other things. 

The Cuamman. I think we understand each other on what we 
mean by the three groups here, and I think we understand what we 
mean by the so-called public housing group. 

Your recommendation is 200,000 public housing units a year. How 
do you propose to handle this next group? Deerease the yearly 
payments ¢ 

Mr. Fiscuer. Well, essentially you have to figure out who they 
are, where they are, what the building costs are realistically for good 
structures. We have set forth our ideas as to what they are. 

The Cuarrman. You were specific on that one group which needs 
public housing, as you say, and you recommend 200,000, but you haven't 
told us what to do with this next group. 

Mr. Fiscuer. We think we have to, as a minimum, get hold of 
enough money and enough planning and enough legislative aids to 
get another four or five hundred thousand homes built for this other 
group. 

The CuarrMan. But you haven't told us how to do it yet. 

Mr. Fischer. We are suggesting that that involves essentially the 
Government making av ailable that amount of money. Now, the extent 
to which private investors are willing to do it on terms favorable 
enough to meet the need, that is splendid. 

The CHarMan. Wait a minute, now. I think we both agree that 
people can only pay so much of their income for either rent or pay- 
ments on a house. You have made the point here that there are 
hundreds of thousands of people who cannot meet these 60-, 70-, and 
80-dollar-a-month payments. What is your answer, then, longer 
terms ? 

Mr. Fiscuer. Longer terms and lower rates of interest which we 
think realistically at this time, at least, requires direct Government 
aid. We don’t think it costs the Government any money, because we 
think these things are solvent and that the Government will be re paid 
for everything it puts out. 

The CHamman. In other words, the recommendation, then, 
is longer terms? 

Senator Dove.as. Longer than 40 years? 

Mr. Fiscuer. If longer than 40 years is necessary, longer than 40 
years. If you have good homes, that is not very alarming. I want 
to point out, Senator, that the administration is asking you to make 
available FHA insurance on a 40-year term basis existing housing— 
old housing. That is section 221. It applies to existing houses and not 
only new houses. 

Senator Doveras. That was an ambiguity that I had in my mind 
but never saw cleared up. You say section 221 is not merely for new 
construction but would be for rehabilitation of existing structures / 

Mr. Fiscuer. I don’t want to question anybody’s motives but I will 
say many of the people advocating section 991 have in mind that they 
will use it for existing housing and have no interest in new housing. 
I think its primary purpose is to take care of rehabilitation. Because 
most people iv this business are pretty realistic and they know you are 
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not going to build $7,000 houses that any bank or anybody else is 
going to put a 40-year mortgage on. 

The CHarrman. Gentlemen, we haven’t yet gotten the solution as 
to whether the Government finances them or whether private industry 
does. You recommend here the Government put in $3 billion or 
$5 billion for buying mortgages. 

Mr. Fiscuer. That is right. 

The Cuatraan. Whether the Government buys them or whether 
private industry buys them. doesn’t change the ability of a man to 
pay $50 or $60 or $40 a month. So whether one or the other buys them, 
what are you recommending? Do you recommend longer terms, like, 
say, 50 years? 

Mr. Fiscner. A 50-year mortgage at 21% or 234 percent, it is just 
a matter of mathematics. It requires certain monthly housing costs. 
When you put that on paper you know what you are talking about. 

Senator Doveras. That would mean direct loans. 

Mr. Fiscuer. It would mean direct loans probably for a time. It 
might not mean forever. Of course, we have made $3 billion worth 
of loans through FNMA but we have made those on short terms with 
4.5 percent interest and with some few ways for a guy to make a buck 
out of it so that is all right. We are just suggesting that $3 billion 
or $4 billion worth of direct loans be made if necessary, but they 
should be made in a manner consistent with the needs of the con- 
sumer. 

Mr. Evetman. It has been found that where direct loans are made 
available to veterans, the experience has been that where there is a 
complete paucity to direct veterans’ loans and some money has been 
released that the private industry in that area therefore comes forth 
quickly and provides money on substantially equivalent terms. 

Might I also add, to round out this point, that Mr. Fischer has made, 
that if the industry, the home-building industry were faced once and 
for all with the fact that the Government would put very definite top 
limits on the amount that they would make available for lending for 
home building, that they would develop the technique of mass produc- 
tion and the reduction of the unit cost. They would then learn— 
which the building industry has never yet learned—the way of mak- 
ing satisfactory profits on volume output. I believe that it is quite 
feasible and that the industry has the capacity to do it, if faced with 
the necessity of adjusting to that problem by requirements the Gov- 
ernment would make by the provision of funds. 

The Cuarrman. I can only see one answer to this problem and that 
is longer terms. 

Mr. Fiscuer. And lower interest rates. 

The Cuarrman. Lower interest rates, of course, brings down the 
cost. Naturally, if something is going to cost $6,000 and you want to 
pay at the rate of $40 a month, it is going to take more months than it 
would if it was $5,000. That, frankly, is the weakness of your recom- 
mendation. You don’t come up with anything other than longer terms 
and I don’t see any way to do it other than longer terms. 

Mr. Fiscuer. Why is that a weakness? 

The Cuairman. I don’t know whether Congress wants to do it or 
not and I don’t know whether it is practical at this sitting. But that 
is our problem. 
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Mr. Fiscuer. We haven’t made the calculation. Somebody ought 
to make it. But when we begin to figure out what our Federal Gov- 
ernment and what our Treasury is going to lose in the way of income 
in the year 1954 because of the present state of our economy, any pro- 
posal which ean successfully bring employment to several million peo- 
yle who are not now working and the resultant income to the Federal 
Treasury, is not out of line in our opinion. 

The Cuarmman. Mr. McMurray calls to my attention the 25-year 
mortgage on $10,000—is how much in monthly payments ¢ 

Mr. McMorray. The amortization is $52.79. This is the interest 
and principal payments, probably. 

The Caarmman, It doesn’t include any insurance, maintenance, or 
upkeep. 

Mr. McMorray. I don’t think so. 

The Cuamman. What is it on 40 years? 

Mr. Fiscner. On $10,000, 40 years. 

Mr. McMurray. It is 4 percent. I don’t have it for the lower in- 
terest rates. 

Mr. Fiscner. We would be glad ourselves, or in cooperation with 
the National Housing Conference which has been studying this prob- 
lem, to work out and submit to you the actual figures on all of these 
alternatives. 

What we started to say in the first place was that once you decide 
this is what you want to do, beyond that you get into the technical de- 
tails of how you do it. 

Now, there are many other devices I don’t understand—I don’t 
understand that much about the real estate business—there are many 
other devices which have been used in the past and used in other 
countries for trying to compose the desires for a maximum reliance 
on private investment and still accomplish the needed objectives which 
have been worked out and tried and tested. I believe in the past these 
things have been surveyed by this committee. I am sure you have 
much more information about this than almost anybody else, some- 
where in the files, but this information can be gathered and we would 
be glad to do what we could to gather it together if there is, in the 
first instance, a desire to try to find some solution to this problem. 

The Cuarman. The administration has recommended, of course, a 
continuation of public housing, up to 35,000 units. 

Mr. Fiscner. It makes one good housing project. 

The Cuamman. You say it is too little but let me tell you what the 
administration recommended. Very briefly: A continuation of public 
housing up to 35,000 units annually for 4 years. They also have 
recommended the rehabilitation of old houses, as you well know. This 
comes under section 221, requiring no downpayment or merely closing 
costs, and up to 40 years to pay. They have recommended an in- 
crease in the amortization period for all FHA mortgages up to 30 
years. They have also recommended a new schedule of lower down- 
payments all along the line. 

The bill is in many respects a very liberal bill. That is, more liberal 
than anything that has been offered heretofore. 

The big question mark in my mind is, will it get the job done, is it 
a practical thing, or is it just going to be something where, when we 
get all through, private industry will not build the houses under 
those conditions. The mortgage bankers will not buy the mortgages, 
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and are we going to end up here with no increase in home ownership 
in the United States? That is the thing that concerns and worries me. 

As I say, the more we study it, we always come right back to where 
we started, namely, that these people in certain income groups can 
only pay so much a month. When you take the cost of houses today, 
$10,000 or $12,000, and existing other costs, interest rates and so forth, 
it doesn’t look like it can be done in much less than 40 years and maybe 
it is going to take more. That is if you are going to get within the 
monthly payments that seem to be sound. 

Mr. Turm™es. Of course, we do not believe rehabilitation will add 
any units to housing. Probably less units when they finish with it. 

The Cuarrman. The thing I like about the rehabilitation program 
is—if it will work; and it will only work if cities become interested— 
I think it will eliminate many sections from becoming slums in the 
future. I think it will add some new housing units because I think 
many of these old houses at the moment that were well constructed, 
as you know, will go into apartments and multiunits. I think it is a 
good thing. I don’t see anything wrong with it. I don’t think it 
answers the question entirely but I think it is a good thing. 

I don’t see anything wrong with anything in this bill if it will 
get the job done. That is, of course, the big problem. 

You say, of course, that 40 years with no downpayment only applies 
to those who are dislocated as a result of slum clearance or something 
else. Well, that’s true. That is the way the bill is written. 

Maybe it ought to be expanded, I don’t know. 

Mr. Fiscner. Well, I don’t think it will actually mean anything on 
that basis. In the city of Pittsburgh, that might mean 200 homes. 

The Cratrman. You don’t think they will buy the mortgages? 

Mr. Fiscuer. No. You just don’t have that much dislocation. 

The Crarrman. No, I said it might well be that it ought to go 
beyond dislocation. 

Mr. Fiscner. If it is to have any significant application, it will 
have to go beyond it. You just don’t Seve in the near future that 
much of a relocation problem. The problem is there. We have a 
big project now getting underway in Pittsburgh. It is a tremendous 
project. In 5 years, it is going to involve 2,000 people. That is 2,000 
families. What effect is that going to have on the overall housing 
picture? It is very important to those people and this program may 
be useful to them. We can’t build anything in Pittsburgh for $7,000, 
but it certainly isn’t going to begin to answer the general housing 
problem. 

The Cnarrman. A gentleman will be in here in a few days to testify. 
He has a plan for building houses and not completely finishing them, 
permitting the buyer to finish them. I wish you would send someone 
over here to listen to it. I don’t know whether it is a good plan or 
not but he is very enthusiastic about it. 

Mr. Fiscuer. I haven’t heard anybody suggest that we make 
unfinished automobiles or unfinished television sets. 

The Crarrman. FI don’t know. I say let’s listen to his plan if it 
will help solve the problem. I think his idea is that the man himself 
can do a lot of the work and reduce the cost of the house probably 
$1,000 or $2,000. 

Mr. Epetman. The Friends’ Service Committee rehabilitation proj- 
ect in Philadelphia used that technique, Mr. Chairman. 
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The CuarrmMan. This gentleman is going to testify on Monday. I 
don’t know whether his plan has any merit or not. 

Mr. Epetman. This self-help proposition has been one of the re- 
current proposals made during all of my twenty-odd years in study- 
ing this problem. It was recently applied very successfully in this 
one vehabilit: ation project in Philadelphia but the fact remains, Mr. 
Chairman, the basic fact remains that the total cost of living in those 
units after rehabilitation is completed, even in that project, added up 
to practically double what it was in the beginning, and the people 
who were originally living in those units could not ‘afford them when 
finished. T here was a slight difference between the cost of the finished 
unit, depending on the amount of the work which the individual him- 
self had performed, but it was not appreciable, Senator, it was not 
appreciable, It didn’t really meet any particular area of need. And 
I think finally, Mr. Senator, I would say this, that as a generalization, 
to supplement what Mr. Thimmes and Mr. Fischer have said, the 
degree to which this program will be successful or the degree to which 
private industry will perform and meet the requirements, depends 
almost entirely on the drive and the extent of the intervention by the 
Government in its proposals for low-cost financing. If the Govern- 
ment says it will do it if private industry won’t, private industry may. 

The Chairman. What is the total interest on a $10,000 mortgage 
in 25 years? What is the total interest on it, does anybody know ¢ 

Mr. Fiscuer. Do you mean over a period of time? 

The Cuarrman. The total amount of interest one would pay on a 
$10,000 mortgage over 25 years. Does anybody have that! 

Make it at 5 percent. 

Mr. Fiscuer. While Mr. McMurray is figuring that out, may | 
point out, Senator, that many of us used to be a little reluctant to talk 
too strongly about very long-term mortgages because we were so much 
condemned and criticized for it. This year we find bankers and every- 
body else, the most conservative elements coming into these com- 
mittees as they did on the Advisory Committee and raising no horrors 
over 25-, 30-, and even 40-year mortgages on rehabilit ated, existing 
houses. 

Now, if that is a sound concept for existing housing, that is a tech- 
nical question and I assume these people are conservative and doing 
their thinking straight, then certainly it does not become unsound, 
if you are talking about good, new housing, to talk about 40-, 50-, and 
even 60-year loans. 

The CHarrman. Many of these rehabilitated houses might last 
longer than some of the new houses I have been looking at. In fact, I 
am certain they will. 

What did you say the interest was? 

Mr. McMurray. It would be aban $6,000. 

The Cuatrman. That is what the interest would be in 25 years? 

Mr. McMurray. Yes. 

The Cuatrman. Well, we certainly appreciate your testimony. As 
I say, it was very plain and underst: sadabie. We are all trying to ac- 
complish the same thing but the committee and the people seem to be 
divided as to the best way to do it. 

We might want to call you back later when we get into this thing. 
I wish you would have someone here to listen to this fellow on Mon- 
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day and see if there is any merit to it. I don’t know whether there 
is or not. 

Mr. Epetman. We will be here. 

The Carman. Our next witness will be Mr. McCormick, of the 
Trailer Coach Association, and I think you have other people with 
you. 


STATEMENT OF PAT A. McCORMICK, TRAILER COACH ASSOCIATION, 
ACCOMPANIED BY E. R. SHAW, TRAILER COACH ASSOCIATION OF 
LOS ANGELES, CALIF.; RALPH KAUL, CONSULTANT AND WASH. 
INGTON REPRESENTATIVE; WALTER WELLS, MOBILE HOME 
MANUFACTURERS ASSOCIATION OF CHICAGO; LEE PAINTER, 
PRESIDENT, MOBILE HOME DEALERS NATIONAL ASSOCIATION 


Mr. McCormick. Yes, Mr. Chairman. I would like to introduce 
Mr. E. R. Shaw, from California, who will, with your permission, 
substitute for me as the witness on behalf of the Trailer Coach Asso- 
ciation. We also have with us Mr. Ralph Kaul, our Washington 
consultant and representative; and Mr. Walter Wells and Mr. Lee 
Painter, each of whom represent important segments of this industry. 

Mr. Suaw. Mr. Chairman and members of the committee, my name 
is E. R. Shaw, and I am president of the Columbia Trailer Co., Van 
Nuys, Calif. I am also a member of the board of directors of the 
Trailer Coach Association, which includes manufacturers, suppliers, 
dealers, and park operators in the trailer coach mobile homes industry, 
principally in the Western States. I am appearing today in behalf 
of this association and have with me Mr. Ralph Kaul, its consultant 
and representative in Washington, D. C., and Mr. Pat McCormick, 
general counsel. 

With us today also are representatives of the Mobile Homes Manu- 
facturers Association, which represents the manufacturers mainly in 
the Midwest and East, and the Mobile Home Dealers National Ass»- 
ciation. ‘These associations have collaborated with us in developing 
the industry’s legislative program and proposals, and are here today 
to support them. 

Our purpose in appearing before you is to obtain the recognition 
of this industry as a part of our national resources, and to eliminate 
the discrimination against more than 2 million occupants of mobile 
dwellings who are now deprived of the benefits of the National 
Housing Act. 

I have briefly summarized (1) the need to include the mobile home 
in the housing law; (2) how this need can be met within the existing 
framework of FHA statutes and procedures; and (3) the advantages 
that would accrue to the public, advantages, as I will show later, that 
can be cbtained without subsidies or cost to the taxpayer. 

With your permission, Mr. Chairman, I can present this summary 
to the committee in about 10 minutes. 

National Housing Act does not recognize mobile dwellings which 
provide 90 percent of the low-cost housing market. 

First, I would like to call the committee’s attention to a very star- 
tling fact: As it now stands, the National Housing Act completely 
neglects the Nation’s most important low-cost housing resource, the 
trailer coach mobile dwelling. Under section 8 of title I, the National 
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Housing Act recognized low-cost housing as that costing $6,900 or 
less. Approximately 6,000 such houses have been built each year in 
recent years under FHA mortgage insurance, and this has been the 
bulk fe the fixed-to-site housing in the low-cost category. During 
those same years about 80,000 mobile dwellings in the same low-cost 
category were built and sold in the United States annually. In other 
words, about 90 percent of the market for low-cost housing has been 
met by mobile dwellings. v 

Trailer coaches are permanent homes for over 2 million people. 

Essentially, we are dealing with a situation in which the law has 
not caught up with the facts. In the 1930's when Congress was first 
considering and enacting housing legislation to provide better credit 
terms for homeownership, there was no such thing as a trailer coach 
mobile home. The trailer coaches of that day were small partially 
equipped vacation units connected with motor touring, and the trailer 
yarks were usually camping facilities for transient vacationists. But, 
the industry has changed greatly during the past 15 years, and more 
particularly during the postwar period. Today, it is an important 
segment of the housing industry. Nearly 800,000 trailer coaches are 
providing permanent homes for more than 2 million people. These 
people are living in trailer coaches because they find their housing 
needs are best met that way. 

The Cuarmman. Are there 800,000 trailers in operation today ? 

Mr. Suaw. That is approximately the number. 

The Cuamman. And there are about 80,000 manufactured a year? 

Mr. Suaw. That’s correct. 

The CuarrMan. About 800,000 in use and about 80,000 each year? 

Mr. Suaw. That’s correct. 

The Cuarrman, And of these 800,000, have most of them been built 
in the last 10 years? 

Mr. Suaw. I would say that. Possibly since 1946. 

The CHarrman. Has your yearly production been about the same 
for the last 4 or 5 years? 

Mr. Suaw. It would vary from 65,000 to 83,000. 

The CuHairman. And how many manufacturers? 

Mr. Suaw. Approximately 150. 

The Cuarrman. One hundred and fifty different concerns making 
trailers? 

Mr. Suaw. That’s right. 

The Cuatrman. Who is financing them now? 

Mr. Suaw. Various finance companies and banks. I think the larg- 
est one in the east is one of the banks in Michigan. 

The Cuarrman. Are most of them financed by the regular finance 
comme who finance automobiles ? 

Mr. Smaw. Yes; and banks. 

The Cuarrman. CIT, Commercial Credit? 

Mr. Suaw. They do some of it. CIT does. I’m not sure about Com- 
mercial Credit. 

The Cuamman. Would you say that practically every finance com- 
pany in the United States has at some time or other financed from a 
few up to a lot of trailers? f 

Mr. Suaw. No; I don’t think so. 
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The Cyairman. Are there finance firms who specialize in this one 
thing? 

Mr. Suaw. A few. Very few. 

The Cuarrman. Do most manufacturers sell on long terms? 

Mr. SuHaw. Not the manufacturers; no. We sell to dealers. 

The Cuatrman. Do the manufacturers in every instance sell for 
cash ? 

Mr. Suaw. To the dealers. 

The Cuamman. The manufacturers sell to dealers who in turn sel] 
to users ? 

Mr. Suaw. That’s right. 

The Cuamman. Are the manufacturers’ terms cash to dealers? 

Mr. Suaw. Generally, yes. 

The Cuarrman. Not entirely, but generally ? 

Mr. Saw. Well, they are cash and a 30-day period possibly. 

The Cuamman. Then the dealer, he sells on the installment basis 
to the ultimate buyer ? 

Mr. Suaw. That’s correct, sir. 

The Cuairman. How many dealers would you say there are in the 
United States at present ? 

Mr. Suaw. Between three thousand and thirty-five hundred. 

The Cuarrman. What is the average price that the trailer sells for? 
Maybe you have all this in here. 

Mr. Suaw. Partially; yes, sir. 

The Cuamman. I would kind of like to get it in sequence here 
anyway. What isthe average price trailers are sold for ? 

Mr. Suaw. I would say around $4,000. 

The Cuarrman. $4,000; that is the average price ? 

Mr. Suaw. Yes. 

The Cuarrman. What are the average terms at the moment? 

Mr. Suaw. Three to five years. 

The CuarrmMan. I mean how much down? 

Mr. Suaw. Usually a fourth to a third. 

The Cuatrrman. And the balance in how long a period? 

Mr. Suaw. Three to five years. 

The Cuatrrman. At what interest rate? 

Mr. Suaw. There are—— 

Mr. McCormack. There is a 6-percent discount, Mr. Chairman, if 
I may interrupt. That runs up around 11 to 11% percent, simple 
interest. 

The Cuamman. You are going to tell us later what you propose. 
What you are going to recommend, I presume, is that trailers be 
insured under FHA ? 

Mr. Suaw. That’s correct, under title I, sir. 

The Cuamrman. Meaning that if a bank or anybody wants to buy 
one of these mortgages, that it will be insured under FHA the same 
as any other home? 

Mr. Kavu. Yes; the insurance is made to the lending institution 

rather than attaching to the mortgage or the property ‘itself. It is 
the same technique as ; the property- improvement loans. 

The Cuatrman. FHA never in the past has financed or insured 
anv trailer loans? 

Mr. Kavu. Never to our knowledge, sir. 

The Cuarrman. Has it ever been considered before ? 
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Mr. Kavu. It was discussed briefly 2 years ago, but not considered 
in the sense of this proposal. Just a preliminary exploration. I 
should mention, sir, that the Housing Agency has purchased trailers 
under the Defense Housing Act as emergency and temporary housing. 

The CuarrMan. I have seen a lot of them in different places. 

I just wanted to get some of the things in the record, here, altogether 
in one place. 

Now, why don’t you proceed. 

Mr. SuHaw. The modern coach measures up to housing standards. 

The modern trailer coach mobile home has been developed to meet 
high standards of living. It has become, by apartment standards, 
a livable two bedroom dwelling unit with a fully equipped bathroom 
and kitchen, and includes all the essential house furnishings. The 
modern trailer park is developing into an attractive, suburban de- 
velopment with landscaping, recreation areas and utilities equal 
in every respect to the average garden apartment. 

Mobile dwellings are the best housing solution for some people and 
the only solution for many others. 

People in all walks of life and income groups live in trailer coach 
mobile dwellings. It is the best housing solution for most of these 
people and for some it is the only solution. 

Mobile homes are the homes of military personnel who are enabled 
to have their families with them wherever stationed in the United 
States, of defense workers and their families, of newlyweds, of 
retired folks, of construction and agricultural workers and others in 
mobile or semimobile employment. For many of these workers it is 
their only practical solution for family living and home ownership. 

Why do these people and this industry need the benefit of FHA ? 

Now, let us examine why these people need equal consideration with 
others under FHA. Let us take an example of a family that can 
afford only a $6,000 house, in other words the FHA low-cost house. 
Under section 8 of title I, if they buy a fixed-to-site house, they would 
have to pay only $250 down and $31 a month for interest and amorti- 
zation; and would have 30 years to pay off the mortgage at an interes 
rate of 5 percent including FHA insurance premium. 

On the other hand, if the family needs and buys a mobile dwelling, 
they will be called on to pay one-fourth to one-third down and the 
balance in 3 to 5 years at 5 to 6 percent discount and up to 8 percent 
on used units. Assuming the most liberal terms under present fundies 

ractices this family would have to pay for a $5,000 trailer coach 

1,250 down and $78 a month. On top of this they would have to pay 
$25 a month for a trailer park rental making a total of $103 a month. 
What starts as low-cost housing in total price becomes high-cost 
housing in monthly payments. 

The manufacturers and dealers of mobile dwellings are also at a 
disadvantage as compared with the builders of fixed-to-site housing. 
When a family buys a dwelling under FHA, the builder and realtor 
immediately get their money. When a mobile dwelling is sold, the 
dealers in many areas are called upon to deposit 5 percent of the 
ee asym price as non-interest bearing co!lateral to secure the loan 

or the mobile home family. 

Trailer coach loans involve negligible risks. 

These disadvantages are despite the fact that trailer coach loans 
involve negligible risks. Whereas in recent years the FHA has been 





570 HOUSING ACT OF 1954 


experiencing net losses of about one-half of 1 percent on loans made 
for property improvements, the lending institutions financing trailer 
coaches have experienced losses of less than one-fourth of 1 percent. 
In view of this excellent credit record there could be no objection to 
mobile dwellings as an unsound FHA credit risk. 

What we propose: 

The mobile home industry does not seek the identical terms that 
FHA gives to low-cost, fixed-to-site housing. Nor does it oppose pend- 
ing amendments to grant even more generous terms to such housing. 
But, we are seeking adjustment of the adverse credit relationship. 

This, we believe, can be accomplished within the framework of the 
present law and without conflicting with other amendments. 

Title I, section (2), loans for mobile dwellings and title IT, section 
207, for trailer-park mortgages: 

There are two basic proposals: First, we are proposing that title I, 
section 2, of the National Housing Act be broadened to include the 
trailer-coach mobile dwelling. Under this title lending institutions 
are partially insured against losses on loans which do not involve 
appraisals, mortgages, or pean nee financing. 

The procedure and terms of title I are applicable to mobile dwellings 
with the following safeguards and limitations: Insured loans should 
be limited (1) only to those meeting construction standards, (2) to 
$5,000 per loan or 75 percent of the purchase price, whichever is less, 
and (3) a maximum term of 7 years. 

Our second proposal is to include trailer parks under the rental 
housing mortgage insurance of title II, section 207, on the same basis 
as the garden-type apartment. With trailer parks, as with the mobile 
dwellings, we recommend reasonable safeguards, namely, (1) a high 
standard of construction, (2) a $1,000 maximum loan per trailer space 
and a $300,000 maximum per mortgage, and (3) a term of amortization 
reasonably comparable with rental housing. 

Benefit to the mobile home family: 

Now, let us consider how the family in the foregoing example would 
benefit from these proposals. First, the total monthly payments would 
be reduced from $103 under present terms to $85 a month which is 
more in line with reasonable housing costs and ability to pay. There 
would be additional indirect benefits. The more liberal terms for 
trailer-park financing wouid be translated into improved facilities, 
area at lower rentals. And, finally, the family would be in a 

tter position to trade in its present home because the financing of 
used mobile dwellings would also be improved. 

The public interest : 

We believe these proposals are clearly in the public interest. First, 
they remove the penalty against a free choice by Americans to select 
housing that best fits their particular needs. We are talking about 
the really low-cost housing of our times. A housing act which over- 
looks this fact is simply not doing the job for which it is intended. 

Secondly, the prerennts will encourage a strong mobile housing 
resource for national security. Millions of taxpayers’ dollars have 
been spent in housing arrangements that have outlived their useful- 
ness at the original site but could not be moved to places where they 
were subsequently needed. Defense production has been constantly 
hampered by housing shortages. Should the uncertainties of the 
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international situation result in new housing dislocations, the mobile 
homing resources may well prove to be a decisive factor on the home- 
ront. 

: Third, the proposed amendments will improve general ye aod 
values and community relations by encouraging modern standards for 
trailer-coach dwelling. Wherever substandard conditions do exist in 
trailer parks this ee legislation would permit private enter- 
prise to do the job of property improvement and modernization. 

Fourth, in this far-flung industry, the effect of providing more 
reasonable credit terms will be to sustain employment in more than 
150 factories employing, with their component suppliers, nearly 100,- 
000 workers. When consideration is given to the 3,000 dealers and 
more than 12,000 park operators in the country, the economic benefits 
are further evident. 

At no cost to the taxpayer. 

Finally, I would like to make this point unmistakably clear: there 
are no subsidies involved in this proposal. Not a cent of cost to the 
taxpayer. Not a cent to tack on to the national debt. We are talking 
here of extending credit on secured loans with reasonable limitations 
and conditions. In our opinion the insurance premiums which the 
FHA will receive would very substantially exceed the losses. This 
will be a fully self-supporting and self-amortizing program. 

That completes my een statement, Mr. Chairman. With your 
permission, I would like to file attachments which include a drait of 
the specific amendments we are supporting. 

The Cuamman. Without objection they will be printed in the record 
and without objection this entire statement—you have other exhibits 
here, do you not? 

Mr. Kaur. Mr. Chairman, we have this additional exhibit, attach- 
ment B which was not available this morning. 

The Cuarrman. Without objection, everything that you have here 
will be made a part of the record. You may tell the reporter exactly 
what you wish placed in the record and he will see that it is placed in 
there, if there is no objection. 

Mr. Parnter. We will file the Mobile Home Dealers Association’s 
statement with your permission. We would like to have that included 
in the record also. 

The Caarrman. Anything you wish to file, you may do so up until 
the time our hearings are finished. 

(The documents referred to follow :) 


STATEMENT OF MosrLE Homes MANUFACTURERS ASSOCIATION, CHICAGO, ILL. 


Two million Americans are housed today in more than 750,000 mobile 
homes. Included in this figure are about 125,000 service families who find the 
answer to their housing problem in this type of dwelling. If all these 2 million 
mobile-home dwellers were to locate in the same area, it would create overnight 
the sixth largest city in the United States. 

Mobile homes today represent the best example of successful, low-cost, un- 
subsidized, prefabricated housing. 

Though the industry is some 23 years old, it became prominent first in the 
period of World War II. Trailers, as they have generally been known, date 
back to 1930 when totai sales represented some $1.3 million. By 1937, this 
figure had grown to $17 million. 

At war's end in 1945, sales for trailers in the United States totaled $39 million 
and leaped in 1946 to $114 million as their utility for housing began to be realized 
by the general public. This upsweep in use continued through 1948, in which 
year sales totaled $204 million. 1953 mobile home sales totaled $320 million. 
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Last year, production of mobile homes was just under 77,000 units. However, 
this was down somewhat from 1952 production of 83,000 units, and 1948, which 
was the high year, with 85,000 units production. 

It was in the period of World War II that the trailer really began to outgrow 
its name and become in fact, a mobile home and to be so used. In the early days 
of the war, the Government purchased for the use of defense workers and other 
essential personnel, some 35,500 trailer homes. An additional 2,500 units for 
special purposes such as offices, laundries, etc., were bought by the Government. 

These units did yeoman service throughout the war, particularly in such jobs 
as housing personnel who were rushed into Oak Ridge to build the first atomic 
energy production center. 

It has been estimated that during the war, and down to 1950, these Govern- 
ment-owned units were moved on the average of 11 times. This figure alone 
would indicate the utility of mobile housing and its adaptability to many re- 
quirements. In the post-war period, these trailers were utilized effectively in 
meeting the needs of the returning veteran, and in meeting similar problems. 

It might be pointed ont that similar uses have heen found for trailers in civilian 
disaster areas such as Texas City in 1947; the Vanport, Oreg., flood of 1948; Kan- 
sas City flood in 1951: and similar emergency requirements. In the recent past, 
great reliance was placed upon mobile housing for the workers at the Savannah 
River atomic energy installation and at Portsmouth, Ohio. The Defense Housing 
Act of 1950 provided for the Government purchasing of mobile homes. 

While this demonstrates beyond question, the great utility of this type of 
housing in unique situations, it is therefore, more s'gnificant to note that over 
90 percent of the mobile home owners today use them as permanent homes. Sales 
figures for the past several years show a substantial maiority of mobile home 
sales going to military personnel and defense workers. For examnle, a survey 
showed that in the first 6 months of 1951, these 2 grouns bought 93 percent of 
all mobile homes sold. This was, of course, stimulated by the Korean crisis. 
However, there is every reason to believe that about 70 percent of all sales today 
are being purchased by these groups. 

It is reasonable to conclude that the advantages of a permanent home that 
travels with the family as the military or job requirements dictate, have bronght 
the mobile home into high prominence in the thinking of a large and substantial 
segment of our population. 

With this upsweep tn demand, there has been, of course, a revolution in design 
and conception of mobile home living. It is difficult to assess cause and effect 
in such a picture, but the mannfacturers are satisfied that much of the public 
acceptance of this type of housing must be attributed to the comfort and ade- 
quacy of the modern mobile home. 

Pre-World War IT trailers seldom reached 20 feet in length. Little housing 
was expected from this trailer beyond vacation needs. Even by 1948, only 17 
percent of the trailers sold were 30 feet or longer. This 17 percent grew to 64 
percent in 1951, to 74 percent in 1952, and remains about the same today. (Leneth 
is a standard consideration in mobile homes for highway requirements in moving, 
etc., limit their width to 8 feet and their height to 14 feet; hence, growth of 
trailer size is limited to length.) 

Production last year found 20 percent in the 35-foot class, by far the largest 
grouping. 

It seems certain that the trend to larger sizes will continue and the era of 
the 40-foot trailer is not far away. 

Pricewise. the mobile home renresents the most honsing for the least money 
available today. Last year. the average unit cost was $4,200. In nrice range. the 
mobile home dweller has the choice of models ranging from $2,800 up to $6.000, 
furnished with the essentials of honsing from cooking to bathing. Two bedroom 
units are commonplace and bathtub and shower bathing almost standard equip- 
ment. Complete electrical eqnipment is incInded, and toilet facilities. The mod- 
ern mobile home has a kitchenette with refrigerator and stove arrangements 
that leave nothing to be desired. The air-conditioned mobile home will, no doubt, 
be introduced shortly. 

It shonld he noted too, that the mobile home comes equipped with all furnish- 
ings, thus providing at these low prices, an answer to two problems for the home- 
maker, i. e., a house and its furniture and furnishings. 

Comparing industry production and sales figures with FHA’s renort on its 
low-cost (under $6,000) houses it anpears that mobile homes are supnliving about 
90 percent of this market. Only about 6.000 such fixed-to-site houses are pro- 
duced under section 8 of title I of the National Housing Act each year whereas 
about 80,000 mobile homes are produced and sold each year. 
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Contrary to common belief, the desire to travel is not the prime motivation of 
mobile home dwellers. Mobile or semimobile occupation workers make up the 
largest class of current mobile home buyers (about 60 percent ), followed by mili- 
tary personnel (25 percent), as mentioned earlier. Retired people make up a third 
definite class (about 10 percent) and the rest are lumped as miscellaneous. 
Their average annual income in 1950 was $4,500 as compared to the national aver- 
age of $3,313. This past year, their income approached $5,000, still far above the 
national average. About 40 percent of the mobile home dwellers have children, 
Statisticians figure it at over 2.5 persons per mobile home. 

Further statistics on the mobile home dweller show that 3 out of 5 of them are 
under 40 years of age, with 25 percent of the mobile population being young 
married couples. One in eight has passed 60 years of age. And finally, 14 out of 
2%) of these mobile dwellers now say they plan to live indefinitely in a mobile 
home. 

This seems reasonable when the surveys show that 2 out of 6 such mobile 
dwellers have lived this way more than 5 years and 3 out of 6, or 50 percent have 
lived “mobile” from 2 to 5 years. 

In this connection, the most significant figure developed out of last year’s sales 
showed that over 60 percent were repeat sales. These were people who had owned 
at least one other mobile home. 

That mobile home living is now an established part of our American way of life 
appears, therefore, beyond question. It leaves only the matter of how this group 
is to be fitted into the general housing picture. 

Clearly there is a considerable economic gain for our society to have available, 
a moving or movable body of skilled labor that can be concentrated quickly and 
easily when it is needed. Sociologically, it would seem equally clear that it is 
desirable that this group be able, by virtue of mobile housing, to keep the family 
unit intact. Each of these considerations is part of the other. Society as a whole, 
has the economic resources of the skilled groups who can move. The standard 
of living and family conditions of this group of mobile workers are assuredly 
better as they take their families and literally their “home” with them. 

There is the same consideration in the case of the military. Here, however, 
we must confess that the authorities in the services have only in varying degrees 
seen fit to accept the mobile housing in their plans. They have taken the re- 
stricted view that mobile housing is acceptable only for emergency and/or 
temporary housing. 

Because of this rather negative attitude, it is significant that some 125,000 
service families now own their own mobile housing. Moreover, the services 
have in the face of inadequate available commercial! facilities, constructed many 
of their own courts for parking servicemen’s mobile homes. Congressional com- 
mittees such as the so-called Preparedness Subcommittee from time to time 
during the Korean crisis, recommended that the services provide more facilities 
for trailers and mobile homes in the face of the housing emergency. Recent 
policy statements by the Department of the Army have improved this situation 
considerably. 

It would seem that the same considerations might apply to the services as did 
in the case of the Savannah River atomic energy installation where mobile hous- 
ing was largely relied upon to furnish housing for family workers. These could 
be, and were, rolled away at the end of their period of need, thus avoiding the 
danger and the waste of creating substandard areas or slums through leftover 
temporary housing. 

In the case of military personnel who buy their own mobile homes (we are not 
urging purchases by the services, incidentally) they take them with them as they 
move from base to base, or as they return to civilian life at the end of their tour 
of duty. 

As for the retired people who now make up 10 percent of the mobile home users, 
over 200,000 people, there seems little doubt that this group will grow. Increased 
life expectancy, as we know, has increased tremendously the size of our “retired” 
population. Social security and general prosperity have made mobile living 
available and attractive to this group. The simplicity of mobi'e living with its 
refinement of convenience makes it most attractive to older people. 

The ability to follow the seasons and to take their home with them has a great 
attraction for these people, as it would for almost anyone. 

From the rough and uncertain beginnings of the early 1930's, our industry has 
grown to more than 150 companies. However, no one of them does as much as 
10 percent of the business. There is keen competition and most manufacturers 
make several models. 
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The process of manufacture is actually assembly, which has built up necessarily 
a large group of suppliers. Perhaps 500 suppliers can be said to be doing a sub- 
stantial business with the mobile home builders. 

Although design varies from model to model, the modern trailer is built of 
steel, aluminum, and high grade wood construction. It is certain that the useful 
life of the modern trailer is far beyond its proposed mortgage or loan life, 

The financing of mobile homes has been a somewhat slowly developing fea- 
ture of the industry. Many problems have had to be faced, including the mo- 
bility of the mortgaged property, an uncertain depreciation rate for used units, 
ete. 

It is estimated now that there is about $400 million of mobile home paper 
in circulation. While it is a growing field for lending institutions, it is only 
very recently that it could be said that more than a few were participating. 
The one single feature in this industry that has brought more credit facilities 
into the picture, has been the development of the trailer into a mobile home 
The increased usage of these units as homes has done much to win the confidence 
of the bankers and others. 

This, plus the obviously solid character and income status of the average mo- 
bile home dweller and the outstanding record of minimum defaults on the 
paper has reassured the lenders. 

Nevertheless, it is clear that more capital is required in the future if this 
industry is to continue to expand. We are, of course, certain that Federal! 
recognition of mobile homes as housing, such as this legislation would provide, 
will assist tremendously in attracting more capital. We believe too, that it is 
only fair that Federal housing should include this very substantial group of 
our citizenry, and what is available to others in the form of governmenta! 
housing assistance should, in principle be available to them. 

The average installment sale contract for a mobile home today is running 
about $3,000 for new units and $1,400 for used. Typical terms are one-third 
down, 3 to 5 years on the balance. Interest rates range between 5 and 8 percent 
discount, or 9144 to 15% percent simple interest. 

A recent survey of banks and finance companies elicited replies from 274 
who handled mobile home paper; 255 of these replies reported no losses or 
negligible losses. Fifteen reported losses less than half of 1 percent. The largest 
reporting lending institution which carries currently about $31 million in mobile 
home paper, calculated its loss ratio at one-eighth of 1 percent. 

Overall, the loss ratio on mobile home paper is estimated at less than one 
quarter of 1 percent. This is indeed an impressive record. 

Despite this outstanding record for mobile home paper, and the efforts that 
our organization has put forth in bringing it to the attention of the lending 
authorities in this country, we are still concerned that our sources of credit will 
prove inadequate in the future. Because of our concern for the future, we are 
urging your careful consideration of the amendments before you today. We 
believe these amendments would be most helpful because mobile homes, which 
in unit cost represent low cost housing, become high cost housing due entirely to 
high financing requirements. 

If mobile housing is able, by this legislation, to qualify for the rates now pro- 
vided in title I of 4% to 5 percent discount, it would mean a reductien of 20 
to 35 percent of this financing cost. 

The establishment of a 7-year pattern for this financing would similarly 
achieve a reduction of 35 percent in the monthly payment. For example, if a con- 
tract of $4,000 is assumed—4 years at 6 percent discount—under present day 
terms it requires a monthly payment of $109 including insurance. 

Under the terms of the suggested amendments the loan term is extended to 
7 years at 5 percent discount. This would result in a monthly payment of 
$69, a reduction of $40 per monthly payment. 

This leads naturally, to the situation of the mobile home court operators who, 
to date, have had to rely almost entirely upon equity financing and which is 
inadequate to the need. 

Mobile homes, of course, need a site, just as any other housing, which means 
they have to have available to them, utility connections, water, sewerage and 
electricity. We have included them in our request for legislation because, in 
logic, the availability of sites for mobile home owners becomes a literal measure 
of the market. There is no advantage to owning a mobile home if no adequate 
home sites are available. 

The Mobile Homes Manufacturers Association long ago recognized the neces- 
sity of mobile home court development including layout, sanitation, and appear- 
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ugurated a continuing program for their improvement. Within 
pray Be 9 the park division of MHMA, we have drafted standards for 
court design and construction and provided a system of inspection with recog- 
nition to courts meeting these standards. We publish a guide for the use of 
mobile home dwellers rating the various facilities and detailing their features. 
About 4,000 mobile home parks or courts meet MHMA standards today, though 
at least double this number of courts are in existence. : 

Total estimated investment in trailer parks in the United States is thought 
to be close to $200 million. Seemingly large, this figure is not surprising when 
it is considered that the average cost in a thoroughly modern park is $1,000 per 
mobile homesite. This includes cost of roads, sanitary and electrical facilities 
to each site, utility buildings, landscaping, and others, not including the cost 

land itself. 
ot vith upwards of 77,000 new mobile home units being produced and sold an- 
nually, the need for new court facilities presents a requirement of close to 
$77 million for court financing. At present there are no adequate mortgage 
funds to assist in meeting this need. To date, 98 percent of these facilities 
have been financed by equity capital. 

As in the case of the mobile home itself, the parking courts have been slow 
to establish themselves in financial circles. Here again the attitude of banks 
and lending institutions can be traced to their early observation of trailers, 
courts, and their users. Formerly, trailer courts were established only along 
main highways and depended almost entirely on transients for business. Today 
transient occupancy is but a fraction of 1 percent of the business of the vast 
majority of mobile home courts. Courts are built now where housing is needed, 
and where mobile home dwellers are likely to find employment. Courts have 
been established near military installations where family housing is critical 
or nonexistence. Thus they become a definite housing resource. 

We know of no national organization of park operators which is prepared 
to speak on behalf of legislation for assisting mobile home court expansion. Our 
interest, of course, is obvious in this matter but we are handicapped to that 
extent. It is perhaps necessary to say, too, that figures on the cost of practical 
and desirable courts are difficult to obtain. Naturally, they vary from one loca- 
tion to another, depending upon the availability of utilities, topography, soil 
conditions, and such. 

We can pledge, however, or wholehearted cooperation with FHA in establish- 
ing standards for such facilities if this legislation is passed. We have available 
a sizable body of research and experience in this field which we would place 
at the disposal of the agency in attaining this objective. The facts are clear 
and official recognition that mobile home courts have a place in the housing 
resources of the country, such as would be afforded by this legislation, would 
do much to encourage lending authorities to study this type of loan. 

In brief form, this is the history and the size of this industry today and the 
people it serves. What we have tried to outline here, are the salient facts 
which we believe established the reasons for your considering bringing mobile 
housing into the purview of the National Housing Act. We believe that such 
legislation is important as aiding the maintenance of a mobile body of workers 
whose jobs necessarily take them from place to place and from job to job. The 
economy is aided in this fashion and the workers themselves are better off eco- 
nomically and socially with the maintenance of the family unit. Similar con- 
siderations apply to the military personnel who prefer mobile dwellings. 

We believe that the maintenance of a strong mobile homes industry is in the 
interests of the national security. Mobile homes have long since proved their 
worth in emergency situations. No other facility can produce so much good 
housing in such a short time and move it to the site of the requirement. 

Federal recognition of mobile homes as housing within the purview of the 
housing act will encourage and assist in attracting capital and the acceptance 
of mobile homes and mobile home court paper by the lending authorities. Such 
a program, as is proposed here, will result in no added burden upon the taxpayer, 
and is self.amortizing. The outstanding credit record of the industry is most 
reassuring. Tne acceptance by such a large segment of the population of mobile 
housing should be persuasive to the Congress when considering the fairness and 
equity of including mobile housing in the Federal housing program. 

We have presented the foregoing because we believe that too few people 
appreciate the size of the mobile population in the United States today and its 
makeup. We believe too, that too few people appreciate its future and its 
potential contribution to the welfare and satisfacion of our people. 
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Housing has long been the preoccupation of people and of governments. Some 
have handled it well, others badly. Poor handling of housing policy has caused 
more blight upon the world’s societies than almost any non-war activity. We 
hope that this has been helpful in your consideration of the Federal housing 
program. 


{Attachment A] 


Proposep AMENDMENTS To INCLUDE MosBILE DWELLINGS IN THE NATIONAL Hovstna 
AcT FOR CONSIDERATION OF THE BANKING AND CURRENCY COMMITTEE OF THE 
SENATE AND HovusE OF REPRESENTATIVES, 2p SESSION, 83p CONGRESS, IN ConNEC- 
TION WITH H. R. 7839 anp S. 2938 


To aid in the provision of housing for families in essential and migratory occu- 
pations and to encourage the growth of a mobile housing resource for national 
security by extending certain credit insurance provisions of the National Housing 
Act to occupants of trailer-coach mobile dwellings. 


FEDERAL HOUSING ADMINISTRATION 


Amendments of title I of National Housing Act 


Section 2 (a) of the National Housing Act, as amended, is hereby amended 
by striking out the period at the end of the first sentence and inserting the 
following: “and for the purpose of financing trailer-coach mobile dwellings by 
owner-occupants thereof.”. 

Section 2 (b) of said act, as amended, is hereby amended (1) by striking out 
the semicolon at the end of the clause numbered (1) and inserting the following: 
“or for the purpose of financing mobile dwellings exceeds 75 percent of the 
purchase price or $5,000, whichever is less;’. (2) by inserting in clause num- 
bered (2) the following: “or for mobile dwellings 7 years and 32 days,” between 
the words “days” and “except”. 

Section 2 (c) of said Act, as amended, is hereby amended by inserting in 
paragraph numbered (2) the words “or mobile dwelling” immediately after the 
phrase “any real property”. 

Amendments of title II of National Housing Act 

Section 207 (a) of said Act, as amended, is hereby amended (1) by inserting 
in paragraph numbered (1) a comma followed by the words “including facilities 
for trailer coach mobile dwellings” immediately following the phrase “designed 
principally for residential use”. (2) by striking out the period at the end of 
paragraph numbered (6) and inserting the words “or space in a trailer court 
or park properly arranged and equipped to accommodate a trailer-coach mobile 
dwelling.”. 

Section 207 (c) of said Act, as amended, is hereby amended by inserting in 
paragraph numbered (3) the words “or not to exceed $1,000 per space or $300,000 
per mortgage for trailer courts or parks” immediately following the parenthesis 
and words “four per family unit”. 





{Attachment B] 


Master Drart or NAtTioNat HovusiNne Act, Titte I, Section 2, anp Titre II, 
SecTion 207, SHowING PRoPposED AMENDMENTS, 2p SEssIoNn, 83p CONGRESS 


Key: 
Present law, shown in regular type. 
Changes proposed in H. R. 7839 and 8S. 2938: 
Additions to present law shown in italics. 
Deletions from present law shown in black brackets. 
Changes to include mobile dwellings and parks shown in boldface. 


Tirte I, Section 2. INSURANCE OF FINANCIAL INSTITUTIONS 


(a) The Commissioner is authorized and empowered upon such terms and 
conditions as he may prescribe, to insure banks, trust companies, personal 
finance companies, mortgage companies, building and loan associations, install- 
ment lending companies, and other such financial institutions, which the Com- 
missioner finds to be qualified by experience or facilities and approves as eligible 
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for credit insurance, against losses which they may sustain as a result of loans 
and advances of credit, and purchases of obligations representing loans and ad- 
vances of credit, made by them on and after July 1, 1939, and prior to July 1, 
1955, for the purpose of financing alterations, repairs, and improvements upon or 
in connection with existing structures, and the building of new structures, upon 
urban, suburban, or rural real property (including the restoration, rehabilita- 
tion, rebuilding, and replacement of such improvements which have been dam- 
aged or destroyed by earthquake, conflagration, tornado, hurricane, cyclone, 
flood, or other catastrophe), by the owners thereof or by lessees of such real 
property under a lease expiring not less than 6 months after the maturity of 
the loans or advance of credit and for the purpose of financing trailer coach 
mobile dwellings by owners-occupants thereof. In no case shall the insurance 
granted by the Commissioner under this section to any such financial institution 
on loans, advances of credit, and purchases made by such financial institution 
tor such purposes on and after July 1, 1939, exceed 10 per centum of the toral 
amount of such loans, advances of credit, and purchases, The aggregate amount 
of all loans, advances of credit, and obligations purchased, exclusive of financing 
charges, with respect to which insurance may be heretofore or hereafter granted 
under this section and outstanding at any one time shall not exceed $1,750,000,000. 

(b) No insurance shall be granted under this section to any such financial 
institution with respect to any obligation representing any such loan, advance 
of credit, or purchase by it [(1) if the amount of such loan, advance of credit, 
or purchase made for the purpose of financing the alteration, repair, or improve- 
ment of existing structures exceeds $2,500, or for the purpose of financing the 
construction of new structures exceeds $3,000;] (1) if the amount of such loan, 
advance of credit, or purchase exceeds $3,000, or for the purpose of financing 
mobile dwellings exceeds 75 percent of the purchase price or $5,000, whichever 
is less; (2) if such obligation has a maturity in excess of [three years,] 5 years 
and thirty-two days or for mobile dwellings seven years and thirty-two days, 
except that such maturity limitation shall not apply if such loan, advance of 
credit, or purchase is for the purpose of financing the construction of a new 
structure for use in whole or in part for agricultural purposes; or (3) unless 
the obligation bears such interest, has such maturity, and contains such other 
terms, conditions, and restrictions as the Commissioner shall preScribe, in order 
to make credit available for the purposes of this subchapter; Provided, That 
insurance may be granted to any such financial institution with respect to 
any obligation not in excess of [$10,000 and having a maturity net in excess 
of seven years] $10,000 or $1,500 per family unit, whichever is the greater, and 
having a maturity not in excess of ten years and thirty-two days representing 
any such loan, advance of credit, or purchase made by it if such loan, advance 
of credit, or purchase is made for the purpose of financing the alteration, repair, 
improvement or conversion of an existing structure used or to be used as an 
apartment house or a dwelling for two or more families; Provided further, That 
any obligation with respect to which insurance is granted under this section on 
or after July 1, 1939, may be refinanced and extended in accordance with such 
terms and conditions as the Commissioner may prescribe, but in no event for 
an additional amount or term in excess of the maximum provided for in this 
subsection. 

(c) (1) Notwithstanding any other provision of law, the Commissioner shall 
have the power, under regulations to be prescribed by him and approved by the 
Secretary of the Treasury, to assign or sell at public or private sale, or otherwise 
dispose of, any evidence of debt, contract, claim, personal property, or security 
assigned to or held by him in connection with the payment of insurance hereto- 
fore or hereafter granted under this section, and to collect or compromise all 
obligations assigned to or held by him and all legal or equitable rights accruing 
to him in connection with the payment of such insurance until such time as such 
obligations may be referred to the Attorney General for suit or collection. 

(2) The Commissioner is authorized and empowered (a) to deal with, com- 
plete, rent, renovate, modernize, insure, or sell for cash or credit, in his discre- 
tion, and upon such terms and conditions and for such consideration as the 
Commissioner shall determine to be reasonable, any real property or mobile 
dwelling conveyed to or otherwise acquired by him in connection with the pay- 
ment of insurance heretofore or hereafter granted under this subchapter and 
(b) to pursue to final collection, by way of compromise or otherwise, all claims 
against mortgagors assigned by mortgagees to the Commissioner in connection 
with such real property by way of deficiency or otherwise: Provided, That sec- 
tion 5 of title 41 shall not be construed to apply to any contract of hazard insur- 
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ance or to any purchase or contract for services or supplies on account of such 
property if the amount thereof does not exceed $1,000. The power to convey and 
to execute in the name of the Commissioner deeds of conveyance, deeds of release, 
assignments and satisfactions of mortgages, and any other written instrument 
relating to real property or any interest therein heretofore or hereafter acquired 
by the Commissioner pursuant to the provisions of this subchapter may be exer- 
cised by the Commissioner or by any Assistant Commissioner appointed by him 
without the execution of any express delegation of power or power of attorney : 
Provided, That nothing in this paragraph shall be construed to prevent the Com- 
missioner from delegating such power by order or by power of attorney, in his 
discretion, to any officer or agent he may appoint. 

(d) The Commissioner is authorized and empowered, under such regulations 
as he may prescribe, to transfer to any such approved financial institution any 
insurance in connection with any loans and advances of credit which may be 
sold to it by another approved financial institution. 

(e) The Commissioner is authorized to waive compliance with regulations here- 
tofore or hereafter prescribed by him with respect to the interest and maturity 
of and the terms, conditions, and restrictions under which loans, advances of 
credit, and purchases may be insured under this section and section 210 of this 
title, if in his judgment the enforcement of such regulations would impose an 
injustice upon an insured institution which has substantially complied with such 
regulations in good faith and refunded or credited any excess charge made, and 
where such waiver does not involve an increase of the obligation of the Commis- 
sioner beyond the obligations which would have been involved by the regulations 
had been fully complied with. 

(f) The Commissioner shall fix a premium charge for the insurance here- 
after granted under this section, but in the case of any obligation representing 
any loan, advance of credit, or purchase, such premium charge shall not exceed 
an amount equivalent to 1 per centum per annum of the net proceeds of such 
loan, advance of credit, or purchase, for the term of such obligation, and such 
premium charge shall be payable in advance by the financial institution and 
shall be paid at such time and in such manner as may be prescribed by the 
Commissioner. The moneys derived from such premium charges and all moneys 
collected by the Commissioner as fees of any kind in connection with the grant- 
ing of insurance as provided in this section, and all moneys derived from the 
sale, collection, disposition or compromise of any evidence of debt, contract, claim, 
property, or security assigned in or held by the Commissioner as provided in 
subsection (c) of this section with respect to insurance granted on and after 
July 1, 1939, shall be deposited in an account in the Treasury of the United 
States, which account shall be available for defraying the operating expenses 
of the Federal Housing Administration under this section, and any 
amounts in such account which are not needed for such purpose may be used 
for the payment of claims in connection with the insurance granted under this 
section. As amended June 26, 1947, c. 152, 61 Stat. 182; 1947 Reorg. Plan No. 3, 
eff. July 27, 1947, 12 F. R. 4981, 61 Stat. 954; Aug. 10, 1948, ¢c. 832, Title I, 101 
(s), 62 Stat. 1275; July 15, 1949, c. 338, Title IT, 201 (1), 63 Stat. 421; Aug. 30, 
1949, c. 524, 63 Stat. 681: Oct. 28, 1949, c. 729, 1 (1), 68 Stat. 905; Apr. 20, 1950, 
c. 94, Title I, 101 (a), 122, 64 Stat. 48, 59: Mar. 10, 1953, c. 5, 1, 67 Stat. 4. 

(g) The Commissioner is authorized an directed to make such rules and 
regulations as may be necessary to carry out the provisions of this title. ‘Title 
II Section 207 Rental Housing Insurance. 

(a) As used in this section— 

(1) The term “mortgage” means a first mortgage on real estate in fee simple, 
or on the interest of either the lessor or lessee thereof (A) under a lease for 
not less than ninety-nine years which is renewable or (B) under a lease having 
a period of not less than fifty years to run from the date the mortgage was 
executed, upon which there is located or upon which there is to be constructed 
a building or buildings designed principally for residential use, including facili- 
ties for trailer coach mobile dwellings; and the term “first mortgage” means 
such classes of first liens as are commonly given to secure advances (including 
but not being limited to advances during construction) on, or the unpaid purchase 
price of, real estate under the laws of the State, in which the real estate is 
located, together with the credit instrument of instruments, if any, secured 
thereby, and may be in the form of trust mortgages or mortgage indentures or 
deeds of trust securing notes, bonds, or other credit instruments. 

(2) The term “mortgagee” means the original lender under a mortgage, and 
its successors and assigns, and includes the holders of credit instruments issued 
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under a trust mortgage or deed of trust pursuant to which such holders act 
by and through a trustee therein named. 

(3) The term “mortgagor” means the original borrower under a mortgage 
and its successors and assigns. 

(4) The term “maturity date” means the date on which the mortgage indebted- 
ness would be extinguished if paid in accordance with the periodic payments 
provided for in the mortgage. ; 

(5) The term “slum or blighted area” means any area where dwellings pre- 
dominate which, by reason of dilapidation, overcrowding, faulty arrangement 
or design, lack of ventilation, light or sanitation facilities, or any combination 
of these factors, are detrimental to safety, health, or morals. 

(6) The term “rental housing” means housing, the occupancy of which is per- 
mitted by the owner thereof in consideration of the payment of agreed charges, 
whether or not, by the terms of the agreement, such payment over a period of 
time will entitle the occupant to the ownership of the premises or space in a 
trailer court or park properly arranged and equipped to accommodate a trailer 
coach mobile dwelling. 

(7) The term “State” includes the several States, and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, and the Virgin Islands. 


INSURANCE OF ADDITIONAL MORTGAGES 


(b) In addition to mortgages insured under section 203 of this title, the 
Commissioner is authorized to insure mortgages as defined in this section (in- 
eluding advances on such mortgages during construction) which cover property 
held by— 

(1) Federal or State instrumentalities, municipal corporate instrumentali- 
ties of one or more States, or limited dividend or redevelopment or housing 
corporations restricted by Federal or State laws or regulations of State banking 
or insurance departments as to rents, charges, capital structure, rate of return, 
or methods of operation ; or 

(2) Private corporations, associations, cooperative societies which are legal 
agents of owner-occupants, or trusts formed or created for the purpose of re- 
habilitating slum or blighted areas, or providing housing for rent or sale, and 
which possess powers necessary therefor and incidental thereto, and which, 
until the termination of all obligations of the Commissioner under such insur- 
ance, are regulated or restricted by the Commissioner as to rents or sales, charges, 
capital structure, rate of return, and methods of operation to such extent and 
in such manner as to provide reasonable rentals to tenants and a reasonable 
return on the investment. The Commissioner may make such contracts with, 
and acquire for not to exceed $100 such stock or interest in, any such corpora- 
tion, association, cooperative society, or trust as he may deem necessary to 
render effective such restriction or regulation. Such stock or interest shall be 
paid for out of such Housing Fund, and shall be redeemed by the corporation, 
association, cooperative society, or trust at par upon the termination of all 
obligations of the Commissioner under the insurance. 

The insurance of mortgages under this section is intended to facilitate partic- 
ularly the production of rental accommodations, at reasonable rents, of design 
and size suitable for family living. The Commissioner is, therefore, authorized 
and directed in the administration of this section to take action, by regulation 
or otherwise, which will direct the benefits of mortgage insurance hereunder 
primarily to those projects which made adequate provision for families with 
children, and in which every effort has been made to achieve moderate rental 
charges. 

Notwithstanding any other provisions of this section, no mortgage shall be 
insured hereunder unless the mortgagor certifies under oath that in selecting 
tenants for the property covered by the mortgage he will not discriminate against 
any family by reason of the fact that there are children in the family, and that he 
will not sell the property while the insurance is in effect unless the purchaser so 
certifies, such certification to be filed with the Commissioner. Violation of any 
such certification shall be a misdemeanor punishable by a fine of not to exceed 
$500. 
ELIGIBILITY F)JR INSURANCE; RELEASE OF PART OF PROPERTY 

(c) To be eligible for insurance under this section a mortgage on any property 
or project shall involve a principal obligation in an amount— 


(1) not to exceed $5,000, or, if executed by a mortgagor coming within the pro 
visions of subsection (b) (1) of this section, not to exceed $50,000,000 : 
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(2) not to exceed 80 per centum of the estimated value of the property or 
project (when the proposed improvements are completed) : Provided, That ex- 
cept with respect to a mortgage executed by a mortgagor coming within the pro- 
visions of paragraph numbered (b) (1) of this section, such mortgage shall not 
exceed the amount which the Commissioner estimates will be the cost of the 
completed physical improvements on the property or project exclusive of public 
utilities and streets and organization and legal expenses: Provided further, That 
nothing contained in this section shall preclude the insurance of mortgages cov- 
ering existing construction located in slum or blighted areas, as defined in para- 
graph numbered (5) of subsection (a) of this section, and the Commissioner may 
require such repair or rehabilitation work to be completed as is, in his discretion, 
necessary to remove conditions detrimental to safety, health, or morals: And 
provided further, That the above limitations in this paragraph shall not apply 
to mortgages on housing in the Territory of Alaska, or in Guam, but such a 
mortgage may involve a principal obligation in an amount not to exceed 90 per 
centum of the amount which the Commissioner estimates will be the repl-cement 
cost of the property or project when the proposed improvements are completed 
(the value of the property or project as such term is used in this paragranh may 
include the land, the proposed physical improvements, utilities within the boun- 
daries of the property or project, architect's fees, taxes, and interest accruing dur- 
ing construction, and other miscellaneous charges incident to construction and 
approved by the Commissioner) ; and 

(3) [not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2.000 per room (or $7,200 per family unit if the 
number of rooms in such property or project does not equal or exceed four per 
family unit) and not in evcess of $10,000 per family unit. 

[Notwithstanding any of the limitations contained in paragraph numbered (2) 
and (3) of this subsection, if the number of bedrooms in such property or project 
is equal to or exceeds two per family unit, and the principal oblivation of the 
mortgage does not exceed $7,200 per family unit for such part of such pronerty 
as may be attributable to dwelling use, the mortrage may involve a principal 
obligation not in excess of 99 per centum of the estimated value of the property 
or project (when the proposed improvements are completed).J (3) not to 
exceed, for such part of such property or project as may he attributable to dawell- 
ing use, $2,000 per room (or $7.200 per family unit if the numher of rooms in 
such property or project does not equal or ercced four per family unit) or not 
to exceed $1,000 per space or $300,000 per mortgage for trailer courts or parks: 
Provided, That as to projects to consist of elevator tupe structures, the Commis- 
sioner may, in his discretion. increase the dollar amount limitation of $2,000 
per room to not to exceed $2,400 per room and the dollar amount limitation of 
$7,200 per family unit to not to exceed $7.500 per family unit, as the case may 
be, to compensate for the higher costs incident to the construction of elerator 
type structures of sound standards of construction and design: And prorided 
further, That such mortgage shall not involre a princinal oblination exrcecding 
the maximum amount prescribed by the provisions of this section 207 in cffect 
prior to the effective date of the Housing Act of 1954, unless the President, 
pursuant to section 201 of the Housing Act of 1954. has authorized a greater 
marimum amount, in which event such principal shall not exceed such greater 
marimum amount. 


PREMIUM, APPRAISAL, AND INSPECTION CHARGES 


(d) The Commissioner shall collect a premium charge for the insurance of 
mortgages under this section and section 210 of this title which shall be payable 
annually in advance by the mortgagee, either in cash or in debentures of the 
Housing Insurance Fund issued by the Commissioner under this subchanter 
at par plus accrued interest. In addition to the premium charge herein pro- 
vided for, the Commissioner is authorized to charge and collect such amounts 
as he may deem reasonable for the appraisal of a propertv or project offered 
for insurance and for the inspection of such property or project during construc- 
tion: Provided, That such charges for appraisal and inspection shall not agere- 
gate more than 1 per centum of the original principal face amount of the 
mortgage. 


ADJUSTED PREMIUM CHARGE ON PAYMENT OF MORTGAGE 
(e) In the event that the principal obligation of any mortgage accepted for 


insurance under this section is paid in full prior to the maturity date, the Com- 
missioner is authorized in his discretion to require the payment by the mortgagee 
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of an adjusted premium charge in such amount as the Commissioner determines 
to be equitable, but not in excess of the aggregate amount of the premium charges 
that the mortgagee would otherwise have been required to pay if the mortgage 
had continued to be insured until such maturity date. 


HOUSING INSURANCE FUND 


(f) There is created a Housing Insurance Fund (herein referred to as the 
“Housing Fund”) which shall be used by the Commissioner as a revolving fund 
for carrying out the provisions of this section and sections 210 and 213 of this 
title, and the Commissioner is directed to transfer immediately to such Housing 
Fund the sum of $1,000,000 from that part of the Fund now held by him arising 
from appraisal fees heretofore collected by him. General expenses of operations 
of the Federal Housing Administration under this section and section 213 of this 
title may be charged to the Housing Fund. 


PAYMENT OF INSURANCE AFTER DEFAULT 


(zg) The failure of the mortgagor to make any payment due under or provided 
to be paid by the terms of a mortgage insured under this section shall be con- 
sidered a default under such mortgage and, if such default continues for a 
period of thirty days, the mortgagee shall be entitled to receive the benefits of 
the insurance as hereinafter provided, upon assignment, transfer, and delivery 
to the Commissioner, within a period and in accordance with rules and regula- 
tions to be prescribed by the Commissioner of (1) all rights and interests 
arising under the mortgage so in default; (2) all claims of the mortgagee 
against the mortgagor or others, arising out of the mortgage transactions; (3) 
all policies of title or other insurance or surety bonds or other guaranties and 
any and all claims thereunder; (4) any balance of the mortgage loan not 
advanced to the mortgagor; (5) any cash or property held by the mortgagee, 
or to which it is entitled, as deposits made for the account of the mortgagor 
and which have not been applied in reduction of the principal of the mortgage 
indebtedness; and (6) all records, documents, books, papers, and accounts 
relating to the mortgage transaction. Upon such assignment, transfer, and 
delivery the obligation of the mortgagee to pay the premium charges for mortgage 
insurance shall cease, and the Commissioner shall, subject to the cash adjustment 
provided for in subsection (j) of this section, issue to the mortgagee a certificate 
of claim as provided in subsection (h) of this section, and debentures having a 
total face value equal to the original principal face amount of the mortgage 
plus such amount as the mortgagee may have paid for (A) taxes, special assess- 
ments, and water rates, which are liens prior to the mortgage; (B) insurance 
on the property; and (C) reasonable expenses for the completion and preserva- 
tion of the property and any mortgage insurance premiunis paid after default, 
less the sum of (i) that part of the amount of the principal obligation that has 
been repaid by the mortgagor, (ii) an amount equivalent to 1 per centum of the 
unpaid amount of such principal obligation, and (iii) any net income received 
by the mortgagee from the property: Provided, That the mortgagee in the event 
of a default under the mortgage may, at its option and in accordance with reg- 
ulations of and in a period to be determined by, the Commissioner, proceed to 
foreclose on and obtain possession of or otherwise acquire such property from 
the mortgagor after defult, and receive the benefits of the insurance as herein 
provided, upon (1) the prompt conveyance to the Commissioner of title to the 
property which meets the requirements of the rules and regulations of the 
Commissioner in force at the time the mortgage was insured and which is evi- 
denced in the manner prescribed by such rules and regulations, and (2) the 
assignment to him of all claims of the mortgagee against the mortgagor or 
others, arising out of the mortgage transaction or foreclosure proceedings, 
except such claims that may have been released with the consent of the Com- 
missioner. Upon such conveyance and assignment, the obligation of the mort- 
gagee to pay the premium charges for insurance shall cease and the mortgagee 
shall be entitled to receive the benefits of the insurance as provided in this 
subsection, except that in such event the i per centum deduction, set out in (ii) 
hereof, shall not apply. 
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CERTIFICATE OF CLAIM : DIVISION OF EXCESS PROCEEDS 


(h) The certificate of claim issued under this section shall be for an amount 
which the Commissioner determines to be sufficient, when added to the fact 
value of the debentures issued and the cash adjustment paid to the mortgagee, 
to equal the amount which the mortgagee would have received if, on the date of 
the assignment, transfer and delivery to the Commissioner provided for in sub 
section (g) of this section, the mortgagor had extinguished the mortgage in- 
debtedness by payment in full of all obligations under the mortgage and a reason. 
able amount for necessary expenses incurred by the mortgagee in connection 
with the foreclosure proceedings, or the acquisition of the mortgaged property 
otherwise, and the conveyance thereof to the Commissioner. Each such cer- 
tificate of claim shall provide that there shall accrue to the holder of sueh cer- 
tificate with respect to the face amount of such certificate, an increment at the 
rate of 3 per centum per annum which shall not be compounded. If the net 
amount realized from the mortgage, and all claims in connection therewith, so 
assigned, transferred, and delivered, and from the property covered by such 
mortgage and all claims in connection with such property, after deducting all 
expenses incurred by the Commissioner in handling, dealing with, acquiring title 
to, and disposing of such mortgage and property, and in collecting such claims, 
exceeds the face value of the debentures issued and the cash adjustment paid to 
the mortgagee plus all interest paid on such debentures, such excess shall be 
divided as follows: 

(1) If such excess is greater than the total amount payable under the cer- 
tificate of claim issued in connection with such property, the Commissioner 
shall pay to the holder of such certificate the full amount so payable, and any 
excess remaining thereafter shall be retained by the Commissioner and credited 
to the Housing Insurance Fund; and 

(2) If such excess is equal to or less than the total amount payable under 
such certificate of claim, the Commissioner shall pay to the holder of such 
certificate the full amount of such excess. 


DEBENTURES ; EXECUTION, NEGOTIABILITY ; TERMS; TAX EXEMPTIONS 


(i) Debentures issued under this section shall be executed in the name of the 
Housing Insurance Fund as obligor, shall be signed by the Commissioner, by 
either his written or engraved signature, shall be negotiable, and shall be dated 
as of the date of default as determined in subsection (g) of this section and shall 
bear interest from such date. They shall bear interest at a rate determined by 
the Commissioner, with the approval of the Secretary of the Treasury, at the 
time the mortgage was insured, but not to exceed 3 per centum per annum pay- 
able semiannually on the 1st day of January and the ist day of July of each year, 
and shall mature ten years after the date thereof. Such debentures as are issued 
in exchange for mortgages insured after February 3, 1938, shall be exempt, both 
as to principal and interest, from all taxation (except surtaxes, estate, inherit- 
ance, and gift taxes) now or hereafter imposed by the United States, by any 
Territory, dependency, or possession thereof, or by any State, county, municipal- 
ity, or local taxing authority. They shall be paid out of the Housing Fund which 
shall be primarily liable therefor, and they shall be fully and unconditionally 
guaranteed as to principal and interest by the United States, and such guaranty 
shall be expressed on the face of the debentures. In the event the Housing Fund 
fails to pay upon demand, when due, the principal of or interest on any deben- 
tures so guaranteed, the Secretary of the Treasury shall pay to the holders the 
amount thereof which is authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, and thereupon, to the extent of the amount 
so paid, the Secretary of the Treasury shall succeed to all the rights of the holders 
of such debentures. 

(j) Debentures issued under this section shall be in such form an denomina- 
tions in multiples of $50, shall be subject to such terms and conditions, and shall 
ine!nde such provision for redemption, if any, as may be prescribed by the Com- 
missioner with the approval of the Secretary of the Treasury and may be in 
coupon or registered form. Any difference between the amount of debentures to 
which the mortgagee is entitled under this section, and the aggregate face valne 
of the debentures issued, not to exceed $50, shall be adjusted by the payment of 
cash by the Commissioner to the mortgagee from the Housing Fund. 

(k) The Commissioner is hereby authorized either to (1) acquire possession 
of and title to any property, covered by a mortgage insured under this section 
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and assigned to him, by voluntary conveyance in extinguishment of the mortgage 
indebtedness, or (2) institute proceedings for foreclosure on the property covered 
by any such insured mortgage and prosecute such proceedings to conclusion. The 
Commissioner shall so acquire possession of and title to the property by voluntary 
conveyance or institute foreclosure proceedings as provided in this section within 
a period of one year from the date on which any such mortgage becomes in default 
under its terms or under the regulations prescribed by the Commissioner: Pro- 
vided, That the foregoing provisions shall not be construed in any manner to limit 
the power of the Commissioner to foreclose on the mortgaged property after the 
expiration of such period, or the right of the mortgagor to reinstate the mortgage 
by the payment, prior to the expiration of such period, of all delinquencies there- 
under. The Commissioner at any sale under foreclosure may, in his discretion, 
for the protection of the Housing Fund, bid any sum up to but not in excess of the 
total unpaid indebtedness secured by the mortgage, plus taxes, insurance, fore- 
closure costs, fees, and other expenses, and may become the purchaser of the 
property at such sale. The Commissioner is authorized to pay from the Housing 
Fund such sums as may be necessary to defray such taxes, insurance, costs, fees, 
and other expenses in connection with the acquisition of foreclosure of property 
under this section. Pending such acquisition by voluntary conveyance or by fore- 
closure, the Commissioner is authorized, with respect to any mortgage assigned 
to him under the provisions of subsection (g), to exercise all the rights of a 
mortgagee under such mortgage, including the right to sell such mortgage, and 
to take such action and advance such sums as may be necessary to preserve or 
protect the lien of such mortgage. 

(1) Notwithstanding any other provisions of law relating to the acquisition, 
handling, or disposal of real and other property by the United States, the 
Commissioner shall also have power, for the protection of the interests of the 
Housing Fund, to pay out of the Housing Fund all expenses or charges in con- 
nection with, and to deal with, complete, reconstruct, rent, renovate, modernize, 
insure, make contracts for the management of, or establish suitable agencies 
for the management of, or sell for cash or credit or lease in his discretion, any 
property acquired by him under this section; and notwithstanding any other 
provision of law, the Commissioner shall also have power to pursue to final 
collection by way of compromise or otherwise all claims ass'gned and trans- 
ferred to him in connection with the assignment, transfer, and delivery provided 
for in this section, and at any time, upon default, to foreclose on any property 
secured by any mortgage assigned and transferred to or held by him: Provided, 
That section 3709 of he Revised Statutes shall not be construed to apply to any 
contract for hazard insurance, or to any purchase or contract for services or 
supplies on account of such property if the amount thereof does not exceed 
$1,000. 

(m) Premium charges, adjusted premium charges, and appraisal and other 
fees, received on account of the insurance of any mortgage insured under this 
section of section 210, the receipt derived from any such mortgage or claim 
assigned to the Commissioner and from any property acquired by the Commis- 
sioner, and all earnings on the assets of the Housing Fund, shall be credited to 
the Housing Fund. The principal of and interest paid and to be paid on deben- 
tures issued in exchange for any mortgage or property insured under th’s section 
or section 210, cash adjustments, and expenses incurred in the handling of such 
mortgages or property and in the foreclosure and collection of mortgages and 
claims assigned to the Commissioner under this section or section 210, shall be 
charged to the Housing Fund. 

(n) In the event that a mortgage insured under this section becomes in 
default through failure of the mortgagor to make any payment due under or 
provided to be paid by the terms of the mortgage and such mortgage continues 
in default for a period of thirty days, but the mortgagee does not foreclose on or 
otherwise acquire the property, or does not assign and transfer such mortzage 
and the credit instrument secured thereby to the Commissioner, in accordance 
with subsection (zg), and the Commissioner is given written notice thereof, or 
in the event that the mortgagor pays the obligation under the mortgage in full 
prior to the maturity thereof, and the mortgagee pays any adjusted premium 
charge required under the provisions of subsection (e), and the Commissioner 
is given notice by the mortgagee of the payment of such obligation, the obliga- 
tion to pay the annual premium charge for insurance shall cease, and al! rights 
of the mortgagee and the mortgagor under this section shall.terminate as of the 
date of such notice. 
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(o) The Commissioner, with the consent of the mortgagee and the mortgagor 
of a mortgage insured under this section prior to the date of enactment of the 
National Housing Act Amendments of 1938, shall be empowered to reissue such 
mortgage insurance in accordance with the provisions of this section as amended 
by such Act, and any such insurance not so reissued shall not be affected by the 
enactment of such Act. 

(p) Moneys in the Housing Fund not needed for current operations of this 
section and section 210 shall be deposited with the Treasurer of the United 
States to the credit of the Housing Fund or invested in bonds or other obligations 
of, or in bonds or other obligations guaranteed as to principal and interest by, 
the United States. The Commissioner may, with the approval of the Secretary 
of the Treasury, purchase in the open market debentures issued under the pro- 
visions of this section and section 204. Such purchase shall be made at a price 
which will provide an investment yield of not less than the yield obtainable from 
other investments authorized by this subsection. Debentures so purchased 
shall be canceled and not reissued. 

(q) In order to assure an adequate market for mortgages on cooperative owner- 
ship projects and rental-housing projects for families of lower income and vet- 
erans of the character described in the second proviso of paragraph (2) of sub- 
section (c) of this section, the powers of the Federal National Mortgage As- 
sociation and of any other Federal corporation or other Federal agency here- 
after established, to make real-estate loans, or to purchase, service, or sell any 
mortgages, or partial interests therein, may be utilized in connection with proj- 
ects of the character described in said proviso. As amended 1947 Reorg. Plan 
No. 3, eff. July 27. 1947, 12 F. R. 4981, 61 Stat. 954; July 1, 1948, c. 784, 6, 62 Stat. 
1209: Aug. 10, 1948, c. 832, Title I. 101 (m-p, r), 62 Stat. 1273, 1274; Apr. 20, 1950, 
ec. 94, Title I. 106-112, 122, 64 Stat. 53, 59: Sept. 1, 1951, c. 378, Title VI, 604 (hb), 
605, 65 Stat. 314; July 14, 1952, c. 723, 10 (a), (2), 66 Stat. 603; June 30, 1953, 
c. 170, 5, 67 Stat. 122. 


[Attachment C] 
SuMMARY OUTLINE 


Proposat To INCLUDE TRAILER CoacH MortLteE HoMES AND PARKS IN 
NATIONAL HousIne Act 


(a) FHA credit insurance should be extended because mohile homes: 

(1) Supply 90 percent of the low-cost market under $6,000. 

(2) Are permanent housing for nearly 2 million people. 

(3) Are high quality with 2 bedrooms, bathrooms, complete kitchens and 
household equipment as compared with some FHA houses and apart- 
ments with 1 bedroom, no inside sanitary facilities, and no stoves, 
refrigerators, or furnishings. 

(4) Are only housing solution to many essential migratory occupations. 

(5) Owners are good credit risks to whom existing FHA procedures can 
readily he applied. 

(bd) Under this proposed legislation: 

(1) FHA would insure lending institutions against losses up to 10 percent 
on mobile home loans on same basis that property improvement 
loans are now insured, fixing the maximum loan at 75 percent of the 
purchase price or $5,000, whichever is less, and providing a maximum 
term of 7 years. 

(2) FHA would insure mortgages on trailer parks on the same terms as 
garden apartments provided that no loan could exceed $1,000 per 
trailer space and no mortgage could exceed $300,000. 

(3) All trailer coach mobile dwellings and parks would meet minimum 
standards established by FHA. 

(c) Advantages: 

(1) Will enable home ownership by essential workers requiring high qual- 
ity low-cost mobile housing. 

(2) Will encourage a strong mobile housing industry and resource for na- 
tional security. 

(3) Will improve general property values and community relations by en- 
couraging modern standards for trailer coach dwellings. 

(4) Will sustain employment in the many factories throughout the Nation, 
producing trailer coaches, parts, supplies, and among dealers and 
trailer park operators. 















































gor 
the 
ach 
led 
the 


his 
ted 
ms 
by, 
ry 
ro- 
ice 
Om 


ed 


er- 
et- 
1b- 
As- 
re- 
ny 
0j- 
an 
if. 

50, 
»), 


d 
t- 
S, 


Ye of 


“s 





SESE Al A + Bien MB hati. 


o 





er? 


et | RRR EI tn 


HOUSING ACT. OF 1954 O85 


(5) Will be a fully self-supporting and self-amortizing FHA programm not re- 
quiring an increase in taxes or national debt. 


[Attachment D] 


Basic Facts on TRAILER Coacu Morrte Home INpusTRY AND MARKET 


The trailer coach mobile dwelling is home to more than 2 million Americans. 
Today the bulk of low-cost housing is provided by trailer coaches. Yet the 
National Housing Act—still rooted to the concepts of 1934 when the trailer 
coach was only a partially equipped shelter for vacationists—makes no provision 
whatever for this tremendously important part of the Nation’s housing resources. 

This anachronism must be ended. The needs of the purchasers of low-cost 
housing, and the defense, emergency, and essential civilian uses of mobile dwell- 
ings can be met only by an amendment which will bring our housing legislation 
up to date. 

In the public interest, the Trailer Coach Association presents the basic facts 
and a specific proposal for amending the National Housing Act so that the people 
who live in trailers can receive equal consideration for FHA insured loans with 
the people who live in nonmobile low-cost dwellings. 


Did you know that the trailer coach mobile dwelling is supplying the bulk of 
the really low-cost housing today? 

As evidenced by section 8 of title I of the National Housing Act, the really 
low-cost dwelling is one that sells for $6,000 or less. 

Less than one-half of 1 percent of fixed-to-site FHA insured dwellings built 
in the last few years are in the category of really low-cost housing. Put another 
way, about 6,000 really low-cost fixed-to-site homes are being produced under 
FHA annually and these are the bulk of nonfarm dwellings in this price category. 
By contrast, there has been an qnnual production of more than 80,000 trailer 
coach mobile dwellings selling for less than $6,000 each. 

This means that about 90 percent of the market for really low-cost homes— 
the kind for which section 8 of title I was intended—are actually being supplied 
by trailer coaches. 

This is all the more startling when account is taken of two other facts: 

1. The price of a trailer coach mobile dwelling includes furniture and 
complete equipment. The typical fixed-to-site low-cost home requires a large 
additional investment in equipment and furnishing. 

2. The terms of financing trailer coach mobile dwellings—by reason of 
their being overlooked heretofore in Federal housing legislation—have been 
unreasonably harsh in comparison with the very generous terms provided 
by the Congress for low-priced fixed-to-site dwellings. 

Does it make sense or is it fair to provide generous terms under FHA guaranty 
to the small number of the low-cost housing purchasers who choose the fixed-to- 
site dwellings and to ignore the 90 percent who prefer and need the low-cost 
trailer coach mobile dwellings? 


More than 2 million people have found the trailer coach mobile houses the best 
answer to their housing needs 

At the time Congress was first considering and enacting legislation to provide 
credit on reasonable terms for home ownership, there was no such thing as a 
trailer coach mobile dwelling. The total retail sales of trailer coaches in 1930 
amounted to only $1.3 million and practically all of that was for vacationists. 

By 1952, purchases of trailer coaches amounted to $320 million, an increase 
of 300 times, and today almost all of the trailer coaches are purchased for 
year around, permanent dwellings. 

It is not simply chance but choice that has made the trailer coach mobile 
dwelling the fastest growing segment of the housing industry and, indeed, one 
of the very fastest growing industries in the country. 

More than 2 million people live in three-quarters of a million trailer coach 
homes because they find their needs met better that way. 

In 1937, vacationers accounted for about 50 percent of trailer coach purchasers. 
Many more vacationers are purchasing trailer coaches today than 17 years ago 
but the vacationer is only 1 percent of today’s trailer coach market. Ninety two 
percent of today’s purchases are for dwelling purposes. They are the homes 
of military personnel and their families, of defense workers and their families, 
of newlyweds, of retired folks, of construction workers, and others in mobile or 
semimobile employment. 
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About 60 percent of the trailer coach buyers are workers in defense and 
essential civilian industries. Some of these in construction, crop harvesting 
and other essential migratory occupations have no alternative—the trailer coach 
is the only practical solution for living with their families. 

Others choose mobile dwellings to increase their employment security and 
reduce the risk of losing their investment in a home. 

As economic conditions change and their jobs in one location are finished, 
they are not tied down by fixed-to-site housing commitments and thus influenced 
to remain in and add to a pool of local unemployment. Workers in mobile 
dwellings can move to wherever their skills are needed and thus assist the 
economy in its continual readjustment and assist themselves to continuous 
employment. 

And remember this: The mobile dwelling owners no longer have to buy or 
rent under conditions of local boom; nor do they have to unload their houses 
when local employment conditions take a turn downward and there is a local 
oversuupply of housing. In this respect the mobile dwelling investment is a 
sounder investment. 

Thus, the detense worker and the essential civilian worker—the purchasers 
of 3 out of 5 trailer coaches today—are assured of more continuous employ- 
ment, avoidance of boomtown overpayments and of ghost-town liquidations, and 
at the same time are saving on current housing costs because no other form 
of housing matches the trailer-coach dwelling in low costs. 

Military personnel purchase 1 out of every 4 trailer coaches sold today. 
For the servicemen the trailer-coach dwelling has many advantages. No longer 
need he rent converted barns and chicken coops or other substandard quarters 
at exorbitant prices. No longer need he speculate on the length of his assign- 
ment at any one station and hurriedly sell a home if he gets orders to report 
elsewhere. He and his family can continue to live in their own home, moving 
quickly and easily to anywhere in the country where he may next be stationed. 
His current living costs are lower and his paYments help build a good family 
saving—the equity in his mobile home. The feeling of having a succession of 
quarters, none of which can be called home, is replaced. The comfortable 
completely equipped and furnished modern trailer-coach dwelling is home to 
the serviceman and his family regardless of the installation to which he is 
assigned. 

The older folks have taken to trailers in large numbers. Retired ‘people are 
accounting for 10 percent of trailer-coach purchases. Typically, the retired 
couple desires independence; the trailer-coach dwelling is easy to keep and 
provides a practical home which can be brought along for visits to children. 
Also, the retired couple usually has an adjustment problem; new interests are 
found in trailer-coach living to supplement the feeling of being discarded by the 
workaday world. In modern trailer parks in every part of the country retired 
couples are making new friends, enjoying new hobbies and sports. Then again, 
the ability to avoid the extremes of hot summers and cold winters is of par- 
ticular importance to older people; many retired couples are enjoying the oppor- 
tunity of being in a pleasant climate the year round. For the modern retired 
couple no other housing possesses anything like these advantages of the trailer 
coach mobile dwelling. 

Newlyweds are taking to trailer-coach living in increasing numbers. Buying 
a trailer coach does not present the same awesome decision to the newlyweds 
that is involved in buying a fixed-to-site home, particularly when consideration 
is given to the fact that the trailer-coach dwelling comes equipped with furniture 
and, in fact, with almost everything but linens and dishes. First of all, the 
cost is lower. Second, it does not cut off the opportunity to try out other jobs 
and lines of business that may open up in other communities. It reduces house 
keeping chores, a factor of particular importance, when the young housewife 
is continuing to work. And when a child comes the young wife finds the trailer- 
coach home in a modern trailer park an ideal combination of a compact, well 
ordered, small home in a garden type of community. 

The National Housing Act has failed to take account of these developments. 
The failure te note the tiny industry of the thirties was understandable. To- 
day, however, a failure to accept the trailer coach mobile dwelling as a part of 
the housing program would be.a failure to recognize the low-cost braneh and the 
fastest growing branch of the industry. More important it would mean con- 
tinued discrimination against the families of defense and essential civilian 
workers, military personnel, and against retired people. More than 2 million 
people have found that the trailer coach mobile dwelling is meeting their housing 








and 
Sting 
oach 


and 


shed, 
nced 
Obile 

the 
Hous 


y Or 
uses 
ocal 
is a 


sers 
loy- 
and 
orm 


lay 
iger 
ters 
ign- 
rt 
‘ing 
ned. 
nily 
L ot 
ible 
| to 


, Ig 


are 
red 
ind 
en 

are 
the 
red 
in, 








t 
; 


HOUSING ACT OF 10954 587 


needs best. Two hundred thousand persons are joining the trailer coach popula- 

tion each year. Thees are Americans who are looking forward to the same 

treatment that Congress has provided other homeowners in the National Housing 

Act. 

Why handicap millions of people who need and prefer trailer-coach mobile 
dwellings? 

The decision to recognize the trailer-eoach mobile dwelling as a part of the 
housing resources of the country entitled to the benefits of the National Housing 
Act cannot be deferred. It is not a transitory problem. The trailer coach 
mobile dwelling is an essential part of the modern industrial and farm economy 
and society. 

An important fact is that 2 out of 3 purchasers of trailer coach mobile 
dwellings have owned such dwellings previously. About 90 percent of the pur- 
chasers of trailer coach mobile dwellings are planning to live in them for at 
least 5 years and many of the purchasers are planning to live in them in- 
definitely. 

A Semaine of the trailer-coach market gives further proof that we are 
dealing with permanent growing trends and with problems which are not transi- 
tory and must be faced by the Congress. 

One-fourth of the purchasers of trailer coach mobile dwellings are under 30 
years of age and 60 percent are under 40. The encouragement of homeowner- 
ship in the early formative years is basic in our national housing policy. 

Newlyweds are an important and growing part of the market for trailer-coach 
dwellings. 

On the other end of the age spectrum, the increase in older people in our 
national population is one of the basic economic facts of our time. Some 
12 milion people are in the 65-and-over age group. By 1980, they will number 
22. million. The immensely favorable and growing demand for trailer coach 
mobile homes for retired couples promises therefore not merely to continue but 
to increase sharply in coming years. 

As long as we have national defenses to worry about, the serviceman subject 
to repeated assignment within the United States will have the choice of having 
a succession of dwellings but no home or of taking his home and family along 
with him, Experience is showing that an increasing number will be choosing 
the trailer coach mobile dwelling. 

Finally, in a dynamic economy, many defense and essential civilian workers 
will continue to have the problem of relocating from where the economy no 
longer needs their skills to the places where the economy will need them. The 
average family income of the trailer-coach population is about $5,000 a year. 
In periods of less-than-full employment, the divergence is likely to increase on 
account of the abilility of the trailer-coach family to seek out the areas of 
greatest economic strength. Thus, this segment of the trailer-coach market 
will also continue to be strong and to grow. 

The fact is that the trailer coach-mobile dwelling is here to stay. The people 
who live in them and the people who would like to live in them are an important 
segment of our population. 

To a family which has chosen a trailer coach for a home, there is no sense 
whatever in being excluded from the financing assistance which the Federal 
Government provides other homeowners. The offhand objections of trailer- 
coach critics are easily answered: 

1. The trailer coach is not real property.—The distinctions that have been 
evolved between real and personal property are far less pertinent than the fact 
that the trailer coach is used as a dwelling like any other housing. There is no 
reason in our day and age why the National Housing Act should not make pro- 
vision for all low-cost housing whether in the legal concept of real property 
or not. Incidentally, the trailer park which is indisputably real property— 
closely akin to a garden-apartment property in the function of renting out 
space—is also completely neglected in the National Housing Act. 

2. It would be risky to lend money on housing that doesn’t stay put—No 
such thing. The experience of banks and other lending institutions which have 
made loans to trailer-coach dea‘ers and their customers demonstrates that such 
loans are safe and not risky. Only 1 percent of these banks and lending insti- 
tutions experienced losses involving more than one-half percent of the loans made. 
That is a remarkable record backed up by the fact that the trailer coach is a 
low-cost dwelling and that its owner can move to areas of employment demand. 
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8 The trailer-coach purchaser doesn’t need the benefits of the National Hous. 
tng Act.—Had it not been for the disadvantageous credit terms, many more people 
would be enjoying the advantages of trailer-coach mobile dwellings today. Also, 
many people in defense areas would have bought a mobile dwelling rather than 
rely on the Government to furnish them public housing at the taxpayers’ expense. 
The purchaser of a $6,000 fixed-to-site house under section 8 of title I puts down 
only $250, and under the long-term FHA-insured mortgage pays less than $31 a 
month. For a $5,000 mobile dwelling the purchaser might have to lay out $1,667 
and would have monthly payments to pay of about $100 plus an average of about 

25 for ground rent and utilities. At the end of several years, of course, the 
trailer-coach purchaser will be in a much better position than the fixed-to-site 
hcemeowner who will have to continue his payments for many more years. How- 
ever, the initial financial lead of purchasing a trailer-coach mobile dwelling is 
a hardship for most purchasers and prohibitive for many. It would cost the 
United States Government nothing to provide the same kind of credit insurance 
for trailer-coach purchasers as it does for such purposes as property improve- 
ment. 

The trailer-coach mobile dwelling needs and deserves FHA credit guarantees 
such as are extended to the low-cost housing or property improvements. Until 
the National Housing Act is amended to accomplish that purpose, millions of 
Americans are penalized for exercising a choice in selecting the type of dwelling 
most suited to their own needs. 


A proposal to the Congress of the United States for legislative recognition of the 

trailer-coach dwelling as an essential part of the national housing resources 

Congress can remedy the major credit difficulties of the trailer-coach mobile- 
dwelling purchaser by amending the National Housing Act in two ways: 

1. To authorize FHA to insure lending institutions against losses of up to 
10 percent of their outstanding loans to finance the purchase of trailer coaches 
for occupancy as dwellings by their owners: Provided, That each such loan shall 
not be for a term of more than 7 years or exceed $5,000, or 75 percent of the pur- 
chase price of the trailer, whichever is less, and that the dwellings are certified 
to the lenders as meeting minimum FHA standards for trailer-coach mobile-home 
construction. 

2. To authorize FHA to insure mortgage loans to finance the construction or 
sale of trailer parks meeting FHA minimum standards: Provided, That no loan 
shall exceed $1,000 per trailer space or $300,000 in the aggregate, and that the 
term of the loan shall not exceed 30 years. 

The first of these amendments is patterned along the general lines of title I, 
class 1 (a) of the National Housing Act, and the second follows the general lines 
of section 207 of title II. These tested provisions of the existing law have pro- 
vided assistance to homeowners and builders without loss to the United States 
Government. In the same way, they can be adapted constructively for trailer- 
coach mobile dwellings and trailer-coach parks. 


The results will benefit the people of every State 


The benefits of the proposed amendments will be of lasting advantage, not 
only to the purchasers of trailer coaches but also the public at large: 

1, Trailer coaches are sold by 3,000 dealers, in every State. Very substantial 
quantities are sold in Ohio, Indiana, Michigan, Texas, Illinois, Pennsylvania, 
California, New York, Iowa, and Florida. 

2. The 150 manufacturers of trailer coaches—whose plants are located in 
Illinois, Michigan, Indiana, Ohio, Wisconsin, and California and other States— 
are mostly in the small-business category, employing an average of somewhat 
more than 100 employees per company. They are heavy purchasers of parts and 
equipment from the lumber industry, the automotive parts industry, the appli- 
ance industry, the housefurnishings industry, and others. 

8. The 12,000 trailer parks are widely distributed over the country, with a 
significant number located in such States as California, Florida, Arizona, and 
Texas. Under the proposed amendment, with its provision for the establishment 
of FHA standards, these parks will develop into an increasingly valuable com- 
munity asset. 

4. Finally, and most important, there are no housing facilities better adapted 
for emergencies tha. the trailer coach mobile dwelling. The trailer coach use 
during the river flood disaster of 1952, the trailer coach use during such emer- 
gency housing shortages as existed at Paducah and Savannah River atomic 
installations are just two examples. Should natural or military disaster strike, 
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the trailer coach dwelling would be the most useful type of housing in our 
national resources. | 

Sober consideration of the public interest fully supports the legislative pro- 
posals for the inclusion of the trailer coach mobile dwelling within the provisions 


of the National Housing Act. 
{Attachment B] 


QUESTIONS AND ANSWERS CONCERNING PROPOSED LEGISLATION FoR MosBILe 
DwELLINGs 


The proposed inclusion of trailer coach and trailer park financing under the 
credit insurance provisions of the National Housing Act naturally gives rise to 
some basic questions about the industry’s practices and experience. The fol- 
lowing questions and answers are intended to provide information for those 
seeking to understand the practical effect of the proposal. 

Q. To what extent does the trailer coach mobile home supply the market for 
low-cost housing? 

A. According to the sixth annual report of the Housing Agency, some 6,200 
houses costing less than $6,000 each were built under FHA insurance in 1952. 
This represents the bulk of nonfarm housing in this cost category. The 83,000 
trailer coach mobile dwellings sold that year under $6,000 each constitute about 
90 percent of the housing in this low-cost category. 

Q. Who are the people that live in trailer coach mobile homes? 

A. More than 2 million people, the families of service personnel, defense 
workers, construction workers, agricultural workers, and others in mobile or 
semimobile occupations; newlyweds, retired folks. Most of these people live 
permanently or indefinitely in trailer coach dwellings. About 2 out of 3 trailer 
coach dwellings are sold to people who have lived in such dwellings previously. 

Q. What are the terms now for trailer coach financing and how would it be if 
it were included as proposed under title I of the National Housing Act? 

A. There are some $400 million of oustanding loans on trailer coaches. Present 
terms provide for downpayment of one-fourth to one-third of price; 3 to 5 year 
term; 5 to 7 percent discount. Under proposal, eligible loans would require 
downpayment of 25 percent and would have a maximum term of 7 years and in- 
terest would be at 5 percent discount. 

Q. How are trailer parks now financed and how does it compare with what is 
proposed? 

A. Trailer parks are now financed under a great variety of terms and con- 
ditions. Mortgages not infrequently call for 6 percent interest with repayment 
in 15 years or less. 

Q. Are trailer coaches now included in the National Housing Act? 

A. Under the Defense Housing Act, Public Law 189, the Housing Adminis- 
trator was authorized to buy trailer coaches as temporary defense housing, but 
this authority expires June 30, 1954, and its renewal is not being sought in the 
pending “Housing Act of 1954.” The trailer coach mobile dwelling has never 
been included in the home ownership FHA credit insurance program. 

Q. As a practical matter, isn’t it true that there just is no shortage of trailer- 
coach financing at this time? 

A. Frequently money is not available at reasonable terms and conditions when 
compared with what is available for fixed-to-site housing. The terms and con- 
ditions of financing are often reminiscent of those which are more appropriate 
when trailer coaches were tourist items and were financed along the lines of 
automobile financing. What is needed is financing on terms which will permit 
this low-cost housing to be purchased with reasonable downpayments and reason- 
able monthly payments. That kind of financing is practically nonexistent now. 

Q. Have you made any estimates of the volume of loans that would be made 
under your proposals? 

A. FHA insurance is used in only one-sixth of the loans for property improve- 
ments. By analogy when we take into account downpayments of 25 percent, it 
seems reasonable that FHA-insured loans probably would amount to about $50 
million of a total of $350 or $400 million of sales. 

Q. Can you illustrate how the trailer-coach buyer would benefit from the 
proposal? 

A. Let us look at a family which is buying a trailer coach for $5,000. Under 
the most favorable financing generally available today the-buyer would make a 
downpayment of $1,250 and would pay $78 a month on the 5-year loan. To this 
is added about $25 a month for trailer space, bringing total payments to $103 a 
month. 
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Under the proposal, assuming the same downpayment, monthly payments on 
the 7-year loan would be $60 a month and total payments $85 a month, a reduction 
of $18 a month. 

In addition, there would be the indirect benefits from improved trailer park 
facilities, perhaps at lower rent. The family would also have a better chance to 
trade in their present trailer dwelling because the sale of used trailers would 
be helped by the proposed legislation. 

Q. Will it be necessary to increase the FHA authorization under this proposal? 

A. We think not. Title I has an authorization of $1,750,000,000, and it revolves 
rapidly due to the relatively short term of loans. On December 30, 1953, authori- 
zations were $226 million in excess of commitments. FHA trailer-coach loans 
would utilize only a small proportion of such authorization or surplus available 
for commitment. 

The trailer park resource represents an investment of roughly $550 million. 
The addition and modernization each year is estimated at least 10 percent or $50 
million. Even if one-third of this amount required FHA insurance, it would 
have a negligible effect on the billions of dollars in authorizations under title IL, 

Q. How do the banks feel about this? 

A. We know that there are some banks that would welcome the opportunity 
to get into this line of financing with the encouragement of FHA insurance. But 
it must be made clear that the proposal involves no compulsion whatever ; banks 
may and many surely will continue to engage in financing trailers without coming 
under the FHA insurance. The proposal merely provides banks with alternative 
arrangement, which they may choose to adopt or not as they see fit same as they 
now do with FHA and GI loans for housing construction and improvement. 

Q. Is the credit of the mobile home purchaser equal to that of other home 
owners? 

A. Inasmuch as the question is directed to the risk which FHA would assume 
if its operations were extended to cover the financing of trailer coaches, it may 
be well to compare trailer coach experience with property improvement loan 
experience under class 1 (a). From 1934 to date, FHA has paid claims amounting 
to about 2 percent of the amount of loans insured. Recoveries against claims 
run to about 50 percent of claims paid, leaving unrecovered losses of about 1 
percent and unrecovered losses amount to less than one-half of 1 percent. 

According to a study prepared by the Mobile Homes Manufacturers Associa- 
tion, only 1 percent of the institutions extending credit in this field had loss 
ratios of as much as one-half of 1 percent. Approximately 93 percent had no 
losses at all. Assuming that the 1 percent of the banks which had losses in ex- 
cess of one-half of 1 percent actually had average losses of as high as 2 percent, 
then the average loss for all of the banks would be less than one-twentieth of 
1 percent. 

‘Phe largest trailer coach lender ($31 million volume) stated that its loss ratio 
was one-eighth of 1 percent. Another institution stated that in 7 years it never 
had a loss. Another institution experienced a loss of one-half of 1 percent over 
a 15-year period and one-fourth of 1 percent for the year 1953. Another institu- 
tion reported that in connection with an extension of credit in the amount of 
$2 million its loss ratio amounted to one-fortieth of 1 percent. 

Inherently the trailer coach loans have certain advantage over class 1 (a) 
property improvement loans: (a@) They are almost invariably secured; (b) 
trailer coach owners have a higher than average income per family; (c) the 
trailer coach, by reasons of its mobility, represents choice collateral, whereas 
the value of property improvements may be dissipated by adverse charges in a 
particular location. 

Q. Is 7 years a reasonable term for trailer coach finance? What is the prac- 
tical life of a trailer coach? 

A. The modern trailer coach mobile home originated after World War II, 
that is the coaches with fully equipped bathrooms, bedrooms, and kitchens. The 
coaches sold in 1946 are being lived in and there is an active second-hand market. 
A trailer coach built to present-day industry standards has a life well in excess 
of 10 years. 

Q. What is meant by construction standards of the modern trailer coach? 

A. In recent years the industry association has developed standards of good 
construction and has policed these standards with inspection and approval. The 
industry has worked with Government agencies such as HHFA, Public Health 
Service, Department of Commerce, and others in developing trailer-coach and 
trailer-park standards consistent with technical requirements of the Government. 
The requirements of the National Plumbing Code Underwriters Laboratories, and 
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others have been used to the extent applicable. It is believed that FHA would 
have little trouble in establishing minimum requirements for mobile dwellings 


and parks. , 
Q. Aren’t some trailer parks a pretty sad example of good housing? 


A. Some are, indeed. Our concept is that modern mobile home park is the 
same as the suburban garden apartment, except that the tenant owns his housing 
unit and rents the space and the utilities. All the essential requirements for 
planning and good quality construction such as FHA minimum property require- 
ments, national plumbing code and regulation of the National Underwriters, 
would apply to trailer parks just as they apply to apartments. The establish- 
ment of such standards to trailer parks by FHA would have the effect of raising 
standards wherever substandard conditions exist. 

Q. Is it proposed that the small vacation trailer be included in the housing law? 

A. The proposal is intended for trailer-coach mobile dwellings fully equipped 
for permanent, year-round occupancy. The industry would cooperate with FHA 
in defining the size, quality, and equipment necessary to assure that the purpose 
would be served. However, our thinking is that any unit that meets this stand- 
ard should be eligible just as summer homes in Vermont and winter homes in 
Florida get FHA financing even though they are not guaranteed to be occupied 
continuously 12 months of the year. 

Q. Do you intend that repairs or improvements of trailers be financed under 


FHA insurance? 
A. We think repairs and improvements of trailer coach dwellings should be 


subject to FHA insurance in a manner that is analogous to the repair and 
improvement of fixed-to-site dwellings, under such administrative conditions as 
the FHA may find desirable. 

The Cuarrman. Mr. Wells, will you go ahead, please. 

Mr. Weuts. I am Walter Wells and I am here today representing 
the Mobile Homes Manufacturers’ Association, composed of 60 mem- 
ber companies, and our home office is in Chicago, Tl. 

I also am vice president of the Schult Corp. of Elkhart, Ind. 

We are urging the amendment of the National Housing Act in 
cooperation with the Trailer Coach Association of the West Coast and 
the Mobile Home Dealers National Association. 

Two million Americans are housed today in about 750,000 mobile 
homes. Included in this figure are about 125,000 service families who 
find the answer to their housing problem in this type of dwelling. If 
all 2 million mobile home dwellers were to locate in the same area, it 
would create overnight the sixth largest city in the United States. 

The 77,000 mobile homes built last year resulted in sales totaling 
$3,200 million. 

Mobile homes have been widely used by the Government in emer- 
gency situations ; 38,000 of them were bought during the days of World 
War IT, 35,000 for housing. 

Mobile homes have been widely used in civil disaster situations such 
as the Texas City explosion in 1947, the Vanport, Oreg., and Kansas 
City floods. 

However, their real utility is now firmly established in the field of 
permanent housing. I mean permanent here in the sense of year- 
round use. Ninety percent of their owners today use them in that 
fashion. 

Mobile homes today represent the best example of successful, low 
cost, unsubsidized, prefabricated, housing. 

Let us examine for a moment the people who use this type of housing. 

About 60 percent of them are mobile or semimobile occupation 
workers. They go where the job is. Close to another 25 percent are 
military families who go where they are assigned. Mobility is of 
great advantage to them economically and socially. They are avail- 
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able where the best job opportunities are, and their family life is not 
disturbed. This is of great value to them as individuals and of simi- 
lar value to society. 

Another 10 percent of them are retired people. The refinement of 
convenience in mobile-home living with its ingenious design means 
much to these people. 

Because of their mobility they are able to follow the seasons and 
for their health’s sake enjoy the best of climate. 

In 1955 the average annual income of the mobile-housing family 
was just under $5, 000. This is far above the national average. 

Three out of five of them are under 40 years of age. One in eight 
is over 60 years of age. Forty percent of these f: umilies have children. 

The average mobile living family is composed of just over 2.5 
persons. 

Most importantly our surveys tell us that 14 out of 20 of these people 
plan to live indefinitely in mobile homes. In this connection it is 
particularly interesting to note that 60 percent of the sales of mobile 
homes last year were repeat sales. These people had owned at least 
one other mobile home. About 30 percent of them had lived in mobile 
homes for more than 5 years. Fifty percent had lived in mobile homes 
from 2 to 5 years. 

Here in quick form is their problem. The usual sale contract today 
is one-third down and 3 to 5 years for the balance. me I might say 
here that it would be more 3 years than up to the 5 yea 

Interest rates range from 5 to 8 percent discount, 7 ciadina upon 
whether they are new or used coaches, This amounts to 914 to 1514 
percent simple interest. 

What would this legislation mean to the financing problem of these 
people? Here is an example: Let us assume that the average new 
mobile home contract is $4,000 unpaid balance. Under present terms 
it would mean a monthly payment of $109 including insurance on a 
term of 4 years, at 6 percent discount. Under the terms of the sug- 
gested amendments the term of that loan would be extended to 7 
years at 5 percent discount. This would result in a monthly pay eent 
of $69, a reduction of $40 in the monthly payment. 

This would represent a solution to the most vexing problem our 
customers face. What is in fact low-cost housing, $3,000 to $6,000 per 
unit, becomes high-cost housing solely because of the high-cost, short- 
term financing presently required. 

You will note that the terms used here are written in the framework 
of the act as it now stands. We seek only an equal standing for the 
mobile-home dweller. Seven years is of course a short term. It is 
at the same time very conservative in the face of the predictable useful 
life of the modern mobile home. They are built of steel, aluminum, and 
high-grade woods throughout, insulated, and fully equipped with 
built-in cooking, sleeping, bathing, and toilet facilities. 

It should be pointed out here that the purchase of the mobile home 
thus represents a single solution to the double problem of establishing 
a home and furnishing it. 

We are also asking here for recognition of the problem of the 
park or mobile-home court, so-called. As with conventional housing, 
a mobile home needs a site and utility connections. 

There are today well over 8,000 trailer courts in the United States. 
Our Association, which maintains a field force and inspects these 
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courts. has found that about 4,000 of them meet the standards which we 
have adopted as minimum requirements. 

The establishment of these courts has largely been a boot-strap 
operation requiring perhaps $200 million. All but a minute fraction 
of this has been accomplished through equity capital. In financial 
circles this group of operators has not yet made its mark. 

With close to 80,000 new mobile homes coming off the assembly 
lines a year and needing sites in order to fulfill their housing function, 
we foresee a requirement of perhaps $80 million per year in new 
capital for courts or parks. Last year, with 77,000 units produced, the 
requirement would have been about $77 million. 

We arrive at this figure by estimating that the average mobile-home 
site costs $1,000, exclusive of land costs. Naturally location, topogra- 
phy, and such considerations vary the costs from one location to 
another. 

We are here asking for this consideration for the simple reason that 
we see ahead a problem of financing. We believe that we have made 
proper and adequate efforts to find the answer in private banking and 
lending circles. Obviously we have been successful for we have come 
this far without subsidy or similar assistance. However, it is clear to 
us that Federal recognition of the mobile home as part of the national 
housing resource will give us access to the funds to match the higher 
demands for capital which we face. 

We take considerable pride in the record which we have so far 
established in financing mobile homes. Our surveys indicate that losses 
have amounted to less than one-fourth of 1 percent, which is indeed a 
good record. This is far under the FHA record of about one-half of 
1 percent, which we understand is the figure they use. 

In this sense we do not feel that mobile housing represents a risk. 
What we have proposed here is a self-amortizing program not involv- 
ing any more of the taxpayers’ money and in no way adding to the 
national debt. 

We believe in the light of these facts that the time has arrived for 
the mobile home to be formally recognized by the Congress as part of 
the national housing picture and that it be accepted and made a part of 
the Federal housing program. 

That concludes this statement, Senator, and we would like to file a 
more complete statement within a few days. 

The CuHarrmMan. Without objection, we would be glad to have you 
do so and you may file it at any time within the next 10 days. 

Mr. McCormick. That is all we have, Senator, and we thank you. 

The Cuamman. I don’t believe I have any questions. You have 
made it fairly clear as to what you want. You have made your case 
very clear and your problem and your statistics on the industry. 
Tam amazed at the size of it. 

Mr. Patnter. Mr. Chairman, there is one thing I would like to say. 
I am located here in Washington and we do have a sample of, I think, 
a cross-section of the mobile-home industry and samples on our lot. 
Many of your members live up in our neighborhood. We would like 
to extend an invitation for any of them or any of the staff to drop by 
and see for themselves at their convenience. 

The CHarrMan. Have you discussed this with FHA? 

Mr. Parnter. Informally. 
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Mr. Kavt. Yes, sir. Our proposal was reviewed with the Admin- 
istrator of HHFA and the Deputy Commissioner of FHA within the 
last 2 weeks. 

The Cuarrman. What is the salvage value of a $4,000 trailer; let us 
say, at the end of 5 years? 

r. Parnter. The salvage value? Well, that varies but I would 
say it has a value of about 40 percent of its original cost, or possibly 
closer to 50 percent. 

The Cuarrman. The resale value is 40 to 50 percent ¢ 

Mr. Partnter. That is right. After 7 years. Was that the question! 

The Cuarrman. No, I said 5. 

Mr. Patnter. Well, that is about right. 

Mr. Wettes. It would be closer to 60 percent at 5 years. 

The Cuatrman. I suppose it would depend on the care that was 
taken of it. If it just sat in a trailer park and didn’t move, I presume 
it would be in fairly good condition. 

Mr. Parnter. Ninety percent of them don’t move. 

The CHarrman. Well, this is very interesting. You give us the 
amendment just as you wish it, do you not ? 

Mr. Kav. Yes, we do, sir. 

The CuarrMan. Well, you keep in touch with us. It is part of the 
record now, and it will be presented to the committee. 

Have you appeared before the House committee ? 

Mr. McCormick. Yes. 

Mr. Kavt. Yes, sir; yesterday. 

The CHAirMAN, It was pretty much the same testimony ? 

Mr. McCormick. Yes, sir. 

The Cuarrman. Thank you very much. We appreciate your testi- 
mony. 

We will now stand in recess until 10 o’clock tomorrow morning at 
which time we will have the Life Insurance Association of America; 
National Association of Housing and Redevelopment officials; 
National Conference of Catholic Charities; and the Rental Develop- 
ment Corp. of America. That is at 10 o’clock tomorrow morning in 
this same room. 

(Whereupon, at 3:50 p. m., the committee recessed to reconvene at 
10 a. m., Friday, March 19, 1953.) 
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FRIDAY, MARCH 19, 1954 


Untrep States SENATE, 
ComMMITTEE ON BANKING AND CURRENCY, 
Washington, DP. C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:10 a. m., Senator Homer E. Capehart (chairman) 
presiding. : 

Present : Senators Capehart, Bricker, Bush, and Payne. 

The Cuarrman. The committee will please come to order. Our 
first witness will be Mr. Shanks, president of the Prudential Insurance 
Co. of America, who is here representing the American Life Conven- 
tion and the Life Insurance Association of America. 

Mr. Shanks, you have a long prepared statement. Do you wish to 
read it, or do you wish to talk extemporaneously from your statement, 
and then place the statement in the record? Whatever your pleasure 
is. 


STATEMENT OF CARROL M. SHANKS, PRESIDENT, AND JOHN G. 
JEWETT, VICE PRESIDENT, PRUDENTIAL INSURANCE CO. OF 
AMERICA; AND MILFORD A, VIESER, VICE PRESIDENT, THE 
MUTUAL BENEFIT LIFE INSURANCE CO. OF NEWARK, N. J., 
AMERICAN LIFE CONVENTION AND LIFE INSURANCE ASSOCIA- 
TION OF AMERICA 


Mr. Suanxs. I would like to read it, sir, and make a few extempor- 
aneous statements as I go along. 

The Cuarrman. You proceed in your own way. 

Mr, SuHanxs. My name is Carrol M. Shanks. I am president of the 
Prudential Insurance Co. of America, which has its home office in 
Newark, N. J. Iam also chairman of the joint committee on economic 
policy of the American Life Convention and the Life Insurance Asso- 
ciation of America, 2 associations of life insurance companies with 
a combined membership of 243 companies holding approximately 98 
percent of all life insurance company assets in the United States. 

It is in the capacity of chairman of this joint committee that I tes- 
tify here today on behalf of the life insurance business. My associates 
are Milford A. Vieser and John G. Jewett. 

Mr. Vieser is vice president of the Mutual Benefit Life Insurance Co. 
of Newark, N. J., and is in charge of his company’s mortgage loan 
and real estate investments. He is also chairman of the joint commit- 
tee on housing and mortgage lending of the two associations men- 
tioned.earlier. Mr. Jewett is vice president of the Prudential Insur- 
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ance Co. of America, and is in charge of mortgage loan and real estate 
investments. He is also a member of the joint commitee on housing 
and mortgage lending. We appreciate the opportunity afforded by 
your invitation to appear here today to discuss S. 2938. 

The life insurance companies are naturally greatly interested in 
sound national policy with respect to housing and mortgage lending. 
They are vitally concerned about improvement in standards of health 
and well-being of the American people, in which good housing plays 
such a prominent part. 

Beyond this, they are well aware of the important role which a 
thriving residential construction industry plays in general economic 
prosperity. At the same time, they have an equal interest in seeing 
that housing is not over-produced relative to demand, thus causing 
all the difficulties which must eventually follow. More directly, the 
life companies are interested in national housing and mortgage lend- 
ing policy because of their important position as investors in home 
mortgages. 

Before turning to specific discussion of the bill, it will be helpful, 
I believe, to review richly the extent of life insurance company 
investment in residential mortgages. 

For many years, home mortgages have been an attractive invest- 
ment, and the activities of the life companies in this field have been 
especially noteworthy. During the 7 years 1947-53, inclusive, the 
life companies of the Nation increased their holdings of mortgages 
on 1- to 4-family residences from $2.6 billion to $13.1 billion, or a 
net increase of $10.5 billion. At the end of 1953, they held 20.1 
percent of the total outstanding mortgage debt on 1- to 4-family 
residences. 

The life insurance companies are by far the most important in- 
vestors in Government-insured and guaranteed mortgages. Their 
holdings at the end of 1953 of $6 billion of FHA mortgages and $3.6 
billion in VA mortgages, for a total of $9.6 billion of insured and 
guaranteed mortgages, greatly exceeded such mortgage holdings by 
the other principal institutional investors. During the period 1947- 
53, inclusive, they expanded their holdings of FHA mortgages by 
$4.8 billion and their VA mortgages by $3.3 billion, by far the greatest 
increase of any investor type. 

Finally, the life insurance companies held close to $3.9 billion of 
mortgages on multifamily units at the end of 1953, a substantial part of 
which were accounted for above in Government-insured and guaran- 
teed holdings. These holdings are above and beyond the $450 million 
invested directly at the end of 1953 in housing projects. 

Adding together holdings of mortgages on 1- to 4-family residences 
and mortgages on multifamily dwelling units, the life insurance com- 
panies had total residential mortgage holdings of $17 billion at the 
end of 1953. 

This brief summary indicates the substantial role of life companies 
in housing and mortgage lending and demonstrates the readiness of 
the companies to aid the American people in the long-term financing 
of their housing requirements. 

Despite the sharp increase in residential mortgages in recent years, 
life insurance companies have by no means invested all of their 
funds in this field. Instead, they have continued their traditional 
and sound policy of building a well-diversified investment port- 
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folio, including the bonds and stocks of industrial enterprises, pub- 
lic utilities and railroads, Government securities, State and munici- 
pal obligations, commercial and industrial mortgages, farm mort- 
gages, foreign securities, and real estate. 

Financing provided by the life insurance companies has played an 
immensely important role in the post yar expansion of industrial, 
public utility, and transportation facilities which is of cardinal im- 
portance in our military preparedness program. The building of new 
plants and equipment all over the country has, at the same time, 
given a great stimulus to housing demand. , 
~ I think I ought to mention, there, Mr. Chairman, that in con- 
nection with their investment throughout the country, there is an 
interesting pattern, and that is that the northern section, generally 
speaking, tends to generate surplus capital; the companies take in 
their premiums there, and they invest in the South, the Southwest, 
the West, and in those areas of the country that do not generate as 
much capital and are calling for capital. 

In our company, and in the industry generally, we sometimes 
invest as much as 3 or 4 times what we take in in premiums in those 
newer sections, the money, of course, coming from the old sections 
which are throwing off capital. 

Another thing I want to point out is that as an industry, we repre- 
sent the small people of the United States. The average amount 
of capital, of reserves, which we have for each one of our policy- 
holders, is something under $400. They are the small people of 
the country. We have 30 million of them. 

The industry has 90 million policyholders, and the average amount 
of reserve per policyholder is about $700. 

So that we are investing as best we can for some 90 million people 
of the insurance policyholders. 

With this background, I would like to comment on the provisions 
of S. 2938. We are in full accord with most of the ideas put for- 
ward in the bill which we believe are sound and should be sup- 
ported. Many of the bill’s provisions follow closely recommenda- 
tions which the life insurance business put forward last summer in 
our own statement entitled, “National Policy on Housing and 
Mortgage Lending—a Statement of Life Insurance Company 
Views.” With your permission, I would like to submit this state- 
ment for the record. 

We like the effort which is made in a number of sections in the bill 
to shift from direct Government action to reliance on private finane- 
ing under the FHA insurance program. This is particularly true in 
connection with the urban renewal and slum clearance program in 
title IV, and in the proposed new section 220, which I shall touch on 
in more detail later. 

We are also in general accord with the provisions of title IT, which 
would give the President the power to establish flexible maximum in- 
terest rates on VA and FHA mortgages loans, and likewise, discretion 

in establishing other mortgage terms on a more flexible basis. We 
think that flexibility is very important. 

We believe, however, that in the use of these discretionary powers 
the President should be guided by the goal of keeping VA and FHA 
mortgage terms competitive in the market and that these powers 
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should not be used as a means to employ housing policy as a pump 
primer for the entire een 

The Cuamman, If you will yield just a moment, I presume you 
know that is one of the controversial sections of the bill. 

Mr, SHanks. Oh, yes, yes, indeed, 

‘The Cuamman. We have had witnesses who maintained that the 
Congress ought to be specific as to what the interest rate and terms 
will be. Period. That is it. Others feel that we ought to give the 
President flexibility, as the bill calls for. And then we have had 
some testimony recommending setting up a board of five to handle 
the interest rates. But you are approving the bill as written? 

Mr. SuHanxs. We are approving the bill as written, but I ought to 
say that if it seems better to have a committee, we would just as soon 
have a committee. I think it is the flexibility that is important. 

The CHarrman. In other words, what you are interested in is the 
idea of the flexibility or setting the rate in line with the general 
market conditions in respect to interest. 

P Mr. Suanks. That is right. So the money will flow where it should 
ow. 

The Cuamman. You don’t care whether it be a committee of five or 
the President ? 

Mr. Suanks. No, I don’t. I would like to have it, of course, where 
they could be as objective as possible, and with as few pressures as 
possible. Whether that would be a committee or the President—some 
think the committee would be better. 

The importance of that flexibility is shown by the fact that in 1953 
the FHA and VA rates were out of line with the market and 
consequently, the amount of money going into those mortgages went 
down drastically. It was changed in May of 1953, following which 
money flowed back into investment in VA and FHA mortgages. 

During the time the money was not going into the VA and FHA 
mortgages—because they were out of line—the money was going into 
the conventional mortgages. You see, we, as investors, have to get the 
best rate where we can, because we are investing for all these people 
and we feel keenly our responsibility. And where you can get a better 
rate on a conventional mortgage, that is where the money goes. So, 
when FHA and VA came into line, it flowed back into investment in 
the mortgages and it showed very graphically in those figure during 
1953. 

The Cuamman. I have been a life policyholder for many, many 
years in quite sizable sums. I have considerable cash value on all my 
life insurance, so I am glad to know you adopt that policy. 

Mr. Suanxs. We do the best we can to get good interest rates com- 
mensurate with safety. 

We also think that most parts of title I deserve our support. For 
example, the provisions of section 101, dealing with property improve- 
ment and repair loans, are sound. Likewise, we agree that it is sensi- 
ble and desirable to give the same treatment to both new and existing 
homes under the FHA insurance program. 

We think the authorization of FHA insurance of advances in open- 
end mortgages has much to commend it. Moreover, we favor a num- 
ber of provisions in title I which serve to simplify the FHA insurance 
system, but we are disappointed that the bill does not provide for 
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eliminating the duplication of effort by the FHA and the VA in proc- 
essing mortgages, which is so costly to not only the mortgage bor- 
rower but also the lender and the American t: ixpayer, 

The Cuamman. You weren’t here a couple of days ago when we 
instructed the VA and FHA to get together on that very matter. We 
told them we expected them to get together before we started writing 
up the bill; otherwise, we might write some specific instructions into 
this legislation. 

I agree with you it doesn’t make sense to me that you have FHA and 
VA out here setting 2 different standards, and having 2 different 
policies, one in many respects directly opposed to the other. 

Mr. SHanxs. That is the way we feel. 

The Cuarrman. Yet, they have been doing it. We have instructed 
them to get together and come up here with some recommendations 
on simplifying and coordinating and cooperating, making their in- 
structions and procedures and policies the same, if ‘it is possible to do 
so. I think it is—at least I am sure it can be done up to 90 percent. 

Mr. Sans. [ think it is very important. 

The Cuamman. We have already talked to Mr. Cole about it, and 
he is working on it at the moment. 

Mr. SuHanxks. Good. 

This is but a partial list of the things we like about the bill. How- 
ever, we are apprehensive about some of the broad philosophy which 
runs through the bill. This takes the form of a general liberalization 
of insured and guaranteed mortgage terms to a point which we think 
raises a serious question of conflict with the tenets of sound financing. 
Likewise, we believe that the bill leans too far in the direction of 
accepting the objective that the volume of housing starts must be kept 
going at a peak level at all costs, and that the Government should use 
its proposed control over insured and guaranteed mortgage terms to 
accomplish this objective. 

We would like to see in the bill a recognition that regardless of 
a desire to stabilize the housing industry at a high level, the number 
of housing starts each year must bear a relationship to such basic 
forces as the rate of family formation, the need for replacement of 
clearly substandard housing, and the willingness to buy. 

Whatever the general objective of st: ability, there must be leeway 
for the inevitable price and production adjustments and readjust- 
ments which are so healthy in our free market economy. In brief, 
we believe that Government policy should aim to help level off the 
peaks and fill in the valleys in home building, but at the same time 
it should permit building to be responsive to market forces. 

I would now like to consider the new sections 220 and 221. Section 
220, providing for a carefully programed system of rehabilitation 
and neighborhood conservation housing insurance, deserves the sup- 
port of all institutional investors in that through the use of FHA 
insurance, it provides a workable method for private financing to aid 
in arresting decay and blight in our cities. 

If the section is ¢ arefully administered and the various safeguards 
written into the bill are observed, the program has real possibilities 
for attracting private financing on a sound basis. As a general rule, 
life-insurance companies question the soundness of an amortization 
period running as long as 30 years, as provided in this section, but 
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it is our view that the life-insurance companies generally will find 
the proposed section 220 acceptable in its present form and_ will 
therefore, purchase these mortgages. 

The life insurance business also believes that section 221, providing 
for a system of mortgage insurance for relocation housing, also has 
real possibilities if certain amendments are made. The most glaring 
defect of the proposal is the provision for a 40-year amortization 
period. We believe that section 221 mortgages could be made ac 
ceptable to private financing institutions, without appreciably rais- 
ing the monthly carrying cost on such mortgages, by reducing the 
amortization period to 30 years, and by tightening the insurance pro- 
visions to guarantee the investor against loss at foreclosure. To illus- 
trate our point, if we assume a $7,000 mortgage at a 414 percent rate 
amortizable in 40 years, at the end of 5 years only $350 would have 
been paid in amortization; at the end of 10 years only $791; and at 
the end of 20 years only $2,037, with $4,963 of the initial loan still 
outstanding. 

As is obvious, the rate of amortization is exceedingly slow, in fact, 
so slow that the physical depreciation and obsolescence of the prop- 
erty would undoubtedly be greater than the amortization. This ex- 
poses the investor to serious risk which no lender operating on sound 
lending principles would be able to assume. If we assume a $7,000 
mortgage, also at a 44% percent rate, but with a 30-year amortization 
period the amount amortized at the end of 5 years is $623; at the end 
of 10 years $1,400; and at the end of 20 years, $3,598. This rate of 
amortization, although still quite slow in the eyes of many institu- 
tional investors, makes the loan much more acceptable. 

To follow through with the illustration, the monthly carrying 
charge—interest and amortization—on a $7,000, 414 precent, 40-year 
mortgage is $31.50. The monthly carrying charge on the same mort- 
gage, but with a 30-year amortization period, is $35.49. Thus, the 
shorter term, making the loan sound, involves only $4 more per month 
in the mortgagor’s payment. 

More important, if the loan is written on a 40-year basis, the 
mortgagor must pay total interest of $8,120 over the life of the loan, 
as compared with total interest of $5,776 if the loan runs for 30 years. 
Accordingly, the 40-year loan will cost the homeowner $2,344 more in 
the form of interest, which is a heavy price to pay for the extended 
maturity. For these reasons, we believe that the 40-year loan is 
socially undesirable, and we urge strongly that section 221 loans be 
placed on a 30-year basis. 

By the very nature of the loan, the default experience on section 
221 loans will be much less favorable than under most other FHA 
loans, so that the investor must be prepared for more difficult collee- 
tion problems and larger percentage of foreclosures. 

We believe, therefore, that to make the section 221 loans acceptable 
to private investors, provisions should be included to limit the 
lender’s out-of-pock>t losses at the time of foreclosure. This is a 
special loan program where the risk must inevitably be great, and it 
is, therefore, necessary to limit the losses of the lender. 

It would be most helpful, as a practical matter, to include in sec- 
tion 221 the same provision in effect with regard to section 608 loans, 
namely, that upon default the investor would have the option to as- 
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sign the mortgage to FHA and to receive debentures equal to 99 percent 
of the unpaid balance. 

We do not believe that the amendments we have suggested will 
interfere with the basic objectives of section 221. They will, how- 
ever, make the program generally acceptable to life insurance com- 
panies and, we feel confident, other institutional investors. If these 
amendments are made, we are confident that life companies and 
other institutional investors will purchase section 221 mortgages. 

{I would now like to turn to title III, calling for the rechartering 
of FNMA. We are firmly and vigorously opposed to the provisions 
of title I1I with the exception of those providing for the liquidation of 
the existing FNMA portfolio. 

We believe there is only one valid reason for a Government pro- 
gram as provided for in title III; namely, to assure the general avail- 
ability of insured and guaranteed mortgage credit in small com- 
munities and remote areas and for minority groups. We are con- 
fident this can be done by private financing institutions, themselves, 
through voluntary but well organized effort, without the Govern- 
ment intervention provided for in title III. I shall presently explain 
how such a voluntary plan would operate, but before doing so, I would 
like to outline our reasons for opposing title III. 

We are opposed in general to title III because, first, it provides 
for little more than a rechartering of FNMA to revive its power 
currently to supply Government funds in the mortgage market. 
Actually, it goes further in the direction of direct Government par- 
ticipation in the mortgage-lending field than does the existing FNMA 
program. 

Secondly, it reflects a philosophy that housing must be kept going 
ata boom level, regardless of basic market forces with respect to the 
demand for housing. The United States has been through a boom in 
housing production and a steady rise in prices of housing, and basic 
market forces now suggest the need for a moderate downward adjust- 
ment in output and prices. We believe that it would be preferable to 
have a moderate adjustment now, rather than a major break in the 
future, which seems inevitable if we continue to apply artificial stimuli 
at this time. 

I think I ought to say for the first 2 months of this year, in our own 
company and industr y generally the mortgage commitments for loans 
have been running well ahead of the first 2 months of last year, so I 
don’t think there will be too much of a downward adjustment, 

Thirdly, provisions of the title, through continued and strengthened 
Government propping of the housing industry, will retard techno- 
logical improvements in housing and thus will delay movement toward 
a lower housing cost basis. Finally, if, as under this title, the Gov- 
ernment tries to perpetuate boom conditions in housing in the face of 
a needed readjustment, it will have an adverse effect on the occupancy 
and prices of our existing stock of housing, estimated at close to $200 
billion, on which the Gover nment has a contingent liability of nearly 
$29 billion in the form of mortgage insurance and guaranty. 

The specific reasons which we have for opposing the special-assist- 
ance function in title III are as follows: 

(1) We do not believe that it is necessary for the Government to 
embark upon the task of direct assistance to special insured or guaran- 
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teed mortgage programs. As we indicated in connection with the 
proposed sections 220 and 221, if the amendments we have suggested 
are accepted, then private investors will purchase the mortgages under 
these sections. 

(2) In addition to the objective of supporting special programs, it 
is provided that the assistance function should be employed as needed 
to retard or stop a decline in mortgage lending and home building. 
We do not believe that this function is soundly conceived and it cer- 
tainly is not necessary. It puts the cart before the horse in that if 
homebuilding activity goes into a decline it will certainly not be for 
lack of available private mortgage credit on a liberal basis. The 
reasons for any decline will be rooted in the demand for housing and 
will not derive from any lack of available funds. 

(3) The function of the special-assistance provision will, in effect, 
involve direct Government lending, with funds coming directly from 
the United States Treasury. The initial amount may not seem large, 
see we have seen how easy it was to expand FNMA once it came into 

eing. 

(4) This program is on the direct road to public control of housing 
and home financing. It goes beyond the Government insurance and 
guaranty function and is a long step in the direction of comprehesive 
public control. We feel that it is incompatible with the free-enter- 
prise objective which has often been mentioned in the bill. 

(5) Under this function there is no provision for a 3-percent non- 
refundable contribution to be required of sellers of mortgages to 
FNMA. Theabsence of this requirement, which is provided for under 
the secondary market function, certainly makes the dumping of mort- 
gages with FNMA astill greater risk. 

For these reasons we think that not only is there no need for the 
special assistance function but it is a dangerous threat to the private 
financing system. Weare firmly opposed to it. 

Before I discuss our proposal for a voluntary effort to make residen- 
tial mortgage credit generally available in all communities through- 
out the country, I would like to outline why we are also strongly op- 
posed to the proposed secondary market function of the rechartered 
FNMA, as follows: 

(1) Basically. there is no need for a Government secondary mar- 
ket function. Readily available statistics show the tremendous job 
the private mortgage financing system has done throughout the post- 
war period. During the past 5 years, even in 1952 and 1953 when 
there was supposed to be a mortgage stringency. the number of new 
nonfarm dwelling units started has exceeded 1 million per year. 

Incidentally, when that stringency was supposed to be in effect. I 
know our own company put out more money in 1953 than we did in 
1952. 

The average number of starts per year in the 6-year period 1948-53 
inclusive is 1,112,000. Nonfarm mortgage debt on 1-4 family houses 
increased from $18.5 billion at the end of 1945 to $65 billion at the end 
of 1953, or an increase of 314 times. Within this total increase of 
$46.5 billion, financial institutions such as life insurance companies, 
mutual savings banks, savings and loan societies, and so forth, in- 
creased their holdings by nearly $41 billion. During the period 
1948-53 inclusive, the total of nonfarm mortgage recordings in 
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amounts of $20,000 or less has averaged over $15.5 billion per year, and 
the average in the past 3 years has been over $18 billion. All but a 
small fraction of these mortgages have been absorbed by the private 
market. In reviewing these figures we can see little evidence that 
private mortgage financing has been less than fully adequate through- 
out the postwar period. We believe the figures prove that the savings 
institutions, the commercial banks, particularly through their ware- 
housing loans, and individual investors have provided an admirable 
private secondary market and that FNMA is not needed for this pur- 
pose. ; f 

(2) Under the provisions of title III, the proposed FNMA sec- 
ondary market function is a direct Government operation in every 
respect, with the provision that $70 million of its stock is to be sub- 
scribed by the United States Treasury and with up to $1 billion of its 
obligations purchasable by the Treasury. 

(3) The most extensive use of FNMA in the past, and we fear inevi- 
tably in the future if title III passes, has been under boom conditions, 
At other than periods of inflationary boom, as witnessed by the pres- 
ent time, there is plenty of legitimate residential mortgage credit 
available. FNMA purchases of mortgages in a boom are bound to be 
inflationary, as we have learned so well in the past. The FNMA oper- 
ation is not a normal operation to supplement and liquefy the pri- 
vate mortgage market; rather, it is a means to pour additional money 
from United States Treasury sources into the mortgage market in a 
boom, when savings necessarily tend to be scarce relative to demand. 
Thus, FNMA funds inevitably serve to promote inflationary pressures. 

(4) The basic condition for a free flow of mortgage funds is flexi- 
bility of interest rates, but the FNMA secondary market operation 
will only tend to rigidify rates. If the President exercises the pow- 
ers proposed in title II to keep FHA and VA interest rates in line 
with market conditions, that is, if he flexes them on the upside as well 
as the downside, the Government-insured and guaranteed mortgage 
programs will have an ample flow of funds. 

I think the example of 1953 that I gave shows that that is true. 

(5) The “nonrefundable contribution” of 3 percent may seem to be 
a real deterrent against the dumping of mortgages in the recharted 
FNMA, but we see little to prevent the shifting of the contribution on 
to the home purchaser in the form of a higher price for the house. 
Since the FNMA would be used under boom conditions, it would be 
especially easy in a seller’s market. for houses to shift the contribution 
to the home purchaser at the time FNMA would be used. 

We believe for these reasons that the provisions for a FNMA sec- 
ondary market operation should not be enacted. As I indicated earlier, 
the only valid reason for a secondary market operation by Government 
is the fact that there may be certain small communities and remote 
areas where Government-insured and guaranteed mortgage credit is 
not generally available, and there may be cases where credit has not 
been available to minority groups. 

We think that this problem has been exaggerated, but there is no 
doubt that because of great pressure on the supply of mortgage money 
in the postwar housing boom, because of less than full coverage by the 
private mortgage system, and because of high servicing costs in small 
communities and remote areas, it is probably true that there may be 
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mr where persons of good credit standing have been unable to obtain 
credit. 

We believe that much can be done to correct this situation if the 
President exercises the powers provided in title II for flexibility of 
interest rates and fees and charges. Nevertheless, there may remain 
some element of difficulty here. 

Senator Busu. Mr. Chairman, may I ask a question? 

The Cuarrman. Senator Bush 

Senator Busu. Do you have an approximation of the amount of 
FNMA mortgages that are now held by the Government? Is it ap- 
proximately $214 billion? 

Mr. Suanks. Of that order, yes, sir. 

Senator Bus. Do you feel that the very large accumulation that 
has taken place is due in some measure to this lack of flexibility which 
you speak of ? 

Mr. Swans. I think there is no doubt but what flexibility would 
have slowed down that accumulation. When FNMA stands there 
ready to take the mortgages, then when someone can’t get what he 
wants and the provision he wants, in it goes to FNMA. 

In order to provide additional assurance that this problem will be 
solved, we wish to propose a plan under which all types of private 
financing institutions, through a voluntary but well Senedd effort 
under the direction of HHF A Administrator, would undertake to see 
that Government-insured and guaranteed mortgage credit will be 
available to the maximum extent possible to all good credit risks for 
residential loans in every community of the United States. We have 
embodied our plan in the draft of a bill, and I would like to give the 
committee copies for your study. 

I think they are before you, sir. 

We believe that under the voluntary effort which we are proposing 
the problem of credit, unavailability in small communities and remote 
areas, to the extent there is a problem, can be fully solved. Our plan 
should be tried to see what the magnitude of the problem is. We have 
made a canvass of the life-insurance business and the plan has the 
backing of the big majority of life companies. 

I might say there that following our testimony of a week ago, 
before the House Banking and Currency Committee, we discussed our 
proposal informally with spokesmen of the American Bankers Asso- 
ciation and the Mortgage Bankers Association. And I am glad to 
say that they think well of it, in principle, and will give it their full 
cooperation and support if it is enacted. 

We also have had reason to believe that other mortgage-lending 
institutions would Se the plan if it is enacted. 

Perhaps it would help if I were to outline the plan briefly, although 
1 am sure you will want to read the proposed bill. The principal 
provisions are as follows: 

(1) The basic purpose would be to facilitate the flow of funds for 
housing credit into remote areas and smaller communities where funds 
are not available in adequate supply, and to make mortgage credit 
generally available without regard to race, creed, or color. 

(2) The plan would be limited to loans insured or guaranteed by 
the Government. 

(3) There would be established a National Voluntary Mo 
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Administrator, consisting of the Chairman of the Federal Reserve 
Board and 14 persons to be appointed by the HHFA Administrator 
representing each type of financing institution, the builders, and the 

real-estate boards. The Administrator would appoint a regional sub- 
¢ comensenes of five persons in each Federal Reserve district. 

(4) The National Committee would be empowered to solicit and 
obtain the cooperation of financing institutions in the program. It 
would study and review the demand for and supply of funds for resi- 
dential mortgage loans in all parts of the country and would receive 
reports from : and correlate the activities of the regional subcommittees. 
It would maintain liaison with the Government-housing agencies and 
with State and local housing officials to fully apprise them of the 
voluntary program. 

(5) Each regional subcommittee would study and review the de- 
mand for and supply of funds for residential mortgage loans in its 
region, would analyze cases of unsatisfied demand for such mortgage 
credit, and would report to the National Committee the results of 
its study and analysis. It would also maintain liaison with officers 
of the FHA and VA within its own region and would request these 
officials to supply the subcommittee w ith information regarding cases 
of unsatisfied demand for mortgage credit involving loans eligible 
for FHA insurance or VA guaranty. 

(6) The regional subcommittee would render assistance to any 
applicant for a residential mortgage loan, provided that the applicant 
certifies that he has made a serious effort to obtain a purchaser for an 
insured or guaranteed mortgage loan and has been unable to do so. 

Upon receipt of such certification, the regional subcommittee would 
cireularize private financing institutions in the region or elsewhere in 
an effort to place the loan with a private financing institution. It 
would undertake to handle in a similar way cases involving applica- 
tions made to the VA for direct loans. 

Moreover, in order to encourage small or local private financing 
institutions to originate insured or guar hehead mortgage loans, the 
subcommittee would be empowered to ‘Tender assistance to such institu- 
tions in locating other private financing institutions willing to pur- 
chase these loans, thus extending a secondary market to these local 
originators. 

I think here I ought to point out that my associate here, Mr. Viese or, 
headed up a small informal committee of lenders in New Jersey , and 
for many years past they have taken care of all loans which oihel 
wise would have been made by the VA direct. 

In other words, they found someone to take them. That was a 
purely informal small committee, which has had the effect there of 
seeing that the private lenders did absorb and take up all loans that 
would have gone direct to the VA. And that makes me think that on 
an organized basis it would have tremendous effect throughout the 
U nied States. 

(7) In the performance of its responsibilities each regional sub- 
committee would be empowered (a) to request the National Com- 
mittee to obtain for it the aid of other regional committees in seeking 
sources of residential mortgage credit, and (6) to request and obtain 
voluntary assurances from any one or more private financing institu- 
tions to make funds available for insured or guaranteed loans in any 
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specified area or areas within its region in which the subcommittee 
found a lack of adequate credit facilities for these loans. 

We hope you will give serious study to our plan because we believe 
it affords a way for private financing institutions to handle the prob- 
lem of mortgage credit unavailability in small communities and remote 
areas and for minority groups. We have given a great deal of study 
to this matter and we Cite there is an awareness on the part of 
financing institutions of the desirability of our proposal. We are 
confident, therefore, that it can be made to work effectively. 

I want to thank you, Mr. Chairman, and will be glad to answer any 
questions, if you have any. 

The Cuatrman. Thank you, sir. You have been very helpful and 
your statement, I think, speaks for itself. It is very clear. 

Do you gentlemen have a statement that you care to read? This is 
your full and complete statement ? 

Mr. SHANKs. a sir. 

The Carman. Then, what are these documents here? Do you 
want them placed in the record ? 

Mr. SHanks. That was a statement made in August of 1953. 

The CHarrmMan. Without objection, the national policy of housing 
and mortgage lending, a statement of life-insurance company views of 
August 1953, will be placed in the record and the proposed legislation 
in the form of—this is an individual bill, not an amendment ? 

Mr. Suanks. We have set that up as a separate bill. 

The CuarrMan. You prefer to have it as a separate bill, not an 
amendment to the exsting bill ? 

Mr. Suanks. Either way. Just to get it before you. 

The Cuairman. Without objection, a proposed bill by the American 
Life Convention and Life Insurance Association of America, to en- 
courage the investing of funds in remote areas and sections where 
funds are not available, will be made a part of the record at this point. 

(The documents referred to follow :) 


A BILL To encourage and facilitate the flow of mortgage credit into remote areas and 
smali communities and without regard to race, creed, or color, through the voluntary 
cooperation and effort of private lending institutions 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Mortgage Credit Act of 1954.” 


DECLARATION OF POLICY 


Sec. 2. It is declared to be the policy of Congress— 

(a) To seek the constant improvement of the living conditions of all the people 
under a strong, free, competitive economy, and to take such action as will 
facilitate the operation of that economy to provide adequate housing for all the 
people and to meet the demands for new building; 

(b) To provide a means of financing housing within the framework of our 
private enterprise system and without vast expenditures of public moneys; 

(c) To encourage and facilitate the flow of funds for housing credit into remote 
areas and smaller communities where such funds are not available in adequate 
supply and without regard to race, creed, or color; and 

(d) To assist in the development of a program consonant with sound under- 
writing principles, whereby private financing institutions engaged in mortgage 
lending can make a maximum contribution to the economic stability and growth 


of the Nation through extension of the market for insured or guaranteed mort- 
gage loans. 
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DEFINITIONS 


Sec. 8. As used in this Act, the following terms shall have the meanings respec- 
tively ascribed to them below, and, unless the context clearly indicates otherwise, 
shall include the plural as well as the singular number; 

(a) The term “insured or guaranteed mortgage loan’? means any loan or the 
security therefor (1) insured under the National Housing Act, as amended, or 
(2) guaranteed or insured under the Servicemen’s Readjustment Act of 1944, as 
amended, and made for the construction or purchase of a family dwelling or 
dwellings. ; 

(b) “Private financing institutions” means life insurance companies, savings 
banks, commercial banks, mortgage banks, and savings and loan associations. 

(ce) “Administrator” means the Housing and Home Finance Administrator 

(d) “State” means the several States, the District of Columbia, and Territories 
and possessions of the United States. 


NATIONAL VOLUNTARY MORTGAGE CREDIT EXTENSION COMMITTEE 


Sro. 4. There is hereby established a National Voluntary Mortgage Credit 
Extension Committee, hereinafter called the “National Committee”, which shall 
consist of the Housing and Home Finance Administrator, who shall act as 
Chairman of the National Committee, the Chairman of the Board of Governors 
of the Federal Reserve System, and fourteen other persons appointed by the 
Administrator as follows: 

(i) Two representatives of each type of private financing institutions; 

(ii) Two representatives of builders of residential properties ; and 

(iii) Two representatives of real-estate boards. 
In selecting and appointing the members of the National Committee, the Admin- 
istrator shall have due regard to fair representation thereon for small, medium, 
and large private financing institutions and for different geographical areas. 


REGIONAL SUBCOMMITTEES 


Sec. 5. (a) As soon as practicable, the National Committee shall divide the 
States into regions conforming generally to the Federal Reserve districts and 
the Administrator, after consultation with the other members of the National 
Committee, shall, for each such region, designate five or more persons represent- 
ing private financing institutions and builders of residential properties in such 
region to serve as a regional subcommittee of the National Committee for the 
purpose of assisting in placing with private financing institutions insured or 
guaranteed mortgage loans as hereinafter set forth. In designating the members 
of each such regional subcommittee, the Administrator shall have due regard 
to fair representation thereon for small, medium, and large financing institu- 
tions and builders of residential properties and for different geographical areas 
within such regions. 

(b) Bach Federal Reserve bank is authorized and directed, upon the request 
of a regional subcommittee, to permit such subcommittee to meet from time to 
time in the offices of the bank and to furnish to the subcommittee such staff 
assistance as may be reasonably necessary for the purpose of keeping minutes 
of the meetings of the subcommittee and assisting it in the performance of the 
functions hereinafter set forth. 


FUNCTION OF NATIONAL COMMITTEE AND OF REGIONAL SUBCOMMITTEES 


Seo. 6. It shal] be the function of the National Committee and the regional 
subcommittees to facilitate the flow of funds for residential mortgage loans 
into areas or communities where there may be a shortage of local capital for, 
or inadequate facilities for access to, such loans, and to achieve the maximum 
utilization of the facilities of private financing institutions for this purpose 
by soliciting and obtaining the cooperation of all such private financing institu- 
tions in extending credit for insured or guaranteed mortgage loans, without 
regard to race, creed, or color, wherever consistent with sound underwriting 
principles. 

Sec. 7. The National Committee shall study and review the demand and 
supply of funds for residential mortgage loans in all parts of the country, and 
shall receive reports from and correlate the activities of the regional subcom- 
mittees. It shall also periodically inform the Commissioner of the Federal 
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Housing Administration and the Assistant Deputy Administrator for Loan 
Guarantee of the Veterans’ Administration concerning the results of the studies 
and of the progress of the National Committee and regional subcommittees in 
performing their function, and shall to the extent practicable maintain liaison 
with State and local government housing officials in order that they may be 
fully apprized of the function and work of the National Committee and regional 
subcommittees. The Administrator shall annually make a full report of the 
operations of the National Committee and the regional subcommittees to the 
Congress. 

Sec. 8. (a) Each regional subcommittee shall study and review the demand 
and supply of funds for residential mortgage loans in its region, shall analyze 
cases of unsatisfied demand for mortgage credit, and shall report to the National 
Committee the results of its study and analysis. It shall also maintain liaison 
with officers of the Federal Housing Administration and of the Veterans’ Admin- 
istration within its region in order that such officers may be fully apprized of the 
function and work of the National Committee and regional subcommittees. It 
shall request such officers to supply to the subcommittee information regarding 
cases of unsatisfied demand for mortgage credit for loans eligible for insurance 
under the National Housing Act, as amended, or for insurance or guaranty under 
the Servicemen’s Readjustment Act of 1944, as amended. 

(b) A regional subcommittee shall render assistance to any applicant for a 
loan, the proceeds of which are to be used for the construction or purchase of a 
family dwelling or dwellings, upon receipt of a certificate from such applicant, 
stating that: 

(i) Application for such loan has been made to at least two private 
financing institutions, or in the alternative to such private financing institu- 
tion or institutions as may be reasonably accessible to the applicant; 

(ii) The applicant has been informed by the above-mentioned private 
financing institution or institutions that funds for mortgage credit on the 
loan are unavailable; and 

(iii) The applicant is eligible for insurance or guaranty under the Service- 
men’s Readjustment Act of 1944, as amended, or consents that the mortgage 
to be issued as security for the loan be insured under the National Housing 
Act, as amended. 

Upon receipt of such certification from an applicant the regional subcommittee 
shall circularize private financing institutions in the region or elsewhere and shall 
use its best efforts to enable the applicant to place the loan with a private financing 
institution. It shall render similar assistance to any applicant for a loan, the 
proceeds of which are to be used for the construction or purchase of a family 
dwelling or dwellings, upon receipts of a communication from a loan officer of the 
Veterans’ Administration stating that the applicant has applied for a direct 
loan and is eligible for insurance or guaranty under the Servicemen’s Readjust- 
ment Act of 1944, as amended. In order to encourage small or local private 
financing institutions to originate insured or guaranteed mortgage loans, it may 
also render similar assistance to private financing institutions in locating other 
private financing institutions willing to repurchase such mortgage loans on a 
mutually satisfactory basis. 

(c) In the performance of its responsibilities under subparagraph (b) of this 
section, a regional subcommittee may at its discretion (i) request the National 
Committee to obtain for it the aid of other regional subcommittees in seeking 
sources of mortgage credit, (ii) request and obtain voluntary assurances from 
any one or more private financing institutions to make funds available for insured 
or guaranteed mortgage loans in any specified area or areas within its region 
in which the subcommittee finds that there is a lack of adequate credit facilities 
for such loans. 


REGULATIONS OF ADMINISTRATOR 


Sec. 9. The Administrator, after consultation with the National Committee 
and in his capacity as Chairman thereof, shall have power to issue general rules 
and procedures for the effective implementation of this Act and for the functioning 
of the regional subcommittees, pursuant to the provisions hereof and not in conflict 
herewith. 


GED) ERAL PROVISIONS 


Sec. 10. No act pursuant to the provisions of this Act and which oceurs while 
this Act is in effect shall be construed to be within the prohibitions of the 
antitrust laws or the Federal Trade Commission Act of the United States. 
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Sec. 11. If any provision of this Act, or the application thereof to any person 
or circumstances, is held invalid, the remainder of this Act and the application 
of such provision to other persons or circumstances, shall not be affected thereby. 

Sec. 12. (a) This Act and all authority conferred hereunder shall terminate 
at the close of June 30, 1957. 

(b) Notwithstanding the foregoing Congress, by concurrent resolution, may 
terminate this Act prior to the termination date hereinabove provided for. 





NATIONAL POLICY ON HOUSING AND MORTGAGE LENDING—A 
STATEMENT OF LIFE-INSURANCE COMPANY VIEWS 


The life-insurance companies are greatly interested in sound national policy 
with respect to housing and mortgage lending. It goes without saying that the 
life companies are vitally concerned about improvement in standards of health 
and well-being of the American people—in which good housing plays such a 
prominent part. Beyond this, they are well aware of the important role which 
a thriving residential construction industry plays in general economic prosperity. 
At the same time they have an equal interest in seeing that housing is not over- 
produced, thus causing all the difficulties which must eventually follow. More 
directly, the life companies are interested in national housing and mortgage- 
lending policy because of their extremely important position as investors in 
home mortgages. Governmental policy affects the operation of the entire resi- 
dential mortgage-lending system of the country, so that it is natural for the 
life companies to have views on the various policy questions. 


Tue Extent or Lire-INSURANCE COMPANY INVESTMENTS IN RESIDENTIAL 
MORTGAGES 


Before turning to the policy questions to be discussed in this statement, it 
will be helpful to review briefly the extent of life-insurance company investment 
in residential mortgages, as well as to consider some of the forces which govern 
their investments as a whole. 

The life companies have for many years found home mortgages to be an 
attractive investment, but their activity in this field has been especially note 
worthy during the period following World War II. During the 6 years 1947-52, 
inclusive, the life companies of the Nation increased their holdings of mortgages 
on 1—4 family residences from $2,570 million to $11,800 inillion, or a net increase 
of $9,230 million. This sharp increase was second only to that of $10,750 million 
registered by the saving and loan associations during the same period, and it 
exceeded the net increase of $4,147 million for the mutual-savings banks and 
$6,674 million for the commercial banks. At the end of 1952 life-insurance com- 
panies held 20.3 percent of the total outstanding mortgage debt on 1—4 family 
residences, as compared with 80.2 percent for the saving and loan associations, 
19.3 percent for the commercial banks, and 10.6 percent for the mutual-savings 
banks. The remainder was held by the Federal National Mortgage Association, 
individuals, and other institutional investors. 

The life-insurance companies are by far the most important investors in Gov- 
ernment insured and guaranteed mortgages. Their holdings at the end of 1952 
of $5,681 million FHA mortgages and $3,347 million VA mortgages, for a total 
of $9,028 million of insured and guaranteed mortgages, far exceeded such mort- 
gage holdings by the other principal institutional investors. Commercial bank 
holdings amounted to $6,687 million, mutual savings banks held $5,405 million, 
and saving and loan associations had $4,304 million, of which $3,398 million 
were VA mortgages. During the period 1947-52 inclusive the life-insurance 
companies expanded their holdings of FHA mortgages by $4,453 million and their 
VA mortgages by $3,091 million, by far the greatest increase of any investor. 

Finally, the life-insurance companies held close to $3.5 billion of mortgages 
on multifamily housing units a‘ the end of 1952, a substantial part of which were 
accounted for above in Government insured and guaranteed holdings. These 
holdings are above and beyond the $461 million invested directly at the end of 
1952 in housing projects. 

Adding together holding of mortgages on 1-4 family residences and mortgages 
on multifamily dwelling units, the life-insurance companies had total residential 
mortgage holdings of $15.3 billion at the end of 1952, amounting to 21 percent 
of their total assets of $73.4 billion. 
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This brief summary indicates the substantial role of life companies in housing 
and mortgage lending and demonstrates the readiness of the companies to aid 
the American people in the long-term financing of their housing requirements. 


Forces GOVERNING Lire-INSURANCE COMPANY INVESTMENTS 


Despite the sharp increase in residential mortgages in recent years, life-insur- 
ance companies have by no means invested all of their funds in this field. In- 
stead, they have continued their traditional and sound policy of building a well- 
diversified investment portfolio, including the bonds and stocks of industrial 
enterprises, public utilities, and railroads, Government securities, State and 
municipal obligations, commercial and industrial mortgages, foreign securities, 
and real estate. 

Some measure of the overall part played by life-insurance companies in the 
postwar period as suppliers of capital funds is provided by the following figures. 
During 1946-52 inclusive, the life companies increased their holdings of industrial 
and miscellaneous bonds by $11.8 billion, public utility bonds by $6.7 billion, rail- 
road bonds by $597 million, and stocks of all types by $1.4 billion. Mortgage 
holdings of all types (residential, commercial and industrial, and farm) were 
increased by $14.6 billion. A substantial part of this enormous increase in in- 
vestments in the private sectors of our national economy was made possible by a 
uet reduction during 1946-52 of $10.3 billion in holdings of United States Gov- 
ernment securities. Financing provided by the life companies has played an 
immensely important role in the expansion of industrial capacity we have ex- 
perienced which is of cardinal importance to our military-preparedness program. 

Certain clearly defined objectives underlie the pattern of life-insurance com- 
pany investments. The life companies are acutely aware of the position of 
trusteeship which they assume in investing the insurance savings of some 88 mil- 
lion policyholders. Therefore, the foremost objective is to invest these savings 
with the maximum safety. This explains the high quality of life company in- 
vestments and the emphasis placed upon obtaining investments free of specula- 
tive risk. It also explains the stress placed upon a well-diversified portfolio. At 
the same time, however, life companies labor diligently to earn the highest pos- 
sible rate of return consistent with safety of principal, for the higher the rate 
of investment return the lower the net costf life insurance to policyholders. 
A relatively better rate of return, and hence a lower net cost for insurance, 
is thus at the heart of competition for sales of new policies in an industry char- 
acterized by keen competition between companies. 

This vigorous competition between companies to obtain the best net yields on 
investments explains the sensitivity of life companies to changes in net yield on 
the various types of investments. The pattern of yields existing in the market 
at any one time on industrial bonds, utility bonds, commercial mortgages, con- 
ventional residential mortgages, and Government-insured and guaranteed mort- 
gages is in a state of delicate balance. Life companies watch this yield pattern 
carefully and are quick to redirect their investments into areas where net yields 
improve in attractiveness in response to demand and supply forces. For ex- 
ample, if as a result of market forces the net yield on high-grade industrial bonds 
should rise relative to that on home mortgages, it is natural that life company 
funds would tend to shift toward greater investment in industrial bonds. Of 
course, the requirements of a balanced portfolio will always serve to keep such 
shifts from going to extremes. 

This sensitivity of life company investments to changing yield spreads has 
great social advantages because it insures as a general rule that savings will 
be channeled into uses where there is greatest need for them. Interest rates are 
merely prices paid for the use of borrowed money and like any other prices 
they are established basically by conditions of demand and supply in the market 
place. This system of interest rates has the function in our national economy 
of influencing the distribution of savings to their most productive uses. It is 
for this specific reason that, as will be discussed more fully later, all interest 
rates must be permitted to move freely in response to demand and supply forces. 
Wherever interest rates on certain loans, e. g., FHA and VA mortgages, are 
prevented by administrative and legislative fiat from rising during a period of 
capital stringency, it is only natural for capital funds to shift into markets 
where rates reflect demand and supply conditions. 


Th 
that 
alter 
home 
an in 

In 
thro 
insw 
in le 
Gove 
the ' 
resp 
confi 


a sti 
hous 
rigic 
on V 
num 
fore 
stal 
vent 
prot 
mal 


mor 
ins 
der 
on 
to < 
at 
at 
col 
set 
of 
an 
ma 
r 
in 
th: 








~~ 





G 


Wail ses 


ea uae Abies. 


HOUSING ACT OF 1954 611 


VIEWS ON NATIONAL HOUSING AND MorTGAGE LENbING PoLicy 


I, THE GOAL OF NATIONAL POLICY 


The record of residential construction in this country over the years indicates 
that the home-building industry is characterized by long cycles of activity, 
alternating in booms and depressions. Because of the great importance of the 
home-building industry in our national economy, fluctuations in this area play 
an important role in the problem of instability in the economy as a whole. 

In view of these circumstances, it is appropriate for the Federal Government, 
through general credit policy, through policy with respect to the Government- 
insured and guaranteed mortgage program, and in other similar ways, to aid 
in lending stability to the private home-building industry. The objective of 
Government policy in this regard should be to help level off the peaks and fill in 
the valleys in home building. This does not mean that the Government has a 
responsibility at any time to build houses itself; rather, its efforts should be 
confined to providing a general economic climate conducive to stability in 
private home building. 

It would be a mistake to define the appropriateness for Government to exert 
a stabilizing influence in the housing field in terms of a rigidly fixed number of 
housing starts per annum, for example, the 1 million units so often cited. A 
rigid objective of this sort is not in keeping with the flexible, free, market economy 
on Which we place reliance. Moreover, whatever the stabilization objective, the 
number of housing starts each year must bear a direct relationship to such basic 
forces as the rate of family formation, the need for replacement of clearly sub 
standard housing, and the ability of people to pay for housing. Whatever the 
general objective of stability, there must be leeway for the inevitable price and 
preduction adjustments and readjustments which are so healthy in our free- 
market economy. 


i. THE GOVERNMENT INSURED AND GUARANTEED MORTGAGE PROGRAM 


(a) The function of FHA mortgage insurance.—The FHA system of home- 
mortgage insurance is, if administered soundly and with flexibility, a desirable 
vehicle for lending stability to home building and mortgage lending. The idea 
of mortgage insurance as set forth in the preamble of the original Federal 
Housing Act is basically sound, but there is evidence that the FHA program has 
departed from the original plan. The FHA should return to the function origi- 
nally intended, namely, purely as an insuring agency to be operated on business 
principles and with adequate reserves in order to make its maximum contribution 
to a stable mortgage market. 

(b) Interest rate policy with respect to Government insured and guaranteed 
mortgages.—The fundamental cause for the present shortage of Government 
insured and guaranteed mortgage financing is, along with the excess of overall 
demand for capital funds relative to the supply of savings, that the existing rate 
on these loans is not sufficiently flexible ; and, although it was recently increased 
to 414 percent, the insured or guaranteed mortgage is still not entirely competitive 
at par with rates on alternative investments. It should no be overlooked that 
at this rate the net yield to investors after meeting servicing and other costs is 
considerably below 4% percent, and is nearer 8.75 percent. Other interest rates 
set by competitive market forces have risen in the past several months as a result 
of the heavy demand for capital funds, whereas the rate on insured and guar- 
anteed mortgages has not been permitted to adjust fully to meet changing capjtal 
market conditions. 

The basic solution to the problems which we have experienced in recent years 
in the mortgage market is to make the insured and guaranteed rate flexible so 
that it can reflect and adjust fully to free-market forces. This can be accom- 
plished in the following way. The FHA Commissioner should set a maximum 
permissible rate which can be charged on insured and guaranteed mortgage 
loans, but this rate should be substantially above the current going market rate. 
Under the ceiling of the maximum, the actual contract rates on individual 
instred and guaranteed mortgages would be set as a result of competitive 
mar‘ket forces. The rates would move up or down depending on market com- 
petition and would also be allowed to reflect geographical differences in the 





1It is later recommended that the VA home mortgage program be merged with FHA, 
so that the FHA Commissioner would administer both the insured and guaranteed program. 
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market, as well as the additional expense involved in handling a small volume 
of loans in smaller towns and rural areas. Despite flexibility in the contract 
rate on insured and guaranteed mortgages, there will always be a tendency for 
discounts or premiums to arise on these mortgages—as on any mortgages—as 
market conditions change, so that official approbation of trading of insured and 
guaranteed mortgages at a discount or premium is needed. 

The general principle of flexible rates should also apply to rates payable on 
FHA debentures. Historically the FHA debenture rate has been reduced during 
a period in which the downpayments have been cut and the maturity of FHA 
loans has been extended, the latter not only making the loans less attractive 
but also having the additional disadvantage of leading to an extension of the 
maturity of FHA debentures. In order to keep the FHA mortgages competitively 
attractive in the general capital market where rate flexibility prevails, it is 
necessary to follow a flexible policy with respect to the FHA debenture rate and 
to permit this rate to rise in a rising interest-rate market. The debenture rate 
at the time of making the loan should be kept in line with the general level of 
interest rates. 

(c) Federal Reserve influence on insured mortgage terms.—aAs indicated in 
the preceding section, interest rates on Government-insured and guaranteed 
mortgages, as well as conventional mortgages, should be entirely free to move 
in response to basic conditions of supply and demand for mortgage funds in the 
market, and to reflect such factors as regional differences in risks, in servicing 
costs, and in costs of foreclosure. Within this framework, interest rates will 
automatically exert a stabilizing influence in that they will tend to rise in a 
period of boom in housing and mortgage lending and to decline in a period of 
downturn. Any Government influence on mortyage interest rates, if needed at 
all, should be exerted solely through the exercise of the indirect general credit 
control powers of the Federal Reserve. 

Aside from the rate of interest, other terms on Government-insured and 
guaranteed mortgages, notably the amount of downpayment required and the 
length of the amortization period, have a direct effect upon the volume of mort- 
gage credit. In the past these terms have been set rigidly by the Congress 
without much opportunity for administrative flexibility. There have been occa- 
sions in recent years, for example, when Congress has moved to ease down- 
payments and to lengthen amortization periods at the same time that the Federal 
Reserve has been exercising its general credit control powers to tighten credit 
in an effort to combat inflation. 

It would be desirable in the future for Congress to provide discretionary au- 
thority, within limits, for the FHA Commissioner to fix the various terms of the 
insured and guaranteed loans such as downpayment and period of amortization. 
In exercising such discretionary authority, the Commissioner should, of course, 
have an eye to stability in home building and in the economy as a whole. To 
insure appropriate use of his discretionary authority, the Administrator should 
be required to consult regularly with the Federal Reserve authorities in order 
to maintain consistency between general credit-control policy and the non- 
interest-rate terms on insured and guaranteed loans. 

(d) Organization and Administration of the Government-Insured and Guaran- 
teed Mortgage Program.—Certain changes are needed in the organization and 
administration of the Government-insured and guaranteed mortgage program as 
follows: 

1. Both the Federal Housing Administration and the Home Loan Bank Board 
should be restored to independent status and should no longer be affiliated with 
the Housing and Home Finance Agency. With both of these agencies operating 
independently, the remaining need for HHFA is greatly reduced. It may be 
true, however, that HHFA should continue to function, at least on an interim 
basis, as a coordinating agency on housing and mortgage matters. For example, 
HHFA might serve on an interim basis to handle such matters as the disposition 
of Lanham Act housing, the liquidation of FNMA—as later recommended— 
Alaska housing, college housing, and the community facilities program. Also, 
there is a real need for an improved research and statistical program by Govern- 
ment in the housing and mortgage lending field which might be assigned to HHFA. 

2. Rivalry between the VA and FHA with respect to the making of loans and 
the liquidating of holdings involves serious disadvantages. Therefore, the VA 
home-mortgage program should be merged with FHA in a separate title. At 
the same time, the VA should retain the function of guaranteeing veterans’ 
business loans. Aside from eliminating the dangers inherent in rivalry between 
FHA and VA, the merger of the VA home-mortgage operation into FHA would 
lead to greater efficiency and economy for the entire operation. 
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8. Regardless of whether recommendation No. 2 above is adopted, the VA 
should accept FHA appraisals and inspections, as well as field service and super- 
vision, thereby relieving the taxpayer of the cost of duplicated service and elim- 
inating for the home-building industry all the details, difficulties, and costs 
entailed in dual processing. The independent appraisal operations of the VA 
Loan Guaranty Division should be abolished. Now that a competitive market 
for housing has been reestablished, VA should abandon the “reasonable value 
test,” insisting only that the veteran buyer should know the FHA valuation placed 
on a piece of property and should sign a declaration for VA that he has seen it. 

(e) Matters of Detail_—Apart from the recommendations already made with 
respect to the Government-insured and guaranteed mortgage program, there are 
several additional recommendations dealing with the detailed operation of the 
program which deserve mention, as follows: 

1. There does not seem to be any real economie justification for the present 
FHA policy of insuring a much higher percentage of mortgages for the purchase 
of new housing than for the purchase of older housing. Therefore, the FHA 
should at the present time take steps to narrow the margin. Discretion as to 
the terms should reside with the FHA Commissioner, who should maintain a 
policy of flexibility with respect to the insurance terms on new and older houses 
depending on economic circumstances at any given time. In the exercise of this 
discretionary authority the Commissioner should be required to consult with the 
Federal Reserve Board. Under the proposal being made here, it should be 
recognized that the margin of safety on the loans on older houses would be 
preserved in that the appraisal of the older houses would naturally reflect the 
difference in value of the older house as compared with the newer one. 

2. The FHA should give encouragement to higher standards of space, design, 
construction, and land planning. 

3. The various FHA titles should be completely overhauled to develop one 
simplified insurance pattern for all owner-occupied 1-4 family units and one 
simplified pattern for all civilian rental housing. 

4. The FHA program of insuring cooperative housing should be critically 
reviewed. There is serious doubt whether this program is basically needed. 
Moreover, it should be remembered that cooperative housing projects have the 
serious pitfall, as shown by history, that if a small minority of the families in 
such a project experience financial difficulty the entire project then experiences 
trouble. 

5. FHA procedures should be simplified to make it easier to employ FHA 
debentures for the payment of insurance premiums. 

6. FHA should simplify its various rules and regulations in order to reduce 

originating and servicing costs. 
7. FHA, by establishing certain standards, should lend its influence for uni- 
formity of State law with respect to mortgage foreclosures. Costly foreclosure 
laws in many States add greatly to the expense of mortgage lending. It is 
essential that the foreclosure procedure be improved, according to satisfactory 
standards, and made uniform in the various States in the interest of lower mort- 
gage lending costs. 

8. FHA should also lend its influence to achieve uniformity of building codes 
in municipalities throughout the country. Much can also be done through pri- 
vate groups, such as the United States Chamber of Commerce, to educate munici- 
pal officials on the value of a uniform system of building costs. 


III. DIRECT GOVERNMENT LOANS IN THE HOUSING FIELD 


The program of direct Government loans to veterans for the purchase of homes 
and farmhouses is unnecessary and should be terminated. The argument which 
has been made for this program is that there are certain rural and remote 
localities in the country where private mortgage credit is unavailable so that 
direct Government lending to veterans is rendered necessary. 

Actually, the mortgage market in the United States is exceedingly fluid and 
mortgage money from private lending institutions will flow, within the limits 
of the total supply of savings, to all communities provided that interest rates 
are flexible enough to reflect fully the risks and servicing costs involved. The 
apparent need for direct Government lending has been caused by the rigidity 
of the VA mortgage rate and its failure to reflect regional differences in risks, 
servicing costs, costs of foreclosure, and the like. 

The adoption of a flexible interest-rate policy on Government-insured and 
guaranteed loans, such as was outlined earlier, and the recognition of regional 
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differences in risks, servicing costs, costs of foreclosure, and the like should com- , T 
pletely eliminate, except possibly in extreme cases, any need for the direct 4 : 
lending program. : virt) 
IV. FANNIE MAY—PUBLIC OR PRIVATE : it. hy 
‘ i ike ™ : ; men 
Operations of the Federal National Mortgage Association should be terminated 4 M 
and the mortgages held by FNMA should be liquidated just as promptly as is 3 ae 
consistent with orderly market conditions. Throughout the postwar period 4 I 
FNMA has served to provide a primary market for Government-insured and tion 
guaranteed mortgages bearing interest rates not competitive in the market. Its so. 
operations have constituted a drain on the Federal budget and have often through- lo ¢ 
out the postwar period contributed to inflationary forces in the booming housing 3 Go" 
maiket. If the interest-rate policy on Government-insured and guaranteed loans M 
which was outlined earlier is followed, the private lending institutions of this 5 I 
country—the life insurance companies, the mutual savings banks, the commercial \ 
banks, and others—will provide an adequate secondary market for home mortgage thir 
loans. s 1 
Just as there is no real need for FNMA, assuming the adoption of flexible in- 7 5 
terest rates on Government-insured and guaranteed loans and the recognition of 4 Go\ 
regional differences in risks, servicing costs, costs of foreclosure, and the like, : N 
there is likewise no need for a private national or central mortgage bank, as is 7 " 
currently being urged in several quarters. This private bank would at best rat! 
« 


be merely a substitute for FNMA and would still have as its basic function the , 
purchase of Goverment-insured and guaranteed mortgages which, because of mol 


their failure to meet market competition, are not salable to the private lending : wh: 
institutions. The time has come to stop resorting to palliatives and to introduce N 
a basic remedy—namely, real market flexibility of rates on Government-insured < 
and guaranteed mortgages. 7 
The idea of a private national mortgage bank has serious disadvantages. In \ 
order to obtain the funds to purchase mortgages, the bank will be required to £ 
sell debentures, and it seems obvious that the only possible market for these } 
debentures will be with the lending institutions which in the first instance have ant 
found the mortgages unattractive because of rate rigidity. In a period of heavy = 
demand for capital funds, which would be the time of greatest need for the ’ are 
national mortgage bank, there will not be a market for the bank’s debentures i as 
unless some way can be found to sell them to the banking system. However, hai 
resort to the banking system under such conditions would have serious inflation- sec 
ary consequences and should not be permitted in the general public interest. | ‘ c 
&K 

V. SLUM CLEARANCE AND LOW-RENT HOUSING ha’ 

It cannot be denied that in certain cities throughout the country there is a tio 


serious problem of slum clearance and low-rent housing. It is doubtful, however, . a 8 


that public housing is the answer to this problem. Certainly the public housing } ; 
program to date has had serious shortcomings, with housing being built in places } the 
where it was not needed, and with high-income groups living in public-housing sol 
projects. i ‘ 
The present period of high prosperity and much improved housing standards ’ 
affords a good opportunity for a thorough study of why the public-housing pro- Wi 
gram has failed and what basically can be done to meet the slum clearance and ; ma 
urban redevelopment question. This study should consider the question of 1 tos 
whether a sound and workable basis can be devised for making it possible for pri- ; Tv 
vate enterprise, with Federal, State, and municipal participation, to do the job. " 
The CHarrman. Of course, we will have to study this bill. It is on 
strictly 100 percent a voluntary program. ; wh 
Mr. SuHanks. That is right. But it ties in the HHFA Administra- = 
tor as Chairman, and the Federal Reserve so that there will be full B: 
cooperation between the Government and private companies, th 
The CHarrman. What it does is set up an organization, and if i 
there is a shortage of funds in any given section, this organization : th 
will make an effort to find the funds, but they do not guarantee to d th 
do so. * on 
Mr. Suanxs. They do not, but they will get the information, and : an 


they will have an organized effort to try to find the answers. 
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The CuatrmMan. I think it has a lot of merit to it. I think the most 
virtue it has is the fact that you gentlemen who are recommending 
it handle the big percentage of home mortgages. So if you recom- 
mend it and get behind it, | think you have to see that it works. 

Mr. Suanks. We will try to make it work. 

The CuarrMan. I would say that would be its best recommenda 
tion. Beeause you could make it work if you were in a position to do 
so. Of course, I know you want to, but 1f you were in a position to 
do so, you could make it work, 

Mr. Suanks. I think you could make it work. 

The CuarrmMan. It requires no money and no appropriations ¢ 

Mr. Suanks. Of course, all the other institutions are in it, and I 
think they also will be behind it. 

The Cuarrman. That is right. It requires no money from the 
Government ¢ 

Mr. Suanks. That is right. 

The Cuatrman,. It will be strictly an organization, supported, or 
rather guided and directed by the Government, in finding money, 
mortgage money, in those instances where it was scarce; isn’t that 
what it does ¢ 

Mr. SuHanks. That is right. 

Senator Busu. Who would finance this committee’s operation / 

Mr. Suanks. How would it be financed ? 

Senator Busn. The operating expenses of the committee. 

Mr. Suanks. First, the expenses of the people on the committee we 
anticipate would be borne by the various institutions with which they 
are connected. There would be rotations from time to time. Just 
as in connection with the voluntary credit-restraint committee. We 
have provided they will meet in the Federal Reserve banks in various 
sections, and they will provide the office space and some clerical help. 

Senator Busu. Wouldn’t it be necessary for such a committee to 
have a rather large staff? Who is going to collect all this informa 
tion the committee will use? How are you going to operate without 
a staff ? 

Mr. Suanks. We felt there wouldn’t be too large a staff, but if 
there has to be a staff or much of a staff, then there will have to be 
some way of financing that. 

Senator Busu. It seems to me there ought to be some anchor to 
windward, so to speak, for any committee. Somebody has to be a 
managing secretary or managing director, or somebody to keep it 
together, and it seems to me there would be some expense involved. 
J wonder who you think should pay that. 

Mr. Suanxs. First, the members themselves, the time they put in, 
and whatever cost they incur will be borne by the institutions with 
which they are related. But where it comes to holding their meetings, 
we provide in the bill that they will be held in the Federal Reserve 
Banks, Washington, or in the regions, and that they will provide 
the secretarial assistance, and so on. 

Beyond that I don’t think there should be too much of a staff. If 
they can just give clerical assistance to the chairman, it could be done 
that way. If it goes beyond that on staff, and there is no provision 
in the bill, the institutions would have to provide it, one way or 
another. 
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Senator Bricker. Of course, there would have to be authorization 
in the bill for the Federal Reserve, or the Housing Administration, 
or whoever it might be to make the contributions necessary on its 
part to carry out its part of the program. 

Mr. Suanks. That would have to be in there and we anticipate 
most of the expenses would be borne by them. 

Senator Bricker. You don’t anticipate there would be any per 
diem charge on the part of those ? 

Mr. Suanks. No per diem charge, no traveling charges, no charges 
at all, except just the clerical work, and we think that may be fitted in 
by the HHFA and Federal Reserve. 

The Cuamman. We had experiences in a plan similar to this, back 
after the close of World War II. There was a big shortage of 
newsprint. I was chairman of a subcommittee and got the presi- 
dents of all the large newspapers together, and we worked out a 
system whereby the little newspapers, or anyone running out of 
newsprint would get in touch with a committee. I think we set up 
five regions in the United States. If they were short of newsprint, 
they would call this office at a certain point, and then it was the duty 
of that man whom they called to get in touch with the big users of 
newsprint who had the quantity on hand, to find out which one of 
them would ship 20 tons or 50 tons or 100 tons to this man who was 
running out. And it worked very well. 

Mr. Suanxs. Did you have to have a staff of some sort? Did you 
incur a lot of cost? 

The Cuarrman. No; the staff work was performed by the news- 
paper publishers association, by their trade association. Their trade 
association ran it. It worked very well, and no legislation was re- 
quired. It was just a sort of voluntary organization. You think you 
need legislation to do that? 

Mr. SuHanks. Yes. We don’t think you could properly tie in the 
HHFA and the Federal Reserve without legislation—and we think it 
is important that they be in. 

Then the other reason is, of course, while this is a credit extension 
and in no way a credit restriction, we think there is no antitrust prob- 
lem, either legally or in spirit in any way. But, nevertheless, in view 
of the Wisconsin Oil cases, everybody is scared to even talk to each 
other, so you need protection that way. 

Senator Bricker. If the bill were passed and the committee were 
authorized and given this authority by the Government, there would 
be no question. 

Mr. Suan«s. No; there would be no question. But to do it just 
voluntarily with nothing, you might be subject to attack. Well, 
people are afraid, that is all. 

The Cuarrman. You feel that if such a plan was adopted that there 
would be no question about the availability of mortgage money in these 
areas ¢ 

Mr. Suanks. I think that as soon as it gets to working, the rough 
edges are knocked off, so that it is going smoothly, I think it will take 
care of the problem. I don’t guarantee it will take care of everythin 
100 percent, but I think it will do as well as any device I can thin 
of. 

The Cuarrman. I gathered from your testimony you are opposed 
to an extension of FNMA. You are offering a substitute for it, which 
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we are placing in the record. And you are a little dubious about the 
40-year mortgages over t he 3¢ )-year mortgages. 

Mr. SHanks. Yes; we are very dubious of the 40 years, if you want 
investors to buy them. And there is no use setting up something 
people won’t buy. ' 

The Cuarrman. I have been talking about that for several days, 
whether they would buy them or not. 

Senator Busu. Have you discussed this proposed bill with Mr. 
Cole? Or anybody on your behalf? 

Mr. SuHanks. There isa meeting this afternoon, to talk to him. 

Senator Busu. I suggest, if I may, that you go into the operations 
of this committee a little more. I can’t quite visualize how you 
account for a big committee like that, without some angle, some direct 
ing subordinate head, if you will, some secretary of some kind. There 
has to be somebody to keep the records and files and call the meetings 
to do all of these things, and it just isn’t clear to me, from the way you 
presented it, that that angle is taken care of. The policy angle is 
clear enough; the objective is clear, but how the thing functions isn’t 
quite clear to me. 

The CuHarman. As I went through it, I thought the Housing 
Administrator was to be the head of it. 

Mr. Suanks. Well, Senator Bush, and Mr. Chairman, we had the 
experience with the National Voluntary Credit Restraint Com- 
mittee—and there was no anchor there, except at that time the chair- 
man was one of the members of the Federal Reserve Board, Mr. 
Powell, and we met in their office and they provided the staff and 
clerical services. Under our current proposal, the anchor is the 
HHFA Administrator, and we presume he will provide the office and 
the space to meet and the clerical assistance at that time. And it is 
provided that the various subcomittees will meet in the Federal Re 
serve banks around the country which will provide the staff and 
clerical services. Now, you may be right, however. We have dis- 
cussed the question of whether there should be some more definite 
provision for staff in our current proposal. We worked it out all right 
in the case of the voluntary credit restraint program because each in 
stitution paid for its own man while he was on the committee, and paid 
his traveling expenses and what correspondence he had, and that sort 
of thing. 

Senator Busu. I can see all of that perfectly clearly, and yet I do 
not see how an organization like that can do the comprehensive job 
that it is supposed to do, without some permanent. staff, and I am not 
trying to create any new jobs in the Government. 

Mr. SHanks. I won’t say at all you are not right. And the safest 
thing would be to make provision for it. 

Senator Busu. I suggest we should make some provision on that 
point. 

The CuatrMan. I want to congratulate you, Mr. Shanks, as presi- 
dent of your company, for decentralizing your business. I only re- 
gret you didn’t put a branch in Indiana. I think it is a splendid thing 
that you are doing. I think it will help the very situation we are 
talking about. I recommend it to all the other big life insurance com- 
panies of New York, and Connecticut and New England. 

Mr. Suanks. Can’t you keep that out of the record, sir. We would 
like to have this to ourselves for a while. 
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The Cuatrman, I think it is so good they all ought to do it. S1VG, 

Mr. Suanx. We found we are much closer to the people in the . to co 
regions. 

The CuatrmMan. Of course. The country is getting highly de- 
veloped and the —— is pretty well scattered. 

Mr. Suanks. We have found that you can get decentralized offices 
too big, also, that you have to have them fairly small. And if we 
find it works, maybe there would be one in Indianapolis. 

Senator Bricker. May I ask a question: Where do you think these 
localities are, where there is a need of extension of credit, where credit 
at the present time isn’t available. Just give us geographically or by 
groups, some of the places where this would fill in. 

Mr. Suanks. I will ask Mr. Vieser to answer that, sir. 

Mr. Vieser. We think the problem has been rather exaggerated, 
and in our own State where this has worked, we did not need any staff. oom 
The problem was very simple. The VA director would bring to our 
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attention those loans that could not find a home. Over the few years M 

we took them up by periodic meetings. que 
There has been a lot of talk about small communities in Texas and Our 

through the West and Southwest, and Southeast. I don’t think the ho 

problem really exists too much in the North and Northeast. But in I 

talking to various builders and institutions, it isn’t a great big prob- on | 

lem. We think we can solve it simply and effectively. I can’t give you N 

direct names, except in that general area. tha 
The Cuarrman. I might say that I believe what I am about to 

state is a true statement—if it isn’t we will correct it later: They have whi 

had such a plan in New Jersey. I think you have been operating has 

there. } 
Mr. Vieser. Yes, sir. | 
The CHartrman. I don’t believe VA ever made any direct loans in for 

New Jersey. : 
Mr. Virser. There is no direct lending in the State of New Jersey 

up to this minute. be 
The CHairman. The reason being you took care of it yourselves? mm 
Mr. Vieser. That is right. I might say in the State of New Jersey, me 

where we have no direct lending, it hasn’t been the life insurance mn 

companies that have made the great contributions alone. The savings be 

and loan, the small savings banks, and the commercial banks in these 

small areas have been the effective banks to help us, and we are looking th 

to that sort of help throughout the country. The small commercial 

banks, the small savings and loan and savings banks, as well as the 

institutional banking. pe 
Senator Bricker. Have you any offices in these areas that you men- in 

tioned as areas of need ? 
Mr. SuHanks. Have we any office ? 
Senator Bricker. Yes. pl 
Mr. SuHanxs. There are some lenders with branch office systems. bl 

The Prudential is one of those, and others have correspondents. In 

our own company we attempt to cover the entire Nation and we do 

really. But in the case of a nationwide lender, such as ourselves— 

take some places in Montana, for instance, one of our men, to make a 

mortgage loan, might have to travel there and back, say, 400 or 500 tl 


miles to inspect the place, and to look at it. And that is very expen- 
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sive, you see, and that is the sort of remote place we would attempt 
to cover. 

Now, under this system, either way would cover it. But there are 
many small companies and lenders of all types who are in those areas, 
and ofttimes a small lender would undertake to cover a certain area 
and we would undertake to cover other areas, and that is the way we 
would cover. 

Now, on minority groups, it is sometimes said that Negroes have 
difficulty in getting housing, although all of us do make mortgage 
loans to Negroes. But there may be something to that, and that is 
something that we would apply ourselves to. 

The CHarrman. The minority groups. 

Mr. Smanks. Yes. 

The CHarrman. Yes, there has been considerable complaint, of 
course, that builders will not build for Negroes, and mortgage buyers 
will not buy the mortgages. 

Mr. Suanks. Well, I think that is exaggerated. It is usually a 
question of the locality. It may be a decaying neighborhood. But in 
our company we lend to Negroes and do not even know. It is never 
shown on our records, 

The Caarrman. You don’t know whether they are white or black 
on the records ? 

Mr. SuHanks. That is right. If it is a good loan we want it. And 
that is true of the other companies. 

The CuarrMan. Well, there has been some complaint—I don’t know 
whether it has been justified or not, I think in some instances that it 
has. We have pretty well corrected the situation in Indianapolis. 

Mr. Suanks. We think there is some justification for it. 

The CHatrman. Would you care to make any comment on this 1- 
for-1 proposal that we wrote into FNMA last year? Has that worked? 

Mr. Suanks. I will ask Mr. Jewett to comment on that, sir. 

Mr. Jewerr. It appears to have worked very well. Builders have 
been able to get advance commitments from FNMA by purchasing 
mortgage from FNMA. They have discounted those advance commit- 
ments in some cases. And FNMA has picked up 414 percent mortgage 
in its portfolio, where it had 4 percent mortgages before. This would 
be advantageous to FNMA. 

The Cuatrman,. I gather that you are in favor of that portion of 
the bill on open-end mortgages. I believe you so testified ? 

Mr. SuHanks. That is right. 

The Cuarrman. And under section 221, these long-term no down- 
payment, or very little downpayment, you recommend 30 years, 
instead of 40? 

Mr. Suanks. That is right. 

The Cuatrrman. And you are in favor of this rehabilitation of old 
properties, which if not rehabilitated shortly might become slums or 
blighted areas. 

Mr. Suanxs. I think that is very important. 

The CHarrmMan. Any other questions, gentlemen ? 

You have been very, very helpful to us. We appreciate it. 

Your statement is very clear and speaks for itself. 

Senator Busu. I would also like to compliment Mr. Shanks. I had 
the honor to be a trustee of his company for many years, and I know 
the very competent organization which he has behind him. I can well 
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imagine the great deal of work that has gone into the preparation of 
this statement, in addition to his own very able presentation of it. 
It is a very fine statement. 

Mr. SuHanks. Thank you, sir. 

The Cuarman. Our next witness will be Mr. Winston, National 
Association of Housing and Redevelopment Officials. Mr. Winston, 
you have a prepared statement, I believe? 

Mr. Winsron. Yes, I do. 


STATEMENT OF OLIVER C. WINSTON, PRESIDENT, NATIONAL 
ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS, 
ACCOMPANIED BY JOHN SEARLES, EXECUTIVE DIRECTOR, DIS- 
TRICT OF COLUMBIA REDEVELOPMENT LAND AGENCY 


Mr. Winston. I would like to read the first part, Mr. Chairman. 

The Cuarrman. You proceed in your own way, then. 

Mr. Winston. Mr. Chairman, my name is Oliver Winston and I am 
appearing as the president of the National Association of Housing 
and Redevelopment Officials. I am also the executive director of the 
Housing Authority of Baltimore City.. Mr. John Searles, who is 
chairman of our redevelopment section and also executive director of 
the District of Columbia Redevelopment Land Agency, is appearing 
with me to answer questions pertaining to the expanded urban renewal 
program. I should like to make a general statement on major items in 
the bill and then submit for the record a more detailed comment on the 
bill’s provisions. 

The general statement does not follow necessarily the order of the 
provisions in the bill, but our detailed statement has been geared, for 
the most part, to sequence of the bill’s provisions. 

The National Association of Housing and Redevelopment Officials 
is a nonprofit professional association of citizens and local public 
officials interested in furthering good public administration in the 
fields of housing and urban redevelopment. 

This association, although concentrating its efforts in these fields, 
has always had as its objective the provision of adequate housing for 
the entire people and a particular concern that private enterprise play 
as large a role as possible in attaining this objective. 

The members of our organization, by and large, are those who will 
be administering the provisions of this bill having to do with public 
housing and urban renewal. We have a very real interest, therefore, 
in the legislation, for we are anxious that it provide the best possible 
tools to enable us to assist in carrying out its objectives. 

The introduction of new ideas on Federal participation in com- 
munity rebuilding and the interest evidenced in assisting cities in 
tackling their problem of urban decay gives us great satisfaction. 

We are pleased to know that the administration is recognizing the 
need for assistance in this field and is carrying out the major recom- 
mendations of the President’s Advisory Committee. We are of the 
opinion, however, that in some respects the bill is not broad enough 
to encompass all the major facets of the housing problem and we are 
disappointed that it does not recognize all major housing needs. 

The President’s Advisory Committee on Housing Policies and Pro- 
grams estimated that 5 million homes must be demolished and 15 mil- 
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lion homes rehabilitated. These figures suggest that something like 10 
million families may have to move over a period of years “because 
their homes are to be cleared or extensively remodeled. This vast 
movement of population will require positive and effective reloca- 
tion measures. 

Not hopes, but homes, will be necessary before any substantial num- 
ber of these families can be relocated. The suggestion that enforce- 
ment campaigns must be in effect before relocation housing will be 
authorized completely contradicts the needs of the situation. New 
housing—public and private—must be available first to accommodate 
relocated families at the rents and prices and in the locations, sizes, 
and types, needed for them. 

P nding the establishment of a substantial reservoir of such reloca- 
tion housing, certain aspects of the programs of rehabilitation and 
enforcement must proceed slowly. 

The collapse of rental housing construction in adequate volume in 
recent years must be ruled as a grave deficiency in current housing 
production. The solutions proposed in the pending legislation may 
provide some additional volume of rental housing, but lower rents 
and larger volume are essential to any comprehensive housing pro- 
gram. 

A minimum national program for middle-and lower-income private 
housing requires effective aid for the development of cooperative, 
rental, “and sales housing, particularly in larger sized units and at 
prices or rent levels of $ $50 to $60 per month in northern cities and $30 
to $40 per month in southern and western cities. To the extent that 
these objectives can be accomplished through FHA insurance, the 
program should be conducted under a special authorization and with 
a separate insurance fund so that its costs are recognized. 

We certainly endorse the expansion of the present slum clearance 
and urban redevelopment programs to assist cities in doing a more 
comprehensive job of treating slum and blighted areas. We feel that 
the existing slum clearance and urban redevelopment program is es- 
sential and should continue but we feel also that where possible cities 
should be given assistance to treat larger areas—areas with a core of 
slum clearance and urban redevelopment surrounded by an area that 
may be rehabilitated. 

We want to be sure, however, that in no event will a city be pre- 
cluded from receiving Federal assistance for a slum clearance and 
urban redevelopment project merely because at the time it applies for 
such assistance it is not in a position to undertake treatment of a much 
larger area. The slum clearance and urban redevelopment program 
is just now getting up a full head of steam and any attempt to make 
this additional assistance a mandatory extension of slum clearance and 
urban redevelopment as we now know it will have the effect of dras- 
tically reducing, rather than increasing, the activity under the pro- 
posed urban renewal program. 

Many cities today are moving ahead rapidly in their urban redevel- 
opment programs. If they can meet the requirement of progress to- 
ward a workable program, this healthy progress should not be slowed 
down while State legislation is being passed, local organizations estab- 
lished, and techniques perfected to use the other tools of slum elimi- 
nation included in urban renewal. 
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We ask, therefore, that this new legislation encourage and accelerate 
urban redevelopment, as we know it today, as well as providing as- 
sistance for the use and development of the other slum-clearance tools. 

In this connection, we should like to raise the point of whether local- 
ities will be able to apply for assistance for urban renewal projects 
since State redevelopment legislation does not use this particular term. 
We suggest that the language of the bill be changed to make it clear 
that applications for assistance for slum clearance and urban redevel- 
opment projects come within the province of applications for assistance 
for urban renewal projects and are not rejected on the ground that the 
term “urban redevelopment” rather than “urban renewal” is used. 

The CHarrman. What is the difference? 

Mr. Winston. The urban renewal is the much broader term covering 
the rehabilitation of new areas sometimes outside the core of real rock- 
bottom slums, where there may be an application pending for an urban 
redevelopment project. Where the land is being assembled to be 
turned over to a private builder. In this legislation it is not too clear 
whether this city would comply with the requirement of the bill, unless 
it had a program for the rehabilitation outside of that area, as well as 
in the core. 

We also endorse the aids provided in the proposed legislation for en- 
couraging rehabilitation but we should like to caution against an over- 
emphasis on what may be accomplished by rehabilitation. 

In conservation areas and in recently developed areas, it may be pos- 
sible to prevent the origins of blight. Strong economic forces that 
deter investment in older neighborhoods are unlikely to be reversed on 
a widespread basis by even the most vigorous of campaigns. Care 
must be taken to avoid modernization programs in areas where mod- 
ernization may be economically unsound or where it will increase the 
cost of future clearance. 

While we support the principles of rehabilitation and enforcement, 
we believe that there is ample evidence that in many areas these pro- 
grams may not achieve the successes expected by the sponsors in terms 
of quality of the work, its durability as a community development, or 
its economic and social soundness. 

We heartily endorse section 220 which provides a special FHA 
mprtgage insurance program for urban renewal areas. This program 
recognizes the special problems which face the FHA in underwriting 
mortgages on new construction or rehabilitation in slum areas which 
are being cured. These problems have already become very apparent 
in redevelopment programs throughout the country. We feel that 
the programs in these cities can move forward under section 220 with 
the few minor technical changes which are discussed under the detailed 
comments submitted as part of this testimony. 

At the present time, however, there are a number of redevelopment 
projects in various stages of progress which will continue to operate 
under the existing title I terms, because of the savings provision, of 
section 412. Since these projects have already had to meet tests quite 
similar to a workable program, we earnestly recommend that section 
220 be made applicable to these projects without requiring the delay 
which would be necessary to secure the approval of a workable 
program. 

We also endorse section 221 for it appears to provide a means of pro- 
viding housing for those families displaced because of urban renewal 
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and other governmental activity. Rehousing these families in decent, 
safe, and sanitary dwellings is a major part of our present urban re- 
development and public housing program, and we welcome a program 
which provides additional assistance in this field. 

We should like to point out, however, the incongruity of requiring 
stricter and more effective building and housing codes in the urban 
renewal program and at the same time, encouraging, under section 
221, the construction of housing at a cost that precludes it from ad- 
hering to building codes in most sections of the country. We think, 
therefore, that the $7,000 maximum is unrealistic. We recommend 
a maximum of $8,600 and, in high-cost areas, a maximum of $10,000 
since it is in our larger cities that the rehousing situation is the most 
acute. 

We feel that while many cities have made great strides in housing 
codes and housing-code enforcement they have not taken adequate 
steps toward a truly workable program in planning for conservation 
and rehabilitation that there are few, if any, cities today that have 
the kind of a program that we feel can be achieved in a period of 
several years. We feel, therefore, that either the Housing Adminis- 
trator will have to set unduly low standards for a workable program 
or that progress in the slum elimination field will be rebandel since 
Federal aids will be available only to those cities which have achieved 
an appropriate standard for a workable program. We believe, there- 
fore, that the Administrator’s criteria for a workable program should 
be progress toward a workable program. We believe the language of 
the bill should be changed to reflect this criterion of progress rathe: 
than immediate achievement. 

The President’s Advisory Committee had before it published evi- 
dence that approximately half of all families in redevelopment areas 
were in income groups eligible for public housing. Since it is appar- 
ent that 10 million families will have to be relocated under an effective 
program of housing and rehousing, there is clearly indicated a need 
for housing for 5 million families of low income as a result of future 
redevelopment and rehabilitation. It would be optimistic to assume 
that half of these families can be located in existing and rehabilitated 
units. Thus there is an enormous need for additional public housing 
for relocation alone. 

This takes no account of additional needs for public housing arising 
from other public improvements and from conditions of health, age, 
income, overcrowding, and the like. 

On the basis of this evidence provided by the President’s Advisory 
Committee, we conclude that it is essential that the Congress author- 
ize the immediate resumption of the public housing program enacted 
in the Housing Act of 1949. We urge that the existing restrictions 
adopted as a result of appropriation actions be eliminated entirely. 

The President may then exercise the authority originally provided 
by law to vary the volume of public housing started within the limits 
of 50,000 to 200,000 units per year as circumstances warrant. 

It is essential that in a program as broad and long range as the one 
proposed in this bill that public housing be permitted to plan ahead 
to enable it to meet the relocation and other needs resulting from the 
program. The present year-to-year limitation now embodied in the 
amendments to the Housing Act of 1949 makes it impossible to plan 
ahead to meet these needs. 
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This concludes by oral testimony and I am submitting herewith 
our detailed comments on the bill for the committee’s consideration. 

I would like to add, Mr. Chairman, that I have Mr. Searles with 
me, who would like right now to elaborate on a few of the points 
of the urban renewal program. 

The Cuarmman, Yes. 

Without objection, your detailed comments will be made a part of 
the record. 


(The document referred to follows :) 


DETAILED COMMENTS ON S. 2988 


Section 220: We favor section 220 as a special financing vehicle for slum Clear- 
ance and urban renewal because we feel that urban renewal from our experience 
with urban redevelopment has special problems. The existing provisions of sec- 
tions 207 and 208 are not, we feel, as effective as they should be in aiding the 
financing of new construction in areas that are in the process of being improved. 
Housing projects in such areas have been penalized by low evaluations by FHA 
because of the uncertain environment. We, as redevelopment officials, do not 
feel that a greater risk is involved in the case of projects constructed on the 
cleared slum cores of our cities, but we do feel that a special section as is proposed 
in this bill will permit the FHA to differentiate these projects from those that 
are being constructed in newer sections of the city. We feel that this new section 
will lead not only to more interest on the part of private enterprise in rebuilding 
slum and Mighted areas but also will result in projects of a higher physical stand- 
ard ; that is, with larger rooms and more amenities for the same rent. 

We feel that the 90 percent mortgage amount for multifamily units is justified 
because these projects must conform to a publicly approved redevelopment area 
plan which must in turn conform to a comprehensive plan for the city. These 
requirements are stricter than for projects financed under section 207. We feel, 
however, that the 90 percent mortgage ought to be a true 90 percent mortgage 
and ought not to be scaled down considerably below 90 percent of estimated re- 
placement cost because of the FHA methods of determining estimated value. 

We recommend that section 220 provide for a maximum mortgage term of 40 
years for new construction in urban renewal areas. 

There appears to be a slight inconsistency in the bill which we believe should 
be corrected for multiunit projects which have an average of less than four rooms. 
The maximum mortgage amount under both sections 220 and 207 as proposed 
are the same; namely, $7,200 for nonelevator construction and $7,500 per unit 
for elevator construction. Since section 207 provides for a mortgage amount of 
80 percent of estimated value, it contemplates maximum valuations of $9,000 
and $9,875 respectively. Section 220, however, provides for 90 percent mortgages 
and thus would permit maximum estimated valuations of $8,000 and $8,333 re- 
spectively. We do not believe that Congress has any intention to penalize apart- 
ments of smaller units built under section 220 rather than section 207. We 
therefore recommend increasing the maximum mortgage amounts under sec- 
tion 220 for the smaller units to $8,100 and $8,400 respectively. This would 
appear to be consisent with the proposed provisions of sections 213 and 207. 

Under the proposed legislation, section 220 will be available only in urban 
renewal areas and in those cities where the Administrator has made the deter- 
mination that the city has a workable program. Although we approve these 
qualifications for the use of section 220, we feel that its use should not be 
precluded in the financing of urban redevelopment projects now underway. We 
would hope therefore, that the bill might be amended to include a provision 
similar to the savings provision, section 412, for redevelopment projects now 
underway. We would like the bill to include language stating specifically that 
section 220 would be available for those urban redevelopment projects under 
contract or prior approval at the time of the passage of the bill. In those cir- 
cumstances, the workable program requirement would not be applied, and the 
fact that the project to be financed under section 220 was in an urban redevelop 
ment area would be considered the same as being in an urban renewal area. 
We also hope that urban redevelopers with commitments under section 207 
will have the opportunity of transferring their commitment without penalty to 
the more liberal terms of section 220. 


3 
H 
t 
Ei 
a 
2 


Siz 
areas 
areas 
langt 
ects. 
speci 
estali 
seem 
for r 

Als 
This 
neces 
plan 
to ti 
appr 
it is 
addi 
ager 
appr 
resp 
adeq 
the 
rene 

the 
plar 
sect 
cont 
U 
stru 
220 
tha 
We 
eril 
the 
cun 
and 
yea 
cun 
hov 
sug 
ter 








j 


le a 


HOUSING ACT OF 1954 625 


Since it is contemplated that section 220 will be applicable in urban renewal 
areas and that urban redevelopment programs will be undertaken in these 
areas as well as rehabilitation and conservation, we suggest a change in the 
language to make it clear that section 220 may be used for redevelop ment proj- 
ects. On page 17, line 19, we suggest the language be changed to read “* * a 
specific plan of rehabilitation and conservation or redevelopment has been 
established to carry out the purposes set forth * * *.” The present language 
seems restrictive and might be interpreted as exc luding the use of section 220 
for redevelopment projects. 

Also on page 17, line 23, we feel that the first part of the proviso is unnecessary. 
This now reads “That, in the opinion of the Commissioner (i) there exists 
necessary authority and financial capacity to assure the completion of such 
plan * * *.” Under the urban renewal program as proposed in the amendments 
to title I, the Administrator will be required to make such a finding in his 
approval of the urban renewal plan submitted by the locality. We teel that 
it is inconsistent to provide that the FHA Commissioner in effect make an 
additional finding as to the authority and financial capacity of the local public 
agency to complete the urban renewal plan. It will undoubtedly slow up 
approvals and add an unnecessary administrative procedure. We feel that the 
responsibility of the FHA Commissioner to see that FHA standards are met are 
adequately covered by the second part (ii) of the proviso. To make sure that 
the structures built and rehabilitated under section 220 conform to the urban 
renewal plan, we suggest that a third proviso (iii) be added to the effect that 
the rehabilitation or new construction is in conformity with the urban renewal 
plan and local standards. The purpose of this proviso is to make sure that 
section 220 cannot be used to finance the rehabilitation of a structure which is 
contrary to the plan or standards established by the community. 

Under the proposed legislation, FHA will determine rents on all multifamily 
structures of eight units or more financed under section 220. Since section 
220 is to be used for rehabilitating existing dwellings, we feel it is essential 
that FHA have some say on the rents to be charged for all rehabilitated units. 
We therefore recommend tliat section 220 be amended to include a provision cov- 
ering FHA rental determination on all rehabilitated units, making sure that 
the 1- to 7-family units are included. It is our opinion that under normal cir- 
cumstances a mortgage term of 30 years for rehabilitated structures is too long 
and suggest that section 220 be amended to provide for a maximum term of 20 
years for such structures. However, there may be special conditions and cir- 
cumstances where it would be advisable to permit a term of 30 years for such 
housing, as for example the need to provide housing for minority groups. We 
suggest that in such cases that the Commissioner be authorized to grant a longer 
term not to exceed 30 years. 

Section 221—In general we favor section 221 because it appears to provide a 
means for rehousing families displaced by urban renewal and other govern- 
mental activities. We do, however, feel that there are few, if any, areas in the 
country where new housing can be built at the $7,000 ceiling. We recommend a 
higher ceiling, the $8,600 recommended by the President’s Advisory Committee, 
with our additional recommendation for a $10,000 ceiling for high-cost areas. 
While we are in favor of 40 years for new construction under section 221, it is 
our judgment that it is too long a term for rehabilitated houses and suggest, 
therefore, a maximum term of 30 years in the latter cases. We should also like 
to point out, that if the administration expects that some 200,000 units will be 
demolished under this new program, additional measures will have to be con- 
sidered. If section 221 is to be used to provide housing for families displaced be- 
cause of this demolition, then FNMA should have sufficient authorization to 
assure the materialization of a program of these proportions. We feel that the 
present FNMA authorization is adequate in this respect. 

We note that section 221 makes no mention of income limits nor does it provide 
for any reserve for maintenance as recommended by a subcommittee of the Presi- 
dent’s Advisory Committee. We are of the opinion that families purchasing 
homes under section 221 should not have to pay more than an equitable and rea- 
sonable percentage of their income for housing. Therefore there should be 
some criteria established based upon the ability of the families to acquire and 
pay for such housing. The continued maintenance of such housing is very 
important and we feel that families purchasing these homes riay need some as- 
sistance or guidance in helping them maintain their homes properly. We be- 
lieve that by requiring the establishment of reserves for this purpose, a rea- 
sonable degree of maintenance can be assured. 
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FNMA—The Federal National Mortgage Association has proved to be essential 
in launching new programs of mortgage insurance, in meeting temporary and 
local area mortgage shortages, in financing new types of housing and new types 
of risk, and in veterans housing programs. A permanent secondary mortgage 
facility that will met these needs is essential. The provisions in the bill do not 
meet these needs. The amount authorized in the bill is limited and appears in- 
adequate to meet these special purpose needs. We hope that the wording on 
page 45, lines 12 to 16, is sufficiently broad to permit FNMA to purchase all special 
purpose mortgages. We object to the provision in the bill which prohibits FNMA 
from purchasing mortgages offered by, or covering property held by, a municipal 
instrumentality. 

Urban renewal.—We are heartily in favor of broadening the slum clearance and 
urban redevelopment concept to the more inclusive idea of urban renewal which 
includes rehabilitation and conservation as well as clearance and redevelopment. 
As mentioned earlier, however, the most important point we wish to make in 
connection with the proposed urban renewal program is that this broadening must 
not impede the slum clearance and urban redevelopment program as such. It is 
imperative that cities not be precluded from undertaking urban renewal projects 
involving only slum clearance and urban redevelopment. For many reasons it 
may be that at a particular time it is in a city’s best interest to undertake such a 
project, rather than the broader type of project envisaged in this bill. One of 
these reasons is the question as to whether the locality has sufficient authority 
under State enabling legislation to permit it to undertake the broader urban re- 
newal type of project, and in this connection we should like to raise a question on 
the use of the term “urban renewal” to cover slum clearance and urban 
redevelopment. 

Since a locality under this bill applies for assistance to carry out an urban re- 
newal project rather than an urban redevelopment project, we are not sure 
whether the local governing body and the local public agency have the authority 
to pass the necessary resolutions making reference to urban renewal rather than 
to urban redevelopment. State enabling legislation for urban redevelopment 
makes no mention of the term “urban renewal” and it may be that the substitu- 
tion of the new term for the old may in effect preclude localities from participat- 
ing in the urban renewal program. Therefore, we should like to suggest that the 
language of the bill be changed to make it clear that a locality may submit an 
application for a “slum clearance and urban redevelopment” project and that such 
an application will be honored by HHFA as an application for an urban renewal 
project under the terms of the bill. 

Although we think it important to continue the redevelopment program as such, 
we think it is equally important that cities be given assistance to accomplish re- 
habilitation and conservation. We have long recognized that there are areas in 
our cities which are deteriorating but not to the extent as to require clearance. 
Our cities need financial assistance and other encouragements in making a broad 
scale attack on these lesser slums. In general the type of Federal assistance 
provided in the legislation is desirable. We point out, however, that if cities are 
to do comprehensive urban renewal projects in conjunction with a workable pro- 
gram as outlined in these amendments, nearly all States must pass additional 
enabling legislation. As most of our legislatures meet every 2 years, an immediate 
expansion of activity under this title cannot be expected immediately. It is im- 
portant for Congress to recognize, therefore, that immediate results in any volume 
will not be forthcoming under the proposed bill. The major activity for some 
little time to come will have to continue to be the slum clearance and urban 
redevelopment program with a gradual expansion of operations to include the 
gamut of activities envisaged under the urban renewal concept. 

Under the present slum clearance and urban redevelopment program, we have 
encountered situations where cities have put up more than their one-third share 
because of expenditures for certain public facilities. HHFA has ruled that 
such expenditures are not reimbursable—the Federal grant cannot be paid to 
cover an excess of local expenditures for such public facilities. Under urban 
renewal a good part of the cost of a project will be made up of public improve- 
ments such as streets, street lights, parks, playgrounds, and the like. Language 
in the present bill clears up this problem to some extent, but we feel that the 
bill should make it clear that a true 24-14 formula is intended and that techni- 

ealities should not be allowed to force cities to bear more than one-third of net 
project cost. 

We also feel that the inclusion of inspection costs as part of the cost of the 
project as provided on page 78 of the bill is an unfair charge against the project. 
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We think that these costs are legitimate Federal expenditures, made to assure 
the proper expenditure of Federal funds and that they should be part of the 
administrative costs of HHFA. 

We object to the language on page 80, lines 12 and 13, which requires the Hous- 
ing Administrator to approve an area as appropriate for urban renewal. The 
program presumably stresses local responsibility and local determinations. 
There is already a condition in the legislation that requires the local governing 
body to make the determination that the area is appropriate for an urban re- 
newal project. An additional finding by the Administrator implies that he must 
substitute his judgment for that of the city council. This appears to be an un 
warranted interference with local programs and becomes a matter of subjec- 
tive determination on the part of the Administrator. The Administrator should 
establish objective eligibility standards in accordance with the proposed legisla- 
tion and apply these standards when an application for a project is submitted 
The provision that an urban renewal plan should be in conformity with the wor! 
able program appears to be anomalous and unclear. We concur in the require- 
ment that the urban renewal plan, which is a plan for physical development, 
should be in conformity with the workable program, but to insert this as a 
requirement is to increase unnecessarily the administrative work required by 
HHFA in order for a locality to undertake an urban renewal project 

On page 84, lines 2 and 5, there is an amendment to the present title I which 
appears to restrict the eligibility of certain local public improvements such as 
parks, playgrounds, schools, ete., as part of the locality’s one-third contribution 
toward the cost of the project. The language of the proposed bill would require 
that these facilities be in the project area. We take the position that if a new 
public facility is constructed to serve the project area in whole or in part, 
then, to the extent to which it serves the project, it should be considered as an 
eligible local expenditure for the project. To use happenstance of location as an 
eligibility criterion seems to us to be completely unwarranted. Frequently 
these facilities will be built on publicly owned ground just outside or beyond 
the area. As an example, we point to the proposed Eastwick project in 
Philadelphia, a large area of 3,000 acres that has not developed satisfactorily 
hecause it is improperly drained. Philadelphia plans to clear the slum:structures 
from this site and redevelop it. In so doing, it will be necessary to build a costly 
pumping station to raise the water drained from the area and empty it into the 
river. This pumping station must of necessity be located outside the area 
Under the proposed legislation, Philadelphia would receive no credit for its 
rather large expenditures for this facility merely because it will have to be out 
side the area. We would prefer that the phrase “in the urban renewal area” 
be deleted and that the principle be followed of allowing credit for those public 
facilities that serve the project areas. The language of the bill would have the 
tendency to penalize urban redevelopment projects since they are apt to be much 
smaller than urban renewal projects encompassing rehabilitation and 
conservation. 

There is some general language in the amendments to title I which differs 
from the original title I. Title I in the Housing Act of 1949 stressed local deter- 
minations and local responsibilities and was based on the principle that if local 
projects met certain objective criteria toward which the Federal program was 
aimed, the project would be approved. In the amendments, the phrase “satis- 
factory to the Administrator” is used in several places. As pointed out before 
when discussing the approval of urban renewal areas this implies a subjective 
determination on the part of the Administrator on the eligibility of local proj- 
ects. We fell that this is a dangerous precedent and may invite the Admin- 
istrator to substitute his decision and his judgment for that of the locality. It 
is entirely out of keeping with the philosophy of the program and the admini- 
stration. These concepts and this language should be stricken from the bill. 

While on the subject of the philosophy of the program, we should like to 
point out the difficulties of a locality in carrying a program under excessive 
Federal controls. We fully recognize the need for contrels over Federal funds, 
including budgets, audits, and prior approval of certain contractual commit- 
ments. We do feel, however, that the bill should reflect a philosophy of local 
responsibility and initiative with a minimum of Federal direction. 

The result of an overly complex administrative control procedure has been 
that a substantial part of the effort in slum clearance and urban redevelopment 
to date has been in documenting applications for Federal assistance and other- 
wise conforming to Federal requirements. Quite apart from the job of taking 
the necessary concrete action to move forward in our battle against the siums. 
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It has meant that our slum-clearance projects have been retarded and as a re 
sult much more costly than they should be. We do not mention these difficulties 
by way of criticism but merely as a danger which should be kept in mind in the 
drafting of this new and tremendous program of urban renewal. We fell that it 
can move ahead rapidly and can be effective only if it is truly a program of local 
encouragement and assistance, If, however, it is a program of Federal contro! 
ef local action, the result will be that of greatly increased costs and limited 
achievement. We would suggest that the language of the bill clearly delineate 
the respective responsibilities, 

We feel also that the $5 million fund to be used for testing programs of re- 
habilitation and conservation is essential. This is an activity about which 
little is known. We have little experience to guide those cities that wish to 
undertake comprehensive rehabilitation and conservation programs. The as- 
sistance and experience provided and gathered with this $5 million should be of 
considerable value. 

And finally, we feel that if Congress is to be realistic about this new pro- 
gram of urban renewal that it ought to recognize that additional authoriza- 
tions will be needed. The present authorization of $500 million for grants and 
$1 billion for loans was made for the slum clearance and urban redevelopment 
program. If that program is to continue and is not to be repudiated, then 
that authorization is still necessary even though the rate at which the authori- 
zation has been used has been much slower than originally anticipated. Ad- 
ditional authorizations should be provided for the urban renewal portion of the 
program. We propose an additional authorization of $200 million in grants 
and $400 million in loans to take care of the increased demands that are bound 
to result from an expansion of the present program. 

Workable program.—The principal condition for Federal aids included in the 
amendments is the presentation by a community and the approval by the 
Administrator of a workable program for each city for attacking its problem of 
slums and blight. As we have said earlier, we are in hearty accord with this 
principle but we caution against excessive or too strict an interpretation in that 
we may kill that which we are trying to encourage. In order to make it quite 
clear that progress toward the achievement of a workable program is that whick 
we are seeking rather than the immediate attainment of a full-blown program, 
Wwe suggest that the language on page 73, line 5 be changed to read as follows: 
“* * * there is presented to the Administrator by the locality evidence that 
it is progressing toward a workable program * * *.” In addition we strongly 
recommend that the term “workable program” specifically include the existence 
of a positive program to meet the reclamation needs of families displaced because 
of rehabilitation, conservation, redevelopment, and public-housing programs. 
Existing legislation and administrative requirements already require this for 
the last two programs; it should be required in connection with the first two 
as well as part of the workable program. 

Public housing—We have already made our general comments on public 
housing. The bill, however, includes several amendments and we should like 
to comment on some of them. We concur in the provision that payments in lieu 
of taxes are encouraged to be put on a universal 10 percent of shelter-rent basis. 
We note, however, that changes are proposed so that local housing authorities 
may pay full taxes and cities may pay an annual cash subsidy. The present 
wording of the legislation would appear to require generally that the community 
make a local contribution substantially in excess of 20 percent of the Federal 
annual contribution. We urge that any change in the bill provide for a local 
contribution at the 20 percent of the Federal subsidy amount. 

On section 508 which provided for the repayment of Federal and local contri- 
butions after the public-housing projects have paid all their obligations, we 
question the workability of this provision. We think it is unlikely that at the 
end of 40 years a public housing project will be able to continue serving tenants 
of low income and at the same time have an income sufficient to do little more 
than pay for the operating costs of the project. We feel that the amount of 
funds available for repaying the local and Federal contributions will be nominal. 

We applaud the extension of priority to families displaced beeause of code 
enforcement or other governmental action. We-should like to point out, however, 
the need for housing the aged single person and suggest that occupancy regula- 
tions under the public-housing program be broadened to make it possible to 
house such people. 

Urban planning—-We support section 701 providing for Federal grants to 
encourage metropolitan planning and planning in small communities. With 
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redevelopment and rehabilitation playing large roles in the reconstruction of 

ties, along with the development of newer areas, it is important that adequate 
and satisfactory plans be prepared and followed for the most effective contribu 
tion to sound economic and physical urban growth. We point out, however, 
that the present language does not provide for assistance to urban counties of 
less than 25,000 population, and that planning in such areas is just as important 
as planning in the small municipality. 

Title I, FHA.—We concur in the liberalization of FHA title I loans for reha 
bilitation, but we believe that it is essential that more positive measures be 
developed to prevent past abuses in this field. 

Builder warranty.—We feel that the bill is deficient in that it does not pro 
vide that homes built with Federal financial and credit assistance should carry 
a full warranty as to construction quality. 

Vinority housing —We feel that the bill is deficient in that it does not pro- 
vide any special assistance for housing and minority groups. Special secondary- 
market funds should be available to assist in financing private housing for 
such groups, and other measures should be developed, The problem of minor- 
ity-group housing is particularly grave with respect to relocation needs arising 
from redevelopment and rehabilitation programs—urban renewal projects—and 
should receive special attention. 

Rural, nonfarm housing.—We note that the bill does not include any provi 
sion for rural nonfarm and small community housing. The problems in this 
field may be eased by following the recommendations of the President's Ad- 
visory Committee with respect to participation loans and special VA procedures. 

Mutuality.—We object to the change in the FHA mutuality system by elimi- 
nating the group accounts. Under the system in the proposed legislation, pay- 
ments to homeowners from this fund would apparently be discontinued. 

Research programs.—We recommend the reestablishment of the now-liquidat- 
ing housing research program. 

Defense housing.—We feel that title IX, defense housing, should be kept on 
the books as a standby provision to permit rapid action in case it is needed, 

Yield insurance.—In a number of our communities, there have been efforts to 
work out a feasible project to be financed under title VII—Yield Insurance. We 
have long felt that this title offered interesting possibilities for securing funds 
to finance housing developments at lower interest rates than are customary 
under our current mortgage procedure. A number of prominent investment 
houses and distinguished bond counsels have spent a great deal of time in try- 
ing to work out yield insurance projects. We feel that they have been close 
enough to success to warrant keeping the title on the books for a few more 
years and that the FHA should be directed to give its attention toward ex- 
ploiting its possible workability. 

Advance planning.—We are in favor of section 702 providing for the advance 
planning of public works. We feel it is important to build up a shelf of public 
works as a hedge against adverse economic conditions. 


The CHarmman. All right, Mr. Searles. 

Mr. Seartes. Thank you,sir. I just have a few informal comments, 
sir, on behalf of the public officials who are actively engaged in rede- 
velopment operations, 

I doubled in brass, as chairman of the redevelopment section of our 
association, with Mr. Winston, and am also the Executive Director 
of the Redevelopment Land Agency, here in Washington, D. C. 

Then I would like to make a few detailed comments on the legisla- 
tion itself. 

The program of $500 million for grants, and a billion in loans was 
authorized in 1949, and the thing is going now full steam. It was in 
some respects slow in getting started, in the minds of some. But the 
reasons for this, as we look back on it now, were very understandable. 
There were very severe problems of staffing, both at the Federal and 
at the local level. We in local agencies had difficulty in finding people 
trained in various techniques. 

Secondly, we had a tremendous amount of planning to be done. In 
many of our communities, the overall plans of the community were 
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not in shape for redevelopment and other kinds of projects of this 
nature. To be worked out within that framework, the plans them- 
selves had to be perfected. 

We had a great deal to learn—that is our private contract appraisers 
did—in setting a value on this slum property which would be fair 
both to the property owner and to the Government. It was a type 
of property which in some areas had not changed hands for quite a long 
period of time. 

We also had questions of litigation. In almost every State there 
had to be test suits in the courts, and we have not had a case by the 
Supreme Court of the United States, but one is now about to be heard 
for the city of Washington. 

We also had a great deal to learn about the techniques of doing our 
job, particularly in the field of finding new houses for the families who 
were going to be displaced by this operation. That appeared to be a 
very big and perhaps an insurmountable question when we began, but 
tod: ay ina number of cities throughout the country, we are finding that 
the job can be done, and to the complete satisfaction of ever ybody 
concerned. 

In Washington, where we have just relocated our first 100 families 
from project area B, we have before-and-after pictures that are rather 
amazing in the results. Thanks to the cooperation of landlords, and 
other real-estate people in helping us find accommodations for these 
people, many families are finding that they have a bathtub and a sink 
that they never had before in their lives. So the job can be done and 
we are now underway. 

We understand that this $500 million authorized for grants, that of 
this $500 million, $246 million, or about one-half, is now committed. 

In terms of the clearance of dwelling units, when all those dollars 
become projects, it may mean between 150,000 and 300,000 bad houses 
eliminated. Actually projects have progressed in the United States 
today where 6,000 units have been actually torn down. Of the projects 
now underw ay, about 77,000 families w ill have new homes as a result 
of the clearance operation. 

Mr. Slaten, our executive director, has a few pictures of some par- 
ticular projects that we would just like to pass around showing those 
which are furthest ahead right now. 

In Norfolk, Va.—we don’t have any pictures for that—they, start- 
ing in 1948, have cleared a large 390-acre area in the center of town 
where there were 4,000 substandard dwelling units. This area is now 
going into about 2,000 good low-rent units and then, after a separa- 
tion by a throughway, will go into industrial use, much needed in the 
city of Norfolk. 

In Baltimore they have two projects for the combined builder, 
mortgage banker, redevelopment agency team, one of which is now 
ret ady for occupancy. 

The pictures Mr. Slaten is now passing around show the area before 
and after clearance, and a little circular, where the new houses are 
rented. There again that was a project which got a head start because 
of the local funds involved. 

The city of Chicago has just announced a tremendous new project, 
which will be about their fourth, in Fort Dearborn. Their first 
project, financed by the New York Life Insurance Co., is now partially 
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© ready for occupancy. When I say “partially,” I mean it consists of 
several buildings. ‘Two of them are now open. We inspected them 


lifes 


recently in Chicago, and it is on the side of a very bad slum area. 

In Nashville, Tenn., the entire capital was surrounded by the most 
bs uleful slums. ‘These slums are now in the process of being cleared 
out, in conjunction with a large project for housing and expansion 
of the Capitol Office Building. 

Philadelphia has several “projects underway, one which involved 
the rehabilitation of existing structures. Re dev elopment has included 
rehabilitation in the past and has included around its periphery code 
enforcement. ‘There a project financed by the Quakers is now being 
occupied. , 

Philadelphia has a new project now being planned which will 
involve 3,000 acres, almost 5 square miles of an area that is being 
reclaimed from nothing. 

In Washington, D. C., we have at last got our Southwest project 
going, and we have a picture here of a proposal by Mr. Zeckendorf, 
of New York, which seems in every respect to be economically prac- 
tical and feasible for the city of Washington. The 75-acre tract in 
the Northeast section, only a few blocks from here, is now being cleared 
at the present time. Thi at is our project B. 

All in all, we feel that the remaining $250 million which is avail- 
able for further redevelopment can be “used in the next 2 years, and 
we feel also that we will get a great deal more for our public redevelop- 
ment dollar than we were getting in the past, because there has been 
. great increase in interest on the part of private investors, mortgage 
lenders, and others in mortgage-lending operations. 

In Washington we were a little late in starting, but for that first, 
and probably least attractive, operation in the eee area we had 
five very substantial firms compete in bidding for that area and 
received a price almost twice what we expected, which would mean 
we would only have to use half the capital grant we anticipated. So 
for these dollars we are getting many, many more slums cleared than 
we thought we would before. And that $250 million means another 
$125 million at least will have to be put in by the city as a direct con- 
tribution, and probably $150 million as an indirect contribution. And 
with private industry going along with that, it means probably 10 
times that amount in investment in the reconstruction of these areas. 
Of course, the future of the taxp: ye r, from the standpoint of both the 
local and Federal Government, is terrific. 

That leads me to my two general comments: One, if this program 
is to be expanded and redirec ‘ted, we think that should be recognized 
in the authorization funds. The present authorization of $500 mil- 
lion, of which half has been committed, is unchanged in the present 
legislation. If more is expected out of this program, we would 
earnestly recommend that the amount of that additional work, of 
additional projects which the Congress expects to be undertaken, 
should be recognized not necessarily with an appropriation but with 
an authorization of additional capital grant funds for additional 
work. 

My second point—and this relates to the question which you asked, 
Mr. Chairman, about the difference between urban redevelopment 
and urban venewal. Frankly, I don’t feel there is any difference. 
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The Crarrman. That was my point. I don’t see the difference. 

Mr. Searves. I don’t either, except that it will be confusing. We 
feel the term “redevelopment” has finally been sold. It was like the 
word “budget” which for many years was kicked around, and people 
in public administration were thrilled when it hit the headlines, and 
now it is an everyday word. 

“Redevelopment” in these past few years has been a hard word 
to sell, but at last we feel people do understand it. I notice, going 
to New York, the Pennsylvania Railroad timetable has a picture of 
the Pittsburgh redevelopment project. And it says, “In this scene, 
a century of expansion and redevelopment is symbolized in Pitts- 
burgh’s Golden Triangle.” 

So, at least “redevelopment” has been a household word and we 
would not like to go through the same thing again to sell the program 
with a new word. So, if we could change back to the word “redevel- 
opment” and merely expand the concept, as this law does, we feel we 
would be better off. 

A real serious difficulty faces us in every State, and right here in 
Washington, although I understand Mr. Cole will submit additional 
legislation for Washington, changing our name, if necessary. Every 
State law will have to be amended, just to change the name from 
“urban redevelopment,” which is recognized in this legislation, to 
“urban renewal.” It will confuse many supporting court decisions, 
which have already come down. 

So, our two general recommendations would be: That you don't 
change the name, that you keep the name “urban redevelopment,” 
but with the same concepts which are in this legislation, which we 
feel is urban redevelopment and which people understand as urban 
redevelopment. 

The Cuarrman. Does anybody know why the name was changed ? 

Mr. Seartes. Mr. Colean wrote a book called Renewing Our Cities, 
which included some of the concepts here. I believe that is how it 
crept in, sir. 

ut we have no objection to the name, except the difficulty that it 
causes, and it seems not to be understood by everybody. We heartily 
recommend that we change back to the term “urban redevelopment,” 
and that if there is to be additional types of projects, conservation 
projects, and so on, that it be recognized in additional authorization. 

Could I just discuss a few specific points? 

The CHarrman. You may. Go right ahead. We are all ears. 

Mr. Seartes. In the bill itself, sir, on page 17, section 220, as Mr. 
Winston pointed out, that is an admirable vehicle for redevelopment. 
The FHA has participated in assisting lending institutions and pri- 
vate builders to go into redevelopment projects. But in Baltimore 
and other cities, particularly with the demise of the 608, which may 
be a very happy Riana: there may have been some difficulties. 

Section 220 will solve many of the problems which exist. We know 
here in Washington that the problem on financing that first project 
area was made much easier in the case of 220 than it would be in the 
case of 207. We actually have 2 different plans, 1 which will pass 206, 
but which is crowded, and the rents are higher; and in terms of 
amenities and in terms of lower rents, 220 is just fine. 

We, therefore, recommend that on line 20, the term “redevelop- 
ment” be added, where it says, “rehabilitation and conservation.” We 


a a ee 





unde 
the e 
tion, 
velop 
Wi 
thori 
as a’ 
in th 
minis 
It loc 
the E 
Or 
now 
hasa 
is co’ 
can I 
plan, 
tion | 
tion 
recol 
now 
mini: 
to m 
TI 
too. 
M 
istra 
O1 
Our 
tee— 
ciati 
on tl 
reloc 
sale. 
Tl 
be a 
is a 
figui 
thou 
larg 
to m 
we f 
but 1 
$10, 
0 
like 
and 
very 
wou 
suce 
attr: 
I ag 
tran 





{ 


EAMES: Fai: 


‘12 Maem 





HOUSING ACT OF 1954 633 


understand Mr. Cole meant that when he testified. Or, if you change 
the entire name and expand the concept of redevelopment by defini- 
tion, to include rehabilitation and conservation, just the term “rede- 
velopment” would do the trick. 

We also question on line 22, the phrase, “there exists necessary au- 
thority and financial capacity to assure the completion of such plan,” 
as a determination by the FHA Commissioner. It is required, back 
in the title on urban redevolpment and renewal, that the Housing Ad- 
ministrator, previous to approving a project, make this determination. 
It looks like a second guess on the part of the FHA Commissioner and 
the Housing Administrator. 

On page 18, line 3, we have a small number of projects which are 
now just in the process of securing FHA financing, where the builder 
has an approved plan for carrying out a project and is ready to go. He 
is covered by a savings clause in a later portion of the bill, so that he 
can move ahead without the community having to submit a workable 
plan, which is a matter of time. However, he is not covered for sec- 
tion 220. The project is covered, but he would not be able to get sec- 
tion 220 insurance right now if he was ready for it. We, therefore, 
recommend that all projects which are now redevelopment projects, 
now underway—because contracts now exist with the Housing Ad- 
ministrator—that section 220 be applicable to them, without having 
to meet further requirements. It will involve quite a delay. 

The Cuatrman. That has been recommended in other testimony, 
too. 

Mr. Seartes. Thank you, sir. We have cleared it with the Admin- 
istrator, and others. 

On page 26, as Mr. Winston mentioned, we do favor section 221. 
Our association recommended to the President’s Advisory Commit- 
tee—we sent them one joint recommendation, with the National Asso- 
ciation of Home Builders, and they were almost ready to go along 
on this one, but not quite—that there be a special provision for the 
relocation of families on special low-cost housing which would be for 
sale. 

This section 221 seems to be just about what we had thought would 
be a fine vehicle for that. However, we do feel that the $7,000 figure 
is a little high to shoot at, as a maximum. We prefer the $8,600 
figure, recomended by the President’s Advisory Committee. Even 
though rents there may run as high as $50 a month, there is still a 
large number of families living in these slum areas who would be able 
to move into such housing. And with this repurchase arrangement, 
we feel quite a volume could be done. We could still shoot for $7,000, 
but we would be cutting off those that might run to $8,600 or perhaps 
$10,000 in higher cost communities. 

On page 39, the yield insurance title is eliminated, and I would just 
like to mention that some investment bankers, some bond council, 
and 2 or 3 of our redevelopment authorities felt that they had come 
very close at some time in the past to coming up with a project which 
would be feasible under title VII. I know they were never quite 
successful, but they still feel they could do it, and it might be a very 
attractive vehicle at a low interest rate in these slum-cleared areas. 
I appreciate that there would be a type of debenture that would be 
transacted by the investment banker rather than the mortgage banker, 
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but these people still feel that it has possibilities, and I felt I should 
mention that. 

I have a few comments also on title IV. My principal one is that 
we certainly request that the name be changed to “urban redevelop- 
ment,” so that we don’t have to change all our State laws—in some 
cases the legislatures meet every 2 years. 

On page 73, line 5, there is a requirement that before anything 
could be done or before any of the new FHA titles could be made 
available, that the localities submit a workable program. I would like 
to stress the point mentioned by Mr. Winston, that a workable pro- 
gram may be the 100-percent adoption of housing codes, building 
codes, and achievement—in other words, of perfection. We do intend, 
and every city intends, to improve their housing codes, their enforce- 
ment, and their building codes, and everything that is required under 
this, if they expect to get any assistance under this title. But we do 
hope that the language could be clarified to mean that there is evi- 
dence that a community is working toward a workable program. 

On page 75, I would like to recommend merely a clarifying change 
in tis lees, This section, line 8, provides that “the Administrator 
may make advances of funds to local public agencies for surveys and 
plans for urban renewal projects.” This is like the language in the 
1949 act, that we think is a great improvement, because we think it is 
clear and covers some of the things, like appraisals, which actually 
need to be done. However, the section (i), which calls for plans for 
carrying out a program of voluntary repair and rehabilitation of 
buildings and improvements, may leave out the most important and 
expensive operation a community may be put to, which are appraisals 
necessary to determine the feasibility of rehabilitating structures. 
Those run about $50 apiece, and we recommend that they be spelled 
out in that particular section. 

On page 77, line 4, we recommend after the word “constituting,” 
the insertion of the words “the whole or part thereof,” by which we 
only mean to say there are some areas that are so bad, and are properly 
bounded by parks, major streets, and so forth, that do require 100- 

ercent clearance. And we understand such projects are intended to 
assisted under this title, and we feel the addition of the words “the 
whole or part” would clarify that. It means that such projects, if 
they can qualify under this title, are clearly intended to be included 
for assistance. 

A brief comment on section 408, on page 78, which provides that 
the cost of Federal inspections be charged to local agencies. We 
consider that a Federal expense, and not a local one, and we feel the 
communities should not have to pay for being inspected by the Federal 
Government. 

On page 80 there is a definition of urban renewal which we do not 
feel is a definition of an urban renewal area, on line 9, and we recom- 
mend it be deleted. It has two parts, both of which we consider 
either meaningless or objectionable. 

The first one says: “‘Urban renewal area’ means an urban area 
that (1) the governing body of the locality determines to be blighted, 
deteriorated, or deteriorating.” Actually, the urban renewal area is 
the area which we begin the plans on. We go on the basis of what 
might be called prima facie evidence, census data, and other evidence, 
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from driving around in a car, and determining that that area is 
blighted and needs study. But it isn’t determined, until we get into 
it and discuss it very carefully with builders and realtors, that we 
decide what is to be done, and that it is a blighted and de teriorated 
area. 

We feel that this determination by the governing body of the 
locality is premature. It is required back in a previous section that 
they do approve this area, that the governing body approve the area. 
So, we recommend that the first clause in that definition, requiring 
the governing body to say that an area is blighted and dete sriorated, 
be inserted under their general findings, on page 77, as an additional 
item, which would come on line 16, as (iv). 

The remaining part of the definition is “the Administrator ap- 
proves as appropriate for a project under this title.” The Adminis- 
trator throughout, we feel, is directed to weigh these projects which 
are submitted by Cities against objective criteria, so that our associa- 
tion and our people constantly object whenever there is a phrase 
that says that he, in his objective judgment, can say a project isn’t 
any good. We prefer language which says if it doesn’t meet certain 
specified requirements, then it can’t be assisted. So, we recommend 
deletion of that entire definition. 

On line 17 there is a requirement that a plan for one of these 
renewal areas conform to the workable program of an area. A work- 
able program, of course, consists of those projects, and they must be 
adopted by the governing body, the city council of a locality, so it 
would, of course, ¢ conform. And we recommend that as redundant 
language, because if it is adopted by the same body who is required to 
have a workable program, we feel that perhaps may be confusing. 

On the next page, page 81, there is a clause which we do not fully 
understand; we have not been able to secure a fully satisfactory ex- 
planation of it, and that runs from line 2 to 6. It says that an urban 
renewal plan— 
shall include, for any part of the urban renewal area proposed to be acquired 
and redeveloped in accordance with clause (1) of the second sentence of sub- 
section (c) of this section, a redevelopment plan approved by the governing 
body of the locality. 

In view of the fact that these plans have to be adopted by the city 
council, we see no reason for that language, and therefore recommend 
its deletion, 

On page 82, line 22, we feel there may be a subtraction from urban 
development, as we know it today. We passed around the pictures 
of the Philadelphia project, which showed that they had been able 
to conduct successfully a rehabilitation project. It was a little more 
expensive than they thought it would be, but we feel that in rehabili- 
tation we may, in many cases, be able to do more cheaper for the given 
dollar, than we could otherwise, and our builders, here in W ashington 
and elsewhere, have fortified that thought. We felt we could do it 
under the redevelopment program, as it existed, and one of the big 
blocks that private builders have had is in getting enough houses, a 
row of houses assembled in a block in which they could operate, and 
that rehabilitation here, there, and the other place generally did not 
stand up and they had great difficulty in financing it if the other 
properties remained a slum. 
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So, the greatest roadblock to be eliminated by a public agency 
operating under this title, may be the assembly of ant for rehabili- 
tation. Apparently there is no provision for that in this. There 
is no assistance. Therefore, we believe this would do it, but it should 
be discussed perhaps in greater detail with the Housing Administrator. 

In line 22, where it says a project may include the acquisition of 
real property and demolition or removal of buildings and improve- 
ments thereon where necessary to eliminate unhealthful, unsanitary, 
or unsafe conditions, we suggest the insertion of the words, “or dis- 
position for rehabilitation.” This is when voluntary rehabilitation 
fails. We can’t effect voluntary rehabilitation in the case of a bad 
slum which may have a present market value of $1,000 to $1,500, being 
rehabilitated so that it becomes worth $6,000. The owner of that 
house is going into quite a different area, quite a different field, quite 
a different range, and really can’t expect to do it under a voluntary 
basis. I think generally there has to be a change of ownership to 
accomplish this. Where the house is worth about $4,500, and by a 
few repairs could be brought up to maybe $5,000, then the owners can 
be expected, through code enforcement or through generally voluntary 
work, if the code is in the background, to bring the house up that 
much to standard. 

On page 84 there is a requirement that when the city puts in its 
contribution in the form of improvements to these areas, that those 
improvements must be right in the adopted area. Many times we 
know a school that serves and supports one of these cleared or re- 
habilitated areas may lie just beyond it, just outside of it, in the next 
block, and it was not convenient and not fitted with the city plan to 
put it in the area. We therefore recommend that on page 84, line 2, 
the words “in the urban renewal area”—and they also appear on line 
5—be deleted as a requirement which is not now existing on urban 
redevelopment projects. They are required primarily of direct bene- 
fit to the project, and necessary to serve and support the new uses 
in the project area, but not to be right smack in the area. 

On line 9, the Administrator is given certain objective criteria to 
judge when he wants to apportion credit to a city that has put up a 
school which may be twice as big as needed to serve a particular project 
area. Twice there, however, he has given subjective determinations 
over and above the objective criteria which are set here to judge it 
against. That occurs on page 84, line 10, where it says, “Provided, 
That in any case where, in the determination of the Administrator 
any park, playground, public buildings,” and so forth—we recommend 
deletion of those words. And again, on line 19, where it says, “The 
Administrator determines to be appropriate.” He has already been 
given objective criteria. 

The same situation exists on page 85, line 3, where it says, “the 
Administrator has received assurances satisfactory to him that such 
park, playground, public building,” and so forth. We recommend 
they merely be assurances; and if he doesn’t think they are assurances, 
of course, he can turn them down. 

That, sir, is all I have, and I thank you very much, indeed, for 
bearing with me. 

The Cuamman. It has been very, very interesting. I believe you 
have made some good suggestions. We will certainly consider them. 

Mr. Seartes. Thank you very much. 
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Senator Payne. Mr. Chairman, in view of the fact that we have 
Mr. Searles here, I wonder, since he has talked so much about rehabili- 
tation and clearance in connection with certain areas, and since he 
is pretty familiar with the District of Columbia, if he has any com- 
ment to make with regard to certain situations existing right here in 
this community, as better expressed by certain articles that have been 
recently appearing in the press, one of which we have inserted in the 
record. 

Are there any plans? Have there been any plans? What is the 
proposal for the future on that situation ¢ 

Mr. Srartes. For Washington, D. C., sir? 

Senator Payne. Yes. 

Mr. Searues. Well, we have in Washington several major slum 
areas—six, to be exact. Three of those have been designated for 
study. On one of those the southwest area has proceeded the most 
rapidly. The reason for that is that the southeast area, which con- 
tains a substantial amount of blight, has joined a voluntary rehabili- 
tation of a number of structures and it has been our hope that we could 
support that where necessary rather than in any way impede it by 
threat of clearance or anything of that nature. 

We have been working with a good many of the people in the 
southeast area to see if there was not something that the Redevelop- 
ment Agency could do, but they have been moving along very well in 
buying houses and fixing them up. 

Senator Payne. To make it more specific, have you followed those 
articles in the press ¢ 

Mr. Searues. Yes, sir; we try to catch every article. There have 
been articles on both sides of the picture, of course. 

Senator Payne. Did you see the one that started last Sunday ? 

Mr. Sxartes. You mean, the second precinct article? See p. 251.) 

Senator Payne. That is right. 

Mr. Srartes. That is in our northwest area, and is the worst area in 
all Washington. 

Senator Paynr. You say that is the worst area in all Washington? 

Mr. Searues. Yes, sir; it is. 

Senator Payne. Is that the first on the priority list of getting rid 
of-—— 

Mr. Seartes. That happens to be the second. 

Senator Payne. Why isn’t it the first, if it is the worst ? 

Mr. Srarzes. The reason it isn’t the first, sir, is that there is a very 
complicated throughway problem which exists in how the interbelt 
throughway is going to go through that area. So that we are depend- 
ing upon arguments between the National Planning Commission, the 
Highway Department, the District Commissioners, and so forth. 

Senator Payne. You mean, that is another one of those things that 
is being studied to death ? 

Mr. Searues. It may be. However, we heartily recommend that in 
those areas, that obviously are going to require clearance, that there be 
a staying action to try to clean them out and try to set a certain mini- 
mum standard, until clearance can actually take place in that area. 

The southwest area was just about as bad and demanded a very 
high priority, too, and we just focused our energies on that because 
we could move right in there. The conditions there were utterly de- 
plorable. 
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Senator Payne. What is your preciiction of how fast you will be 
able to move into this other section 

Mr. Searces. On the northwest area ? 

Senator Payne. You say that is No. 2 priority. 

Mr. Seartes. Yes, sir; it certainly is. 

Senator Payne. How long 

Mr. Searves. I would think, with the public opinion which may be 
stimulated by the articles on “Washington’s Wickedest Precinct,” that 
its priority could definitely be moved up, and we could seek to move 
into the very worst core areas of that, some of those horrible alleys. 

Senator Payne. How fast do these several planning agencies you 
are speaking of move with regard to this so-called freeway or what- 
ever it may be? 

Mr. Srarves. I can assure you, sir, they always move much slower 
than you ever think they are going to, and than you anticipate. 

Senator Payne. Let’s get down to brass tacks. How ew has it 
been in process, now? When did they first start talking about it? 

Mr. Searves. They authorized a study to go on for about a year, a 
whole regional highway complex, that ended—the study took 2 years 
in total, and the material was available in 1952. That became part of 
the District of Columbia’s $300 million public-works program which 
is now before the Congress. If that can be accomplished, the High- 
way Department might come to terms with the National Capital 
Planning Commission, which in Washington is an independent agency, 
then there is no reason why, inside of a year, a satisfactory plan for at 
least a portion of that area could not be accomplished. 

Senator Payne. That $300 million public works program, that, too, 
as many of these things are, was set up also on a priority basis, a 
project No. 1—I think they have made certain recommendations, 1 
2, 3,4, 5, 6? 

Mr. Seartes. That is correct, sir. 

Senator Payne. Is this particular freeway project that is proposed 
under that public works program, is that up there at the top of that 
priority list, or is that down ? 

Mr. Srarues. No, this one is No. 1. 

Senator Payne. Which one? 

Mr. Seartes. Southwest, sir. In other words, we have to get one 
anchored down. That is the area we are moving on. If you don’t 
continue with your first priority, and all the manifold things that you 
have got to bring together, and split them in between, all your projects 
will get delayed. 

Senator Payne. In other words, you are getting held up on this 
section you speak of, in the northwest section, which you admit is the 
worst that we have here in the Nation’s Capital—— 

Mr. Seartes. I will say only by ashade. 

Senator Payne. Nevertheless, you say it is the worst. 

Mr. Seartes. I think it is the worst, yes. 

Senator Payne. There are certain statistics and facts that back it up 
as definitely being the worst ? 

Mr. Srartes. Yes. 

Senator Payne. Costs to society and everything else? 

Mr. Searzes. Yes, sir. 
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Senator Payne. Then, how fast are you going to be able to move 
on that project, if this freeway program clears the Congress? Are 
they going to have to go back and restudy the freeway proposal again ? 

Mr. Searzes. I think we should be able to move faster than we 
moved in the Southwest. 

Senator Payne. I mean, they started their study on the freeway, 
you say, in 1950, and it took 2 years tocomplete. So, they have finished 
in 1952. Now, 2 years have gone by and we are in 1954. Are they 
going tn be able to take the facts and figures they have deve loped in 
1950 and 1952, or will they have to recompute that and go back and 
start the study all over again ? 

Mr. Searues. I really should have the engineer commissioner here 
with me, or the Director of the National Capital Planning Commission, 
because I am moving right into their field. 

But it seems in Washington, as you know, there are 2 bibles of free- 
way, and until those bibles coincide, that area is pretty well stymied. 
And the 2 bibles are the comprehensive plan for the city of Wash- 
ington by the National Capital Planning Commission. The other 
is the result of this regional highway survey, which is espoused by 
the District Highway Department and District Commissioners. 

Where they don’t coincide, whether it be on the bridge or through- 
way, in general, Congress has had to decide. So that is probably going 
to be the situation on the Northwest freeway. 

There are three possible routes by which they line up in that wicked- 
est precinct; one is on Delaware Avenue, perhaps cutting right into 
Capitol Hill, underground; the other is to go behind the Hill, using 
two streets back here—actu: lly, I believe it is 4th and 5th, or 3d and 
4th. And the other one, which is proposed by the Planning Commis- 
sion, is to use Third Street, Northwest and Southwest. That, how- 
ever, is not.a very wide street. 

So, the Highway Department prefers the route behind the Capitol, 
and as yet, they have not compromised, and maybe do not like to bring 
out the idea that they are thinking of tunneling under the Capitol. 

Senator Payne. In other words, I appreciate your position on the 
thing, but what you are telling me, in fact, is yes, they have studied 
it. One group has studied it. 

Mr. Srartes. That is correct, sir. 

Senator Payne. They probably have a report ready ¢ 

Mr. Searues. Yes, sir. 

Senator Payne. But the report yet hasn’t been argued out and 
decided upon by the other agencies that have to come into the picture 
to determine whether the original plan is a good plan, or whether it 
isn’t. So we may very well—it has taken us 4 years, now, from the 
time it started—it may well take us, on that same ratio, if 2 other agen- 
cies have to get into this picture, we might spread it out to 10 or 12 more 
years if we ‘have to keep studying and studying before we get other 
action, 

Mr. Seartes. It certainly could. You have to take articles like the 
one that has come out in the paper and attitudes like yours, to put 
the pressure on to get action. It took over a year to anchor down the 
highway which you see on that picture, on which the general location 
was agreed upon within a block. 

But over a year, to keep that from swinging back and forth, as 
it did in these plans, until we finally got it anc hored down—and we 
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do not clear the area, or begin the project until we have 100 percent 
agreement on where it goes. 

The CuatrmMan. It won’t take us Republicans as long as it did the 
Democrats in the past 20 years. We will get that diehed ep. 

Mr. Winston. All the urban redevelopment we have been talking 
about—urban renewal and rehabilitation, and so forth—is going to 
be seriously jeopardized if we don’t have a public-housing program to 
take care of the serious problem of relocation. 

This bill, as you know, makes a few amendments to the Housing 
Act of 1949, but even that is completely unworkable without the 
removal of restrictions placed upon it by the 1954 and 1953 appro- 
priation bills. 

I would like to illustrate just by my own experience—if you will 
forgive personal experience—from my job as director of housing in 
Baltimore City. 

We in Baltimore have what is known as the three-pronged attack 
on slums. We have the rehabilitation program, known as the Balti- 
more plan; we have the Baltimore Redevelopment Commission, which 
is clearing the slums and making the land available for private 
enterprise; and we have the housing authority, which has the job of 
taking care of low-income families. 

The relationships between those agencies is thorough. They supple- 
ment each other. There is no competition whatsoever. As an exam- 
ple, we have a contract with the Redevelopment Commission of 

altimore whereby we take care of all relocation, both those families 
who are not eligible for public housing and those who are. We have 
just cleared a thousand families for the redevelopment commission, 
removed them, a good many of them into public housing, and most 
of them into private housing. The State of Maryland has just selected 
and is going to proceed upon a redevelopment project consisting of a 
State office building. There will be 1,000 more families removed from 
that area. We will have to do the removal. The only way that 
can be done is the latter part of this year, there will come on the 
market a new public-housing project, 800 units, which will take care 
of the relocation. Without that, that whole redevelopment program 
and rehabilitation will not work. It would be impossible without 
creating ripples, impacts, throughout your periphery areas of over- 
crowding and creating the same conditions that we are spending mil- 
lions of dollars trying to correct in the core. 

The Cxarrman. Thank you very much, gentlemen. We appreciate 
your testimony. I think we can use many of your suggestions. 

The next witness will be from the National Conterence of Catholic 
Charities. The Rt. Rev. John O’Grady. 

Do you have a prepared statement ? 


STATEMENT OF RT. REV. MSGR. JOHN O’GRADY, SECRETARY, 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. Yes; I have submitted a prepared statement. 

The Cuarrman,. Would you like to read it, or just tell us something 
about it? 

Monsignor O’Grapy. I think I will tell you something about it. 
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The Cuarrman. Without objection, your statement will be printed 
in the record as prepared, and then all your remarks will likewise be 
placed in the record. 

(The statement referred to follows:) 


STATEMENT OF Rr. Rev. Mser. JoHN O’GrRapY, Secretary, NATIONAL CONFERENCE 
or CATHOLIC CHARITIES 


For more than a quarter of a century I have been interested in housing for 
American families. I have regarded good housing as one of the basic supports 
of family life. I do not want to see a large sector of our housing program taken 
over by the Government. I have pointed out time and again to this committee 
that public housing is a last resort, that the Government should step into this 
field only where private enterprise has failed, and that Government should do 
everything possible to stimulate private enterprise. 

In our original discussions of the program included in the 1949 Housing Act, 
we emphasized that Government-constructed houses should not constitute more 
than 10 percent of the housing supply. We have never reached this amount. I 
doubt if Government housing constitutes much more than 1 percent of our 
total housing supply. 

I have always liked to regard housing for the people as an integral part of 
our overall economy. We cannot discuss it apart from the basic economy. For 
many years we have regarded the volume of housing construction as one of the 
best measures of the health of the economy at any particular time. 

We have come to regard housing for families as part of an overall plan for 
the use of city land. We need land for educational purposes, for recreation, 
for health facilities, for business, and for communications. We constantly have 
a great deal of competition between different interests for the use of city land 
and each interest has its own technicians. When we look at the program of the 
ordinary city at the present time we see a constant struggle between different 
groups of technicians located in downtown areas of our cities, in the State 
capitals, and in Washington, who are planning independently for the use of 
city land. A few days ago, I saw hundreds of houses being torn down by the 
city highway department of Detroit for a new speedway. Thousands of families 
were being forced out of their homes to make room for this highway. There was 
absolutely no plan for their relocation. 

I visited another area in Detroit which is about to be cleared out to make 
room for additional private housing units. A third of the people in this area 
qualified for public housing. There is an assumption that private housing 
will be available, somehow or other, for those who do not qualify. 

I saw a third area in Detroit into which families who were being displaced 
by slum clearance were moving. In this area many of the oldtime 20-room 
houses were being divided up into small apartments or individual rooms. The 
2-room apartments housed on an average of about 4 persons to each room. 
One man who lived in a 2-room apartment with his wife told me that when he 
came home 1 evening recently, his wife told him they had some visitors. Another 
family, consisting of father, mother, and three children, had moved in on them. 
The man said that this was fairly common in the district. These houses were 
being blighted quite rapidly and yet this was supposed to be one of the city's 
conservation areas. 

I believe that a serious effort is being made in Detroit to enforce the city 
codes. I asked one of the city officials how long this enforcement could continue 
in view of the pressure on the existing supply of housing. He finally admitted 
that it would depend on the type of civic neighborhood interest that could be 
developed but which does not exist at the present time. 

One of the greatest problems confronting American cities at this time is a lack 
of available data in regard to the housing supply for people who are forced 
to move from their homes by slum clearance and public improvements. I called 
this fact to the attention of the President’s Advisory Committee on Housing. 
I have met few people who question this basic statement. I believe that those 
in charge of housing programs in our cities are fairly well aware of the facts. 
They have a good picture of the housing situation; they know how many units 
are unfit for human habitation; they know pretty well how many units can be 
repaired; they know how many families are being displaced by slum clearance 
and public improvements; they know how many families are living in unsanitary 
and dangerous firetraps; they know about the loss of life in these firetraps., 
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However, all this information was not available to the President’s Advisory 
Committee. I do not believe that it has been made available to the Administrator 
of the Housing and Home Finance Agency. It is not available to the Congress 
of the United States. 

The cities are naturally anxious to go ahead with their improvement programs. 
There is great pressure for new highways, new health centers, new schools. 
Millions of people are anxious to save 20 or 30 minutes in getting to work in the 
morning. They want better communications, but how about the housing of 
millions of families in the low-income and lower middle-income brackets? 

I believe that the bill now under consideration offers many hopes for the future. 
I am interested in the new implements that it offers to private enterprise. We 
are not sure, however, how these new implements will work. It should be made 
doubly clear that the Government is willing to purchase the insured mortgages 
necessary for the building of the $7,000 houses. Houses at this price can be 
built, with proper Government support, in the South, the Southwest, and in 
California. I doubt, however, if one can build $7,000 houses in New York, Boston, 
Chicago, or Detroit. 

While we may have questions about the new program that is being offered, I 
believe that we ought to give it a reasonable chance for success. The President’s 
Advisory Committee made it quite clear that the new program should be tried 
out on an experimental basis. The President, in his message to Congress on 
January 25, recommended that the public housing program be continued at the 
rate of 35,000 units a year for the next 4 years. In this the President was trying 
to face realities in regard to housing the people who would be displaced by the 
urban redevelopment program. It seems rather strange to me that the present 
bill makes no mention of the 35,000 units a year that the President recommended. 
I should add that if we are going to have 35,000 units, we will need many more 
authorizations. 

Sections 401 through 411 of title IV of the bill (slum clearance and urban 
renewal) are regarded as amendments to title I of the Housing Act of 1949. 
We should not take a pessimistic attitude toward this large program for the 
conservation of American cities. I have had occasion to point out in many cities 
in the past year the tendency toward the further spread of blight in their near- 
downtown areas. I have emphasized that public improvements were tending to 
crowd more people into already congested areas. I have pointed to the impor- 
tance of conserving these near-downtown areas. I have given special attention 
to the problems of conservation in Chicago and St. Louis. I have participated 
in many neighborhood discussions dealing with these problems. I have studied 
the conservation plans made by the various downtown officials. I have a great 
respect for these officials. They are honest, intelligent, and high-minded men. 
I know that they occupy an important place in the programs, but I am not con- 
vinced that they can succeed in their efforts without self-organization on the 
neighborhood basis. Any conservation program is going to work only insofar 
as the people primarily concerned are willing to take a hand in it. I know it is 
not easy to interpret this point of view to our experts. They are inclined to 
think that they and they alone understand the problems involved. I am sorry 
to say that I do not agree with their point of view. I would like to see neighbor- 
hood groups of all kinds, including all the religious groups, organize to a point 
where they can make the fullest use of the advice of experts. I would like to see 
the Federal programs administered in such a way as to stimulate real self- 
organization on the neighborhood basis. I do not want to see Government 
officials maintain complete and exclusive control over this program. There 
should be provision for joint planning with neighborhood groups, with all vol- 
untary groups. It should be possible, moreover, to make personnel available to 
neighborhood groups to help them in carrying out their own plans. 

When I speak about neighborhood conservation I am thinking about all the 
elements that enter into it, like the enforcement of city codes, repair of housing 
units, enforcement of health regulations—in fact, everything that enters into 
the rebuilding of the neighborhood. 

I have had some close contacts with police departments in the enforcement 
of city codes. They are not going to enforce them if the negihbors do not want 
them enforced. I have seen a good deal of repair programs in local areas. I 
have found that when the natural leaders of the neighborhood take an interest 
and encourage the people in making their own repairs, something happens, 

I have seen city repair programs that really price the housing units out of the 
reach of the present occupants. In order to make repair programs truly ef- 
fective much of the work must be done on a self-help basis or on a contract basis. 
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This is what is being done in many successful programs at the present time 
People must do a good part of the work themselves and they must join with their 
neighbors in the exchange of skills. 

I am well aware that the building of good social organization on a neighborhood 
basis is not an easy task, but it can be done. We have had sufficient illustrations 
of neighborhood organization to test its practicability. We have the back-of-the 
vards movement in Chicago; we have many of the elements of good neighborhood 
organization in other sections of Chicago; we have the beginnings of neighbor- 
hood organization in St. Louis. We have the elements of such a program in a 
few other cities. 

Monsignor O’Grapy. I have been in this discussion of housing both 
nationally and locally. I am glad we are approaching the utopia in 
this matter. And it looks from some of the testimony I have heard 
that all these agencies are going to work together, at last. I hope that 
is true. 

I haven’t seen it in operation in many of the cities in which I have 
worked very closely. Now, I am glad that, of course, also some at- 
tention is being given in connection with all of these fine programs, for 
renewal or redevelopment. I can’t understand all these metaphysical 
distinctions, although I know quite a few slums—I suppose as many as 
almost anybody else. I say I have worked in them, and I have moved 
around in them, and I keep on doing so all the time. 

I am glad that some attention is being given to public housing. I 
don’t like to see large sections of this market taken over by Govern- 
ment. But I haven’t found any substitute yet, and especially with all 
this development for some public housing. 

T am glad that Senator Maybank has presented an amendment to 
this bill which would include specifically a provision for public 
housing. 

Now, of course, our original suggestion of this problem, of provid- 
ing for slum dwellers and providing for new housing for them, in 
those days we thought all the slum dwellers were poor people, and now, 
of course, we find that about a third of them will qualify for this 
public housing. We hope that now, with this new program that you 
may be able to reduce that figure. But let us keep in mind the actual 
situations. That is one of the hardest things to do, I find, in this bill, 
to face realities locally. It is very difficult. 

Now, we thought originally that 10 percent of our housing, new 
housing, should be public housing. Now, it is running, I think, out- 
side of the large cities, about 1 percent, and we seem to have a hard 
time holding onto the 1 percent, you see. 

Now, I have, of course, recognized, also, and we all have—we have 
been working in this housing field—that it is a part of our overall 
economy, and, of course, in the 1930’s we regarded it as a part of a 
work program. We talked about housing first; we talked about it 
to a considerable degree in connection with work, providing it was a 
good means of providing the economy, and providing work opportuni- 
ties for people who were unemployed. We thought that, of course, 
we were to clear out one slum for every slum unit, for every new house 
that we built, new public house. 

I am coming, now, to one central point that I want to emphasize 
and that is the competition between different interests for the use of 
city land. If there is any cooperation among those interests, I would 
like to find such cooperation. I would travel thousands of miles to 
see it. Now, we need land for educational purposes, and, of course, 
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we all recognize the importance of schools, but the educators are still 
roceeding to acquire land for building schools, and new development 
in schools, without recognition of any other interests in the field. 

I saw evidence of that in the city of Cincinnati last Sunday. I saw 
where whole areas had been cleared out for new schools, and thus, 
reducing the housing supply in those areas of special need. 

Now, the health people are going ahead on the same basis. They 
are acquiring land too, for new health centers, and now, of course, 
the highway people are going ahead, and I have never seen them in 
conference with anybody else. Maybe they are doing that in Wash- 
ington; maybe they are getting together. But certainly they are not 
getting together in Detroit. 

I don’t think they are even on speaking terms. And there is no 
aera whatsoever in most cities for relocating of anybody who is 

sepueean by any gE OTe 

had an opportunity of seeing one highway, the plans for one high- 
way. Houses were being torn down at great volume, and, of course, 
for quite awhile, then they were in the better sections of the city, they 
told me all the people here, of course, wouldn’t have any trouble in 
being relocated. If there is any such thing in American cities as relo- 
cation—lI find it hard to determine what relocation is, anyhow. If 
it is a paper plan, that is one thing. If it is actual relocation, that is 
another thing. But I must say, I have seen very little relocation. I 
have seen all warts of plans on paper, but I have seen—of course, I 
have seen them relocated in public housing, that is right. They will 
give mea project. That is what the people will tell me. 

I asked a family, “What are your plans, now?” They say, “We 
don’t have any. Give mea project.” That is what they have told me 
in this project of Chicago which has been so beautifully described be- 
fore this committee, and my guess is, and my conviction is, that the 
700 families finally left in that area have been cleared at the expense 
of spreading blight in other sections of Chicago. 

If that is the type of relocation you want, you ought to face the 
facts in regard to it. That is, is this relocation in Chicago making 
for the spreading of blight? I think it is. And I think what is being 
replaced by the ileal is spreading blight. 

If you take a family and relocate that family, I don’t think there is 
any such thing in Chicago—I couldn’t find it, anyhow. And I cer- 
tainly have been around the areas of Chicago a t deal. I know 
some of them a great deal, and I haven’t found, outside of public 
housing, any relocation, and I would give a great deal to see the actual 
relocation. I have seen places in which families have been moved, 
yes. Some of them have relocated themselves fairly well, but I think 
some of them have crowded into already crowded quarters. And I 
don’t want to get into much detail about the description of the condi- 
tions in those crowded quarters in Chicago. It should be well known 
anyhow. The fire hazards, the health hazards, and all these things 
that result from overcrowding, from the pressure of population, and 
housing, which is in short supply. 

Now, I saw some evidence of what is happening in this relocation 
in the city of Cincinnati only last Sunday. I was interested in seein 
what plans they have for relocating 900 families in a new project an 
in a new area which is about to be cleared. I talked to several of the 
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people and we moved around that area last Sunday and visited some 
of those places from which people are to be moved. 

Now, of course, it is fortunate that they have a new public-housing 
project in the outlying areas, into which some of them can be moved— 
about a third of them. But they tell me, now, that they are developing 
new programs for relocating families. But they don’t have much hope 
of finding any place in which to relocate them, because the housing 
supply in downtown Cincinnati has been gradually reduced, and the 
population has increased since 1950. The population was decreasing up 
to 1950, and now it has increased since that time, and the supply of 
housing is growing shorter, even with the addiition of 2,000 public- 
housing units. 

The supply of housing is being cut into all the time by all sorts of 
things, all sorts of improvements. Now, they don’t have much hope of 
finding it except by having them crowd into other areas. Now, I know 
there is some movement in Cincinnati, as there is in Chicago and in 
Detroit, and some colored families, rather high-income families, are 
moving out in small groups into the outlying areas, and without 
spreading blight, I believe. 

That, to me, is a somewhat encouraging sight. I visited one area 
in Cincinnati last Sunday, visited several families in that area that 
had moved in, and I think that is one of the encouraging signs. But 
usually, it is a mass movement, and that means you get a spread of 
blight. The white families run away, and that is what those of us 
who have been interested in local neighborhood organizations in Chi- 
cago have been struggling with in the past 2 or 3 years. 

I think we have made some progress in stemming that tide and 
getting a more regulated flow of people through those areas. But 
there is still a great threat, however, to the spread of blight in many 
of the new areas in Chicago, as there is in other cities. 

Now, it is interesting to see what is happening in some of those 
areas. I visited an area in Detroit the other day—when I knew it 
about 20 years ago, they used to be very nice houses, 20-room houses. 
I visited several of them the other day, and families have moved in 
there. I wouldn’t use the term “relocation.” They have moved in 
there themselves. That is what really happened. They crowded in 
there as best they could, and these houses have been divided up, now, 
into 2-room apartments, and those apartments sometimes have 2 
families, 

[I visited one apartment. One man told me that he and his wife 
lived there, and they had, for a good while. He said that about a year 
ago he came home one evening and his wife told him they had some 
visitors, that a new family had moved in on them, with a father and 
mother and three children. And he said that was quite a common 
occurrence and they had lived with them for several months during 
this past year. Finally, they were able to find a place; they found it 
on their own, again. 

Now, that area is being blighted, as I see it, and yet it is supposed to 
be one of the conservation areas of the city. I saw another area in 
which a repair program—it was supposed to be one of these pilot 
projects on rehabilitation—and it was somewhat encouraging. It 
certainly wasn’t what happened here on Capitol Hill. You have a fine 
rehabilitation program that takes the houses entirely out of the reach 
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of the people that are now living there. That has happened in several 
areas of Washington, here, and I am sure in other cities. 

But this Detroit project, I thought, was rather encouraging, and | 
think they were enforcing the city ordinances. I had some discus- 
sion with the city officials who took me around, and I said, “Now, how 
long is this enforcement going to continue with the pressure that you 
have on this housing supply? You don’t have any neighborhood 
interests.” 

Of course, they have stimulated the interest of some citywide organ- 
izations in that area, but they haven’t done much in that area. And I 
think this whole matter of rehabilitation and maintaining an area, 
maintaining the present standards, means that you must have law 
enforcement. 

Now, all these officials and experts talk very nicely about law en- 
forcement action as if it were very easy. You see the chief of police 
and he promises you that he is going to enforce the law. That is fine. 
The mayor promises you that he is going to enforce the law. Of 
course, he promises you everything, just as he promises the Federal 
Government when he presents a project. 

He says, “We are going to relocate those people.” Of course, we 
are going to relocate them, and we are going to enforce the city 
ordinances. But you know there are many conversions that I have 
seen take place overnight. The families are there the next morning. 
You will find 4 families in a 1-family house. What are you going 
to do about it? Who is going to prevent that? How are you going 
to prevent that overnight conversion of houses? I would like to 
know from the experts. They tell me it can be done, but I know of 
only one method, and that is to get the interest of the neighborhoods 
around there. 

I know in Chicago, after they had the promises of the mayor, the 
chief of police, of course, they were going to enforce the city ordi- 
nances, but we find the captain never attended our meetings until 
we got the neighbors into it; then he was on the spot all the time. 
And the local alderman, you see, has something to say about these 
things, too, as I understand it. You have to get his interest, and you 
have to get the interest of the local people. How you can do all 
this without getting that interest, I don’t know, any more than you 
can deal with these situations in precinct No. 2 around the town, that 
the Post is describing so eloquently these days. I don’t see how 
you can cure a situation like that just by purely legal methods. You 
have to get some interest on the part of the people in the area. 

I think the same is true in this urban redevelopment, whether you 
call it urban renewal or urban redevelopment. I think that is the 
biggest issue behind the scenes here, as to how we can get this interest. 

The only hope I can see is some sort of neighborhood organization, 
and not the type of neighborhood organization that is set up by a 
city government, and all these formalities they go through of havin 


a downtown committee pass resolutions—how much that is going to 
affect neighborhoods, I just don’t know. I haven’t seen many results 
in neighborhoods from the work of these downtown organizations 
and their many resolutions. 

How to get the neighbors and how to convert the experts to this 
point of view, the necessity of having neighborhood participation, 
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that again is a very difficult question. It is difficult, in the first place, 
to get the experts together, to get them to work on one program. 
That is an enormously difficult problem; especially the highway 
people. 

I think that is the toughest problem that we have today, as I see 
it, in most cities in the United States. The problem of discussing, 
having them sit down together, all of them, and discuss the various 
uses that are going to be. made of the city land. I don’t know how 
it can be done. Maybe Mr. Cole should take a more realistic ap- 
proach— , 

The CHarrMan. Maybe if we could find some way of changing 
human nature, Father, As would be all right. 

Monsignor 0’ Gains. don’t think you can. 

But you ought to look - these questions. When people come before 
a committee like this, you ought to look at the facts. How can you 
live, if you have all this continuous competition for city land? And 
at least if they can’t agree, there ought to be a possibility of getting 
together to discuss it. 

Now, I have tried, in Democratic d: ays, to induce them to bring in 
the highway people around this town, the Bureau of Public Roads, 
to sit in with the housing people and to discuss these common prob- 
lems in local communities, and never has such a meeting been held. 

The Crarrman. I have always said, and often said, that if you have 
a bad situation in a given locality or a given town, then all the ony 
have to do is look in the mirror and find out who is responsible for it. 
They alone can clean it up, if they want to. 

Monsignor O’Grapy. Yes; the local people can clean it up. 

The CHarrMan. People from Washington can’t clean up Chicago. 

Monsignor O’Grapy. I think you are right, Senator. 

The Cuarrman. Local people must clean it up. 

Monsignor O’Grapy. I think they must. 

The Cuarrman. There is never any necessity in America for dirt. 
They can be clean. 

Monsignor O’Grapy. They can keep their houses clean; they can 
keep their backyards clean; they can keep their houses painted; and 
they can repair those houses, too. 

The Cuamman. What we ought to have is a law, I think—a law 
wouldn’t do it—but we ought to have some system where at least 
twice a year in every town of the United States, we have a cleanup 
week in which we clean up the town, clean up everything. Then those 
people that don’t have enough money to paint, the Government ought 
to furnish them the paint, and they onght to paint up and clean up. 

Monsignor O’Grapy. But there is some possibility in local leader- 
ship. I “have seen in local areas—and I have often said to some of 
our church people in Chicago, “I think you ought to give a good 
example around here and clean up your own buildings.” It is sur 
prising how it spreads. If you get a few families in an area, you 

‘an talk a few families into cleaning their places up and making 
repairs. I could cite illustration after illustration of that sort of 
thing in the cities. 

But your expert, you see, goes into the neighborhood. He aialyzes 
it. He thinks he has the solution. And usually, I have seen some of 
the houses that have been repaired and they have been priced entirely 
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out of the reach of the occupants. They could do an awful lot of 
this, simply. 

I have seen it over and over again, people cooperating, working 
together, you see, among themselves, you see, to make their own 
repairs. 

The CHarrMan. The Federal Government won’t do a very good job 
on this whole matter, regardless of how little or how much money 
they appropriate, until the local people want to clean it up. 

Monsignor O’Grapy. The same is true of all areas. The fact that 
you can send in a few specialists—if you could get a few crusaders 
here and there in local cities. What I have been trying to do in Chi- 
cago is to get the different church groups together, locally. 

The CHatrman. Yes, I think the church groups have fallen down 
plenty on the job. 

Monsignor O’Grapy. There is some evidence of hope. 

The CHatrman. I know. But the churches themselves, if they 
would talk about it and preach about it, and organize it, they could do 
a lot. 

Monsignor O’Grapy. I agree with you. That is what I have been 
trying todo. I have been trying to stimulate them into that interest, 
and I have been trying to stimulate all the groups. My brethren of 
other churches, too. I want to see them all work together. And in 
all of these things we are talking about, the development of the 
American community gets down to that. It is what type of neighbor- 
hoods are people going to live in. 

The CuHatrman. We ought to have at least 2 periods in every year, 
or at least 1 week or 2 weeks, which we would call cleanup and paint- 
up week. If everybody would clean up and paint and pick up, you 
would be surprised at what could be done. 

Monsignor O’Grapy. Don’t you think there is some way that at 
least the Federal Government can give an example of better coordina- 
tion among its own activities? Now, these various divisions of the 
housing situation might as well be a thousand miles apart, you see. 
They go into a city and one group says one thing to the city officials, 
and another group says another thing. 

Now, it ought to be possible for them to get on speaking terms, the 
housing group around this town, with the public roads people. They 
ought to be in agreement. 

The Cuatrman, I agree with you. 

Monsignor O’Grapy. Now, if we could have that example on the 
part of the Government, of coordination among its own forces, I think 
that is the biggest challenge that you people of this administration 
have at the present time. ‘To bring these various people together and 
have them recognize, too—if they would only recognize what these 
private groups can do, and be properly humble about it, and not as- 
sume that they have got all the answers to all the problems of life. I 
think Government people should properly be humble about their own 
limitations, 

But, I agree that the churches have a great challenge in this field, 
and they are interested in family life, at. gesad can’t have family life 


in a disorganized neighborhood, you see. That is what you have got 
in these neighborhoods, You have got this organization. All these 
things that we say housing is going to solve. A better house is useful; 











HOUSING ACT OF 1954 649 


itisa help. But if you blight that house again in a very short time, 
as you are liable to, and you keep on spreading blight, our cities are 
going to become a new wilderness. , 

I pointed to that many times in St. Louis, that all the area in down- 
town St. Louis is threatened, and I don’t think the present plan is 
going to solve it. I pointed that out publicly. Their present plan 
for redevelopment is not going to solve that problem. The people 
in that area have to become interested. I have talked about that from 
the housetops in St. Louis, and I am going to keep on, and I have to 
keep on reminding all of the groups that this is not just a matter for 
experts; that is a problem of all our life. We have the same thing 
when we talk about cleaning up these neighborhoods, cleaning up 
juvenile delinquency and crime and all that sort of thing. It is as- 
sociated with disorganization about life, about neighborhoods. 

The Cuarrman. You are doing an excellent job, and we appreciate 
it, and we certainly appreciate your testimony this morning. Thank 
you very much, 

We will now recess until 10 o’clock on Monday, March 22, when our 
witnesses will be the National Savings and Loan League, the Ameri- 
can Hotel Association, William T. Wallace, American Institute of 
Planners, American Veterans Committee, and the National Federation 
of Settlement and Neighborhood Centers. 

We will now recess unless there is objection by someone. 

(Whereupon, at 12:20 p. m., the committee recessed, to reconven: 
at 10 a. m., Monday, March 22, 1954.) 
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MONDAY, MARCH 22, 1954 


Untrep Srates Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:05 a. m., Senator Homer E. Capehart, chairman, 
presiding. 

Present: Senators Capehart, Bush, Payne, Robertson, and 
Sparkman. 

The Cuamrman. The committee will come to order. 

Our first witness will be Mr. O’Malley of the National Savings and 
Loan League. Mr. O’Malley, do you have a prepared statement ? 


STATEMENT OF JAMES J. O’MALLEY, CHAIRMAN, FEDERAL LEGIS- 
LATION COMMITTEE, NATIONAL SAVINGS AND LOAN LEAGUE 


Mr. O’Matiey. Yes; I do, Senator. 

The Cuarrman. Do you want to read your prepared statement, or 
do you want to have it placed in the record and talk from it? 

Mr. O’Mautry. I would like to read it, if I could, Senator. It won’t 
be too long. 

My name is James J.O’Malley. Iam president of the First Federal 
Savings and Loan Association of Wilkes-Barre, Pa. I appear here 
in my capacity as chairman of the Federal Legislation Committee of 
the National Savings and Loan League, and wish to express the appre- 
ciation of our committee for this opportunity to present our position 
on H. R. 783s 

The National Savings and Loan League has more than 700 savings 
and loan association members throughout the United States, with assets 
over $5 billion. Savings and loan associations hold one-third of the 
home mortgages of the country and currently are doing around 38 
percent of the home-mortgage financing. 

The National Savings and Loan League is in accord with the aims 
and purposes of the bill under consideration, which would contribute 
greatly toward providing an adequate housing supply for the country, 
but believes at the same time savings and loan associations should have 
as broad authority as is consistent with safety to engage in home- 
mortgage financing. 

Section 101 would increase the maximum loan amount from $2,500 
to $3,000 for property improvement and repair loans under FHA 
title I. We believe savings and loan associations should be able to 
make these loans without FHA insvrance, if they wish. Federal 
savings and loan associations, however, are at present restricted on 
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such loans to a maximum of $1,500. We urge that Federal savings 
and loan associations be permitted to lend, without security, on FHA, 
VA, and conventional loans for property alteration, repair, and im- 
provement up to $3,000. The total amount of such loans would not, 
at any time, exceed 15 percent of the association’s assets. This provi- 
sion would increase the ability of savings and loan associations to doa 
better job in the home-financing field. 

If certain of the liberalization provisions of this bill extend to FHA 
lending, such as the use of open-end mortgages, if they were also 
extended to VA loans, we believe the purpose of the bill to help home 
financing would be considerably furthered. We suggest that the 
committee carefully consider this extension of authority to VA loans. 

The bill applies the same mortgage terms to existing housing as is 
applied to new housing. In the field of new construction, FHA 
served an important purpose in getting these homes financed. The 
President’s Advisory Committee on Government Housing stated— 
The opportunities for wider use of FHA-insured mortgages in financing purchases 
of existing homes are emphasized by the fact that fewer than 10 percent of 
existing home purchases in recent years have involved new FHA mortgages. 

We think this committee should carefully consider whether there 
is a real need for extension of Government insurance on mortgages on 
existing homes. We do not consider that it is the purpose of the 
sponsors of this bill to use Government aid or insurance any further 
than is necessary. We are not here specifically opposing this section, 
but are merely raising the question with this committee whether this 
section could be utilized to jeopardize other systems or methods of 
home financing. 

We are in accord with the provisions of the bill which give needed 
flexibility in the fixing of FHA and VA interest rates. This provi- 
sion may render a secondary mortgage credit facility unnecessary. 

The provisions of the bill, however, in which we are primarily 
interested are those dealing with the Home Loan Bank Board. We 
are in full accord with these proposed amendments to the basic acts 
governing the operation of the Home Loan Bank Board and its 
agencies and urge their enactment into law. 

The first of these provisions is contained in section 601. This sec- 
tion would facilitate the service of process on the Federal Savings 
and Loan Insurance Corporation throughout the United States. This 
would obviate the necessity for persons having claims against the 
Federal Savings and Loan Insurance Corporation having to bring 
their suit in Washington, or wait until an officer of the Federal Sav- 
ings and Loan Insurance Corporation appears in their jurisdiction. 
This section would also give the insurance corporation a much needed 
statute of limitations on the enforcement of claims against it. We 
are in accord with the provisions of this section. 

The Federal home loan banks throughout the country make ad- 
vances to their member associations upon the collateral security of 
home mortgages which, under the present law, cannot exceed $20,000. 
Section 602 would amend the Federal Home Loan Bank Act to in- 
crease this $20,000 figure to $35,000. The $35,000 figure is now 
roughly comparable to the $20,000 figure when it was first put into 
the act back in the early thirties. We feel that this provision is ur- 
gently needed and urge its enactment. 
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Section 603 amends the basic act dealing with Federal savings and 
loan associations. The first subsection is a companion provision to 
section 602, and would increase the maximum home mortgage loan 
that a Federal savings and loan association may make within its regu- 
lar portfolio from $: 20,000 to $35,000. As stated before, this $35,000 
is roughly i arable to the $20,000 figure when it was put into the 
act. This would enable these Federal savings and loan associations 
to serve better the home financing needs of “the country. We urge 
its enactment. 

The second subsection of section 603 would give the Board greater 
powers in the enforcement of its supervisory authority of Federal 

savings and loan associations and, at the same time, it would give 
the Federal savings and loan associations specific rights and reme dies 
in the case of action by the Home Loan Bank Board. 

The Home Loan Bank Board would be given authority by this bill 
to act in its own name and sue and be sued in its own name. It would 
authorize the Board, or its representatives, to administer oaths and 
issue subpenas and request the court to enforce them. The Board 
would have authority to seek a declaratory judgment and an injunc- 
tion or other relief for violation of law or regulations, or could apply 
to a court for enforcement of its orders. 

Specific authority is granted the Federal Savings and Loan Insur- 
ance Corporation as receiver for any Federal savings and loan asso- 
ciation to buy at its own sale. Fine and imprisonment are provided 
for the refusal of any officer, agent, employee, or director of a Federal 
savings and loan association which fails to relinquish possession of 
the association when demanded by a conservator or like authority 
appointed by the Board. 

The proposed amendment also grants substantial equitable provi- 
sions for Federal savings and loan associations. The grounds for 
appointment of a conservator or receiver are set out in the statute and 
notice of hearings are required and set out in the statute. The hearing 
is to be in the Federal judicial district where the association is located, 
unless it consents to another place, and is to be conducted under a 
hearing examiner as provided by the Administrative Procedures Act. 

Appeal may be taken as is provided by the Administrative Proce- 
dures Act, and the review by the court is to be upon the weight of the 
evidence. The association may apply to a court for declarator y 
judgment, injunction, or other ‘relief. The Board is subject to suit 
in the United States district court of the district where the home 
office of the association is located and may be served by serving a copy 
of process on any of its agents, and mailing a copy of such process into 

Washington. 

A supervisory representative in charge, instead of a conservator or 
receiver, may be appointed when an emergency exists requiring imme- 
diate action, and his tenure of office is limited by the statute. We 
believe that these amendments would be of substantial benefit, both 
to the Home Loan Bank Board, and to the savings and loan business, 
and urge their enactment. 

The Cuatrman. Mr. O'Malley, you say your association does 38 
percent of the home financing? 

Mr. O’Mattey. That is right, sir. 

The Cuatrman. That is a big figure. 

Mr. O’Mattey. It is. Over $7 billion. 
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The Cuamman. Is that more than the life-insurance companies do? 

Mr. O’Mattey. Yes, it is, Senator. 

The Cuatrman. You handle more than the life insurance com- 
panies? 

Mr. O’Mattey. It is the largest individual group, I think, in the 
whole business. 

The Cuamman. I gather you are for this bill almost 100 percent 
as written ? 

Mr. O’Matiry. That is right. 

The Cuamman. Do you like the 40-year terms and practically no 
downpayment ? 

Mr. O’Mautry. Senator, we have no particular objection to that, 
for several reasons : First, it is an experiment, and I think it is a worth- 
while one. And it is supposedly used in a place where a family has 
been displaced for slum clearance. 

The Cuarrman. Do your members buy the mortgages? 

Mr. O’Matiey. We would make them. 

The Carman. You would make them? 

Mr. O’Mattey. Yes. 

The Cuamman. You really think the banks and the insurance com- 
panies would take those mortgages? 

Mr. O’Matxey. I am not sure about the banks and the insurance 
companies, Senator, but I am sure the savings and loan associations, 
if this happened in their communities, would take them. I think 
a lot of them are taking 20-year, no-down-payment mortgages for 
the veterans now, and in this case, I believe there is a provision that 
after 20 years, if they desire, they could sell it to the FHA and get 
back debentures. 


The Cratrman. Are you in accord with this new FNMA 
association ? 

Mr. O’Matixry. Well, I am not too familiar with that, Senator, but 
I believe it is being worked out on an experimental basis. I would 
like to see it in private capital, if possible. 

I don’t know whether this 3 percent is the proper amount or not, 
because not too many of our associations have availed themselves of 
that. 

The Cuamman. I believe that is all the questions I have. Thank 
you, unless you have something further. 

Mr. O’Matiey. Thank you, Senator. 

The Cuarrman. You seem to approve of the bill as written. 

Our next witness will be Mr. Arthur J. Packard of the American 
Hotel Association. 

Good morning, Mr. Packard. Do you prefer to read your state- 
ment or have it placed in the record ? 

Mr. Packarp. I would like, if I may, to read it, Senator. 

The Carman. You proceed in your own way, then. 


STATEMENTS OF ARTHUR J. PACKARD, CHAIRMAN OF THE BOARD, 
AND M. 0. RYAN, MANAGER, WASHINGTON OFFICE, AMERICAN 
HOTEL ASSOCIATION 


Mr. Pacxarp. As you know, I am Arthur Packard of Mt. Vernon, 
Ohio. I am president of the Packard Hotel Co. I operate 7 hotels 
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throughout the State of Ohio, all small hotels in small towns with 
about 100 rooms. I am chairman of the board of directors of the 
American Hotel Association, and chairman of the governmental af- 
fairs committee. 

As a spokesman for the hotel industry, nationally, I am eager to 
call your attention to a rather aggravated problem which has devel- 
oped as a result of the operation of the housing program in past years. 
Numerous structures, built under section 608 and section 207, have 
undertaken to rent units transiently, in competition with hotels. 

We in the hotel business have watched this national housing pro- 
gram since its inception. But involved, at the outset, were issues 
quite apart from those represented by our industry, so in the early 
years we made no appearance before your committee. But we began 
to have misgivings when, in widespread instances, these apartment 
buildings began to equip a number of units with furniture and fix- 
tures. From there it was only one more step to overnight rental to 
transient guests whenever suc +h units were not oce upied by permanent 
tenants. We have talked to 6 or 8 members of your committee indi- 
vidually, over the past several years, and they all are in accord with 
the view that it was never congressional intent to permit any prop- 
erties, constructed with Federal mortgage insurance, to equip them- 
selves in a manner which would permit operation as a hotel. Nor was 
it ever contemplated that transient overnight rentals would be pro- 
vided. Rather, your program has always dealt with the objective of 
providing homes. 

The American Hotel Association dislikes the idea of opposing, in 
any manner, the national housing program. And we have always 
felt that the mortgagor, who has constructed an apartment building 
under FHA supervision, should be given all possible leeway in oper- 
ating that property to the end that he could promptly repay the Gov- 
ernment and redeem the mortgage. But so many of these operators 
have distorted the original legislative intent that we are obliged to 
lodge a firm complaint with your committee. 

We have tried for 4 years, through every known administrative ap- 
proach, to have this problem whipped by the FHA. But having 
failed in this direction, we are obliged to seek the assistance of your 
committee, and to appeal to you for some statutory safeguard against 
this continued unfair competition. 

You know, contrary to public opinion, even under favorable cir- 
cumstances, hotels are not highly profitable establishments. The 
United States Treasury is the ‘author of a statement revealing that 
ever since 1946 hotels have shown a lesser rate of return on investment 
than any other service industry. Occupancy in the Nation’s hotels 
has been declining steadily since 1947. C ompetition from large apart- 
ment buildings, financed with Federal assistance, could prove ruinous 
to us. 

Already, in one city in the South, represented by 1 of the members 
of your committee, 2 of these section 608 apartment buildings are 
averaging 50 to 60 transient guests per day. That volume of business 
is just enough to bring the hotels of that city down to a house count 
so low as to deprive them of their profit on their operations. This 
same thing contd occur in many communities, for hotels generally, 


throughout the Nation, are at or near their break-even point right 


today. 
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Really, gentlemen, the situation is quite grave to us because as of 
January 31, 1954, according to FHA, there were 60,375 apartment 
units which have been financed under section 207, and 463,730 units 
built under section 608. This makes a total of 524,105 living units 
in apartment buildings. This is well over one-third of the total num- 
ber of guestrooms in the entire hotel industry. So your housing pro- 
gram has created a potential successor to the hotels of the Nation. 

Within the past 30 days we have learned, from unimpeachable au- 
thority, that as much as 5 or 6 years ago mortgagors, with the know]- 
edge of FHA staff people, were intentionally designing section 608 
apartment buildings with the view to enabling rapid conversion to 
hotels when and if needed. So, apparently, the difficulties we are en- 
countering today are not something which have come about unwitting- 
ly, but are the product of exploitation of apparent loopholes in the 
housing program. 

This year Congress is being requested to liberalize the mortgage 
insurance program, as we have known it to date. It is argued that you 
will need to increase the allowance per room, or per family unit, be- 
cause of the fact that the actual real-estate costs fer properties adja- 
cent to business areas in individual cities are so great. Instead of a 
$10,000 ceiling, for a 5-room living unit, under section 207 heretofore, 
we understand that the measure now before you would permit the con- 
struction of a 5-room suite whose total cost could run to $12,500. The 
program has long since passed that point where the average valuation 
of the units financed bears any resemblance to the low-cost housing 
which we had always understood was the primary objective of your 
program. 

The very fact that the emphasis is being placed on downtown busi- 
ness location multiplies the impact upon us. As the projects are paid 
out, under the provisions of the program now before you, the owners, 
a decade hence, could quickly convert to the hotel business if they 
chose. Thus there would spring up everywhere a new housing facility, 
which could supplant the Nation’s hotels. Conversion from an apart- 
ment building to a hotel is not too difficult. Actually, there are two 
very popular hotels in Washington, D. C., right now which were de- 
signed originally to provide permanent living quarters, with only 20 
or 25 transient rooms. But today both of these properties have con- 
verted almost 100 percent to transient overnight rentals. 

Until this month, we thought that all our troubles under this hous- 
ing program would probably stem from sections 608 and 207 proper- 
ties. However, we now learn that we have potential competition from 
some of the other forms of housing built under the Housing Act. For 
instance, under title [X, some veterans’ housing was built near a naval 
base 2 years ago. That base has subsequently been deactivated, and 
the service personnel has gone. So we are told by FHA officials that 
one of the projects has already converted into a motel. 

As I mentioned before, we have tried for 4 or 5 years to achieve an 
administrative solution to this problem. Officials of FHA have gen- 
erally been quite sympathetic. Section 1743 (b) (1), in connection 
with section 608 properties, gave the Administrator authority to regu- 

late rents, charges, and methods of operation. But counsel for the 
FHA has viewed narrowly this authorization. He contends that it 
does not confer power upon the agency to impose regulations after the 
eligibility of the mortgagor has been approved. At the outset, the 
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agency always required approval of all rent schedules. And these were 
normally expressed in monthly rentals. But FHA counsel now takes 
the position that if one of these apartment buildings rents a room over- 
night for not more than one-thirtieth of the approved monthly rental, 
the agency has no basis for prohibiting the operator from maintain- 
ing such practice. 

[ most certainly want to give credit where credit is due. The 
Commissioner did move to partially meet our problem when, on Janu- 
ary 3, 1952, the agency issued letter No. 20 to all field offices. This 
required that any borrower who was applying for permission to 
install furniture in certain units in section 608 properties would be 
asked to pledge that he would not rent units transiently. But even 
this move had two inherent weaknesses. First, it did not in any 
way prevent the structures which already had furnished units from 
continuing to rent transiently. And the agency itself contends that 
it does not have the staff to police the existing properties and to compel 
violators to refrain from such overnight rentals. 

In some instances, these projects are openly and publicly soliciting 
transient business. There is one project right here in the District 
of Columbia, which is known as the largest apartment building in 
the world. It was built with mortgage insurance provided by FHA. 
But it is also operating 200 rooms as a transient hotel. As we under- 
stand it, this is what happened. After construction was under way, 
and the architect had provided for some ground-floor rentals, includ 
ing a restaurant, cocktail lounge, drugstore, and so forth, it developed 
that zoning ordinances on that particular street would not permit such 
ground-floor rentals in an apartment building. But the ordinances 
would permit such facilities in a hotel. The mortgagor and the FHA 
jointly appeared before the appropriate city officials and asked for 
a variance, which would permit some slight deviation from the strict 
zoning requirements. 

The Commissioners rejected their plea and told them that they 
should simply resort to the expediency of calling the property a hotel. 
This they could do by providing a certain percentage of transient 
rooms. So we witness a situation under which governing bodies 
are compelling mortgagors, even against their will, to set up hotel 
facilities. 

The owner of this particular property told one of our FHA offi- 
cials recently that he was only running 42 percent occupancy in the 
transient rooms which he is maintaining. This represents a heavy 
monthly loss, substantially impairing the repayment ability of the 
borrower. He would like to abandon all transient rentals, but is 
prohibited from doing so. Accordingly, the establishment has just 
engaged a sales manager, whose duties will be to develop public lunch- 
eon, banquet, and convention business. We ask your committee ear- 
nestly if that type of activities is to be permitted i in FHA properties. 

Yesterday’s paper, by the way, carries a notice and a picture of a 
large luncheon that was held in this particular hotel. This is un- 
doubtedly a product of that sales program. 

As we have always understood it, this national-housing program 
was designed to serve the low-income families of America. But the 
low-income families certainly do not want, or need, transient rooms 
and banquet facilities. And I am sure they do not need convention 
space. 
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Now, gentlemen, may I give your committee specific examples of 
the manner in which this problem is manifesting itself today. 

The FHA has on file from the owner of a large apartment building 
in a southern city a letter in which he stated clearly that his property 
was not accepting transient rentals, and that he was instructing all 
members of his staff not to accept any overnight guests. But within 
the past 2 weeks, for the third or fourth consecutive time, we brought 
to FHA officials photostatic copies of receipts showing where transient 
rentals had again been accepted. These receipts showed daily charges 
for a single person ranging from $5 to $5.50. But the FHA replies, 
“Well, this particular property possessed approved monthly rentals on 
certain units totaling as much as $180. So, on the basis of a daily 
charge equaling one-thirtieth of the monthly rent, they might legally 
be charging as much as $6 per day.” Accordingly we submit that the 
hotel industry has no protection, nor apparent administrative relief. 

As evidence of the duplicity which mortgagors are employing in 
their dealings with the agency, let me tell you something more about 
this particular owner whom I just mentioned. He is the man who 
wrote FHA, stating that he had instructed his staff to refuse transient 
business. This same man has just renewed, for 1954, the city hotel 
license covering a group of rooms which are held for transient guests. 
And this man has signed away all control over employees by leasing 
the establishment to a third party who engages all staff people. 

Incidentally, we contend that it is a clear violation of the statute 
for FHA to permit subleases on insured properties. We cannot under- 
stand why the agency tolerates such schemes which enable mortgagors 
to get around the letter and the intent of the law. 

So, having failed completely to secure administrative relief, we 
earnestly ask your committee to consider two things. First, it is im- 
perative that a way be found to incorporate definite safeguards into 
the language of the statute, to insure the fact that FHA will not tol- 
erate transient rentals in any rental housing so long as the mortgage 
runs to the Government. 

I-have in my files proposed specific language under which the act 
could be amended. 

We can, if your committee wishes, propose specific language under 
which the act could be amended to achieve this purpose. 

Or, as a possible substitute, we hope that the committee will incor- 
porate into the report accompanying your bill a clear-cut statement 
that this Government-financed housing is intended to furnish shelter 
housing only, for low-income families, and that it is not in line with 
congressional intent for such facilities to be operated transiently, or 
to provide hotel and banquet and convention facilities. 

Thank you very much. 

The Crarrman. Do you say you have amendments prepared ? 

Mr. Packarp. Yes, we have. 

The Cuatrman. Without objection, we will make them a part of 
the record at this point. 

Mr. Packarp. Yes, sir. 

The Cuatrman. Are they short? 

Mr. Packarp. Just 2 or 3 pages. 

(The amendments referred to follow :) 
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INJUNCTIVE PROCESS 


As I have pointed out, FHA has indicated a reluctance to take any effective 
steps to enforce the provision against transient occupancy in its contracts with 
borrowers under sections 608 and 207. Probably the best way of correcting this 
situation is to amend the act to require FHA to file a petition for an injunction 
in a Federal district court within 30 days after it has received written notice of 
the breach of contract. If FHA fails to act within the 30-day period, the law 
should permit any property owner to petition the Federal district court for an 
injunction. 

I won't attempt to suggest any language for this purpose because I realize it 
may require an amendment to the judicial code and the Administrative Proce- 
dures Act, as well as to the FHA Act. 

In addition, the law should require FHA to issue regulations to prohibit tran- 
sient occupancy. I have here some language which your committee might want 
to consider as a specific amendment to the bill. The section numbers on the 
language we offer for your consideration refer to the United States Code, and not 
to the bill you are now considering. 


AMENDMENTS TO NATIONAL Houstne Aor 


1. Section 1718 (a) (1): Amend subparagraph (a) (1) so as to read as follows: 

“The term ‘mortgage’ means a first mortgage on real estate in fee simple, or on 
the interest of either the lessor or lessee thereof (A) under a lease for not less 
than ninety-nine years which is renewable or (B) under a lease having a period 
of not less than fifty years to run from the date the mortgage was executed, upon 
which there is located or upon which there is to be constructed a building or build- 
ings designed principally for permanent residential use; * * *.” 

2. Amend section 1713 (a) by adding a new subparagraph, reading as follows: 

“(8) The term ‘permanent residential use’ shall mean occupancies for a term 
of a least one month and in no case shall occupancies or rental agreements be 
made for a lesser period.” 

8. Amend section 1715 (b), to read as follows: 

“The Commissioner is authorized and directed to make such rules and regula- 
tions as may be necessary to carry out the previsions of this subchapter and shall 
make and enforce rules and regulations which will insure that the rental housing 
is not used for other than permanent residential purposes.” 

4. Amend section 1748 (b) (2) by adding the following at the end thereof: 
“Tt is the intent of this Act that the mortgaged property shall be designed and 
used only for permanent residential purposes and shall not be rented for 
periods of less than one month.” 

5. Amend section 1742, to read as follows: 

“The Commissioner is authorized and directed to make such rules and regu- 
lations as may be necessary to carry out the provisions of this subchapter and 
shall make and enforce rules and regulations which will insure that the rental 
housing is not used for other than permanent residential purposes.” 

6. Amend section 1750 b (a) so that the following is added at the end of the 
the fourth proviso: “and preventing the rental of such properties for periods of 
less than one month.” 

7. Amend section 1750 f, to read as follows: 

“The Commissioner is authorized and directed to make such rules and regu- 
lations as may be necessary to carry out the provisions of this subchapter and 
shall make and enforce rules and regulations which will insure that the rental 
housing is not used for other than permanent residential purposes.” 


The CuarrMan. Any questions, Senator Payne? 

Senator Parnnz. No. 

The Cuarrman. Senator Sparkman. 

Senator Sparkman. I don’t believe I have any. I might say this: 
I have run into this problem at different times. In fact, when you 
mentioned a southern city you probably were referring to one down 
in my State. 

Mr. Packarp. That is right, one with which you «re familiar, Sen- 
ator. 
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been worked out. You know more about it than Ido. I haven't heard 
from any of them at any time recently. 

Mr. Packxarp. The southern city mentioned—the photostatic copies 
were from your city. 

Senator Sparkman. Birmingham, that is right. We had that up 2 
or 3 times, and I was under the impression it had been worked out. 

Mr. Pacxarp. It settles down for 2 or 3 weeks, and every time 
you catch your breath, they give you the business again. 

The Crarrman. Either you haven’t been on the job or I haven't 
been on the job, because this is the first time I have heard about it. 
You said you talked to eight Senators on this committee. Who 
are they? Nobody ever said a word to me about it. 

Senator Sparkman. The case in Birmingham is the only one that 
was ever called to my attention. 

Mr. Packarp. That was taken up with you, Senator, a number of 
times. I, of course, have talked with Senator Bricker at various 
times. Who else have we been in touch with? 

Mr. Ryan. Senator Capehart, I am personally responsible for that 
statement. I have discussed the problem with numerous members of 
your committee. 

Mr. Packarp. May I present, Mr. Ryan, Senator, who is our repre- 
sentative here in Washington. 

The Cuarrman. I don’t believe it has been called to my attention. 
We have had one bill here by Senator Johnson which would have per- 
mitted section 608 to rent transiently. 

Mr. Ryan. Mr. Chairman, we understand that Frank Pope dis- 
cussed it with you. 

Senator Sparkman. Maybe he had the same situation that I did, 
except mine developed to the point where a delegation of people came 
to Washington, and talked it over with the housing officials, but that 
must have been a year or year and a half ago. They have not taken 
it up with me since then. 

Mr. Packarp. We have had the same thing come out of Louisiana. 
As a matter of fact, to be perfectly honest, for instance in Mount 
Vernon, my own home town, we don’t have that problem, but it bobs 
up in various cities and various sections of the country. 

Senator Sparkman. That is particularly true where those establish- 
ments are downtown. From time to time, I assume they do serve to 
take care of overflow crowds. I wonder if that comes into it. 

You do mention one point there that gives me a little concern, and 
that is about the conversion of title [IX housing in one place into a 
motel. 

Mr. Packarp. Yes. 

Senator SparkMaNn. Of course, title [IX housing wasn’t supposed 
to have been built there, except on the assurance that that was a 
permanent military installation. 

If FHA goes in and helps build housing at a place that the Defense 
Department has certified as a permanent installation, and later the 
Defense Department deactivates that as a military installation, FHA, 
of course, is left—and all of those who put any money in it—in pretty 
bad shape. Naturally, they are going to try to get their money out of 
it any way that they can. So I don’t quite see how it would be objec- 
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tionable for somebody who was willing to take over that liability and 
convert it into a motel. I don’t quite see why, as a means of salvaging 
what was in it. 

Mr. Packarp. For instance, Senator, it might become a matter of 
political expediency y in the public interest to recover and salvage the 
taxpayers’ money on a conversion of that kind. At the same time, we, 
under normal circumstances, accept any priv: ate finance venture as 
competition, that is legitimate competition, which strictly speaking, 
is the life of trade. We feel we are perfectly prepared and competent 
to handle such competition. But, when we find ourselves in the un- 
fortunate position of competing with a business that has been financed 
and sponsored by the Government, in the final analysis with a portion 
of our own money, and at a rate of financing whic h is less than we can 
secure, we feel that is unfair competition to us as an industry. 

Senator Sparkman. I think your complaint would be absolutely 
valid if the Government went in there originally. But I am talking 
about trying to salvage a loss. Let’s assume they had to take it over 
and sell it, under a foreclosure. They would sell it to anybody that 
would put up the purchase price, and certainly they would have no 
control over them, as to whether or not they would make it into motels. 

If, as a part of that purchase price, they had to continue to finance 
it, that is to continue an insured mortgage, it seems to me that you 
would really expect them to do that. 

Mr. PacxarD. Naturally, in the public interest you want to recover 
all of the stockholders’ money that you can. But our primary objec- 
tion in this is that you have a housing program to take care of low-cost 
families, and we feel that under the law, as it is now written, that many 
of the mortgagors are taking advantage by building a type of building 
which they can convert overnight to a hotel, at any time they wish. 

Senator SparKMAN. Yes, I see your argument on that. The only 
thing I wanted to question was whether if there has been a fore- 
closure—— 

Mr. Pacxarp. It defeats the very purpose for which you designed 
the building. 

The Cuatrman. Thank you very much, Mr. Packard. 

The next witness will be Mr. William T. Wallace, of Peru, Ind., 
representing himself. 

I want to say, Mr. Wallace is a manufacturer in Indiana, and came 
to see me a couple of weeks ago about an idea that he has, and I thought 
so well of it that I suggested he come in and testify. I am still not 
certain whether it is a practical idea or not, but I am inclined to believe 
it is. 

I wish you gentlemen, if you will, would question Mr. Wallace at 
great length about his idea, because he may have something. 

You do not have a prepared statement, do you Mr. W allace ? 


STATEMENT OF WILLIAM T. WALLACE, PERU, IND. 


Mr. Wau.ace. No, sir. 

The Cuamman. You proceed to tell us your idea. 

Mr. Wauiace. Mr. Chairman and gentlemen, I am a member of the 
board of directors of our Peru, Ind., Chamber of Commerce, and I 
have been made chairman of a low-cost housing committee. 
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I have lived in Peru 13 years, and I have found over this period of 
time that in my opinion we do not have enough homes for our factory 
workers and folks in the lower income bracket. ; 

We have several of our businessmen—namely, 4 lumberyards, 
our plumbers and_ electric men and _ contractors—who have 
agreed to band together, using local labor, using material from our 
local lumberyards, and build a 4-bedroom house that is approved, or 
we hope to have approved by the FHA under the section 8, title | 
program. That house, as you gentlemen know, has bathroom fixtures, 
a kitchen—the walls on the inside are not painted, with the exception, 
I believe, of the kitchen and the bathroom. The outside is painted. 
1 have blueprints with me showing the Peru version of this house. 
It is 37 feet long and 2414 feet wide, with 4 bedrooms. 

While the bedrooms aren’t large, they would be comfortable for a 
family with several children. 

I proposed to our chamber of commerce members here several weeks 
ago that the businessmen of Peru, in Miami County, sponsor these 
homes. In working with people, and being on the bench myself, 
several years ago, I have found that the average workingman who has 
several children, and who is paying for his automobile and his tele- 
vision set, refrigerator, and so on, does not accumulate a downpay- 
ment large enough to qualify him to move into one of these low-priced 
homes. 

Senator Rozertson. Before you get to the downpayment, you didn’t 
tell us what this house is going to cost. 

Mr. Watiace. Under title I, section 8, the house would be approxi- 
mately $5,700, and with the lot, somewhere between $6,200 aoa 5900 
total. 

Senator Rosertson. Will it have central heat or not? 

Mr. Wauxace. Under the FHA plan, I believe you do not have to 
have the heating plant. You can use an oil stove. In some cases, they 
do put a stove in, and in others they do not. 

Senator Rozertson. Will it have any cellar? 

Mr. Watxace. No, sir. It is either slab construction or is built up 
on posts with a cross base under the house. 

Senator Rosnerrson. What will it be constructed of ? 

Mr. Watxace. It will be constructed of, in our case, 2 by 4’s and the 
ceiling would be exposed—that is, the rafters would be exposed—and 
it would be covered with 32-ply, 32-pound construction paper, mounted 
over insulating material. The partitions would only come up to 8 
feet, except in the bathroom. So that the heating system would be 
able to heat the rest of the rooms without piping to each individual 
room. 

Senator Rogerrson. Maybe you would have 4 bedrooms, and it is 
sort of like a ward where you oes a partition between each room, 8 
feet high. Is that your plan? 

Mr. Wauzace. Yes, sir. 

Senator Rosertson. And all the rafters in the top are exposed. 
You don’t have any ceiling across there? 

Mr. Wattace. No, sir. 

That idea is being used, by the way, in many homes costing up to 
$35,000 and $40,000, especially in Florida and California, and so on. 
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Senator Ropertrson. Would it add much to the cost if each bedroom 
was made strictly a private room? To carry the wall up to the ceiling, 
and then have a ceiling? What would that add to it? 

Mr. Watxace. It would add several hundred dollars, and would 
really put it out of the class of this section 1. 

Senator Roserrson. Have you ever built one of these houses and 
tried to sell it? 

Mr. Watuace. No, sir. But other companies have. I believe they 
are doing it in South Bend. There are some prefabrication com- 
panies which have such a house in plan. In fact, we have two of — 
in Peru. But this idea of mine was that we go along and build 1 
with our own folks in town, with local labor and local material. 

The CuatrMan. Let me say this: It doesn’t depend upon the cost 
of the house or the kind of house. If we let him get along for 4 or 5 
minutes more, I think we will get into what he is recommending. 

Mr. Watuace. The next problem is that if we had a plan that was 
legal with FHA—and it is our opinion, after visiting Mr. Charles 
Dawson and his staff at Indianapolis, who is head of the FHA in 
Indiana, that a home of this sort has to be “owner lived in.” 

This plan would be that the businessman or the relative or the pro- 
fessional man would add to the amount of money that the homeowner 
had. In other words, if the downpayment comes to $400, and the 
worker had $100, the businessman would add an additional $300, 
making a total of $400. Then the businessman would be responsible 
for the payment each and every month for 25 years or, as is your 
proposed idea, of some 40 years. 

The homeowner would then, in time, pay the businessman off, 
would have an established pattern of paying, and would be able to 
continue the payments through the bank or the various lending agen- 
cies, which are backed by FHA. 

It is illegal, as I understand it, for a home to be sponsored that way. 
It must be owner lived in. 

The Cuatrman. There are two prongs to his suggestion. No. 1 is 
that either an association in a city or a manufacturer or a business- 
man be permitted to guarantee for his employees X number of these 
homes, which he can’t do now under existing law. 

The second thing is that these houses be, let’s say, two-thirds fin- 
ished, and the man buying it would go in and finish it with his own 
hands, and at his leisure any time he cared to, like finishing the inside. 
This plan you were talking about of the rooms, he could “finish them 
if he wanted to, later. 

Senator Roperrson. Yes. 

The Cuarrman. As a result of not finishing the inside and permit- 
ting the owner to do it himself, as he goes along, I think he would 
save about 25 percent of the cost of the house, or is it 20 percent? 

Mr. Wauiace. I didn’t understand that, sir. 

The Cuamman. What do you save in dollars by permitting the 
owner to finish it himself? 

Mr. Watxace. Anywhere from 25 to 40 percent, depending wpon 
how fancy he wants to make the inside of his home. 

Senator Rosertson. Is it your contention there are a great many 
people in your section who can afford to buy an automobile costing 
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$2,500 to $3,000, and television costing $200 or more, that can’t pay 
$100 down on a house when he buys it # 

Mr. Watxace. I know that a lot of working people throughout our 
country, when they get a few dollars ahead, they go out and trade 
their car or get something. They just can’t have that extra cash lying 
around. We are certainly thankdul that they do that, because they 
spend their money. There are just ever so many people we can’t save. 

Senator Rozerrson. Is it your theory that a man with a wife and 
two children, spending everything he makes on things he doesn’t have 
to have, that he will suddenly turn around and pay for a house? 

Mr. Watxace. I believe when he moves his family in and starts to 
put time in, and it becomes a home that he can sometime own, that he 
will do all in his power to make those small payments. 

You see, on these homes, the payment would be about $39 a month, 
and he would still be able to pay on his used car and still be able to pay 
on other items. It won’t tax him completely. 

nator Roserrson. If his employer or a group of local businessmen 
have sufficient confidence in his moral integrity and moral risk to pay 
for this house, when he can’t pay anything down to start with, why 
wouldn’t they be willing to make the downpayment and take a second 
mortgage on it? Why do they have to be guaranteed 100 percent, as 
we provide for those in slum clearance, where they are being moved 
out and everybody knows that they can’t buy a new house, and we 
can’t give them 100 percent. You want the same treatment for your 
kind of a house, which is not developed in any slum clearance or re- 
development. 

The Cuarrman. Senator, he is not a builder. He doesn’t intend to 
build and sell houses. That is not his idea at all. 

Senator Rozerrson. He is representing the chamber of commerce / 

The CHarmman. He is just a manufacturer in Peru, Ind., and a 
member of the chamber of commerce. I think you have got the idea 
that he is trying to sell us a house. 

Senator Roserrson. No; I am not getting that idea at all. He is 
selling us an idea. 

The CuarMman. Purely an idea. He isn’t even in the building 
business. 

Senator Rozerrson. I just wanted to see what his idea was. 

The Cuarrman. What he is recommending here is that a manufac- 
turer or a businessman be permitted to guarantee 1 or a dozen or 25 or 
50 or 100 houses, guarantee the payments to FHA. And then that 
FHA could accept mortgages on houses that aren’t completely 100 
percent finished on the inside, and the man that buys it will be expected 
to finish it. 

Senator Roserrson. Of course, the man that guarantees that kind 
of mortgage, if the Government is going to guarantee him 100 percent, 
he has a house—— 

The Cuairman. If the Government is going to what? 

Senator Roserrson. If FHA is going to insure him 100 percent, I 
don’t see where the local people are taking any risk. 

The Cuarrman. I think they would be taking 100 percent risk. 

Mr. Wautuace. Yes. The local businessman 

The Cuairman. The local businessmen are guaranteeing FHA 100 
percent payment of a house. All you are doing in this instance, FHA 
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is just making it possible to get the money, and these businessmen 
would guarantee FHA 100 percent that it would be paid. 

Senator Rozertrson. I am not an expert, and I don’t pretend to know 
much about these complicated housing programs. Is that the way you 
understand that? 

Mr. McMurray. That is right. 

Senator Roperrson. Would you state it again for the record? _ 

Mr. McMurray. His idea is that the FHA would insure the title 
I, section 8, mortgage. 

Senator Rosertson. Up to how much? 

Mr. McMurray. Up to $5,700, which is the maximum amount. 

Senator Rozertson. But would $5,700 be 100 percent guarantied ¢ 

Mr. McMovrray. That is 100-percent insured by the FHA. 

Senator Rozertson. That is what I thought. 

Mr. McMurray. But in addition, his plan would be that the busi- 
nessman or the company would be the mortgagor, and not the person 
living in it, as is presently required, and the result of that would be 
that you have a further insurance—— 

Senator Roperrson. How can a man be a mortgagor who is con- 
veying title to somebody else, if he doesn’t have the title? 

Mr. McMurray. It would certainly have to be clear, I would guess, 
that the executive or the businessman would have to hold title, and 
probably they would have a purchase-lease arrangement, whereby 
the first tenant would eventually pay off the necessary downpayment 
and get his equity, and then they would transfer title. 

Senator SPARKMAN. Well, his proposal—he is not proposing a new 
law. He is proposing a new type of housing under existing law. 

Mr. McMurray. No, sir. I think where you really have title I, 
section 8, which permits the construction he is talking about—right 
today you can build a house, I think, along the same lines. In other 
words, it doesn’t have to be completely financed under title I, section 
8, but he is proposing changing the law to permit someone other 
than the person living in it to hold the mortgage. 

The CHAtRMAN. You see, under the law now, a man must live in 
the house. Otherwise, he can’t get an FHA mortgage under that title. 

Senator Sparkman. That is right. 

The CuHarrMan. What he wants to do, or is suggesting we change 
the law to permit a manufacturer—he is a manufacturer, and he might 
have some contractor put up 25 houses for his employees, you see, 
and he would seli them to them, just as they do now, excepting that 
he would guarantee the payments, guarantee FHA that they would 
be paid. 

If these people never paid for those houses, then his company would 
be obligated to pay FHA for them. In other words, what he is trying 
to do here is to set up a program so an employer of people can help 
his people to secure houses, or an association or a group of business- 
men in a given town would go together and form a little syndicate 
and do the same thing. The big reason for recommending it is that 
then they could build houses for 25 to 40 percent less, that weren’t 
finished on the inside, and permit the — of the house, or the 
man that bought it, to finish painting, maybe a room at, a time, and 
do this, that, or the other thing, thereby getting the monthly payments 
down to as low as $35 to $40 a month. I think it has a lot of merit. 
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do it. 


Senator Rozertson. What is going to happen to these houses now! 
Families during an acute shortage, let us say, of housing, high prices, 7 
and everything, would live in a house because they had to, and not F 


because they wanted to or not because they liked it. 


What is going to happen when conditions get more normal and hy 
can build a house that is a house and not just a shell of a house! 7 
Where he has ceilings and not just 2 by 4’s that he looks at when he 7 
gets in bed at night, and has regular builtup rooms instead of an 8- ~ 
foot partition, like the barracks we had in World War I, where you 


would put a piece of wire and a little sheet in between them. 


The Cuamman. If you had 10,000 such units in Washington, D.C, 7 


at the moment, in these sections that they are talking about in the 
newspaper, you would certainly have a very, very desirable situation. 

Senator Roserrson. In 10 years we might have a very undesirable 
situation. I have always admired our British friends, who follow 
the law of primogeniture where the property goes to the oldest son 
each time. When they built a house, they built it for as many gen- 
erations as they could contemplate. During the last 10 years we have 
encouraged people to build houses, with Government aid, over the coun- 
tryside which are really an eyesore. I know a man who is in there, 
whenever he feels he can do better for himself, he is going to do it. 
We have plenty of them on the outskirts of Washington that are no 
better than a dog kennel. 

The CHairman. Well, go ahead. 

To me, it has a lot of merit. I don’t know just what the laws are. 
I certainly want to take it up with the housing people. But to me, 
it seems it has a lot of merit. 

Let’s not get confused, here, on showing blueprints of a house, or 
the fact that it has rafters, because that hasn’t anything to do with 
what we are talking about at all. This plan would likewise work if 
the house were 100-percent completed, the idea being to permit a 
manufacturer or an employer or an association of employers to go 
together and guarantee FHA that they are going to receive 100-per- 
cent payments, in order to get low downpayments and low monthly 
payments. 

Senator Ronerrson. Mr. Chairman, I may remark it is unfortunate 
we can’t print pictures. This picture looks pretty good. 

The Cuarrman. That ismy point. The house doesn’t enter into this 
picture at all, because it could be a completed house. The fact is it 
could be a $15,000 house or a $5,700 house. 

You say the law now prohibits anyone, except the occupant of the 
house, to have an FHA mortgage? 

Mr. Watxace. That is what I understand. 

The Cuarrman. On thattype. That is an unfinished house ? 

Mr. Wattace. That is right. 

The Cuarmman. Where it isn’t completely finished ? 

Mr. Watxace. Gentlemen, the real problem, as I see it, is that these 
working folks, when they go to a beat or a lending agency, they are 
turned down, because they haven’t established a pattern of paying. 
They can’t get credit. There are literally, in my opinion, just mil- 
lions of people that can’t get credit and want homes and are entitled 
to homes. Because they have 3 or 4 children, the lending agency says 
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you have so many children and you need so many clothes and this and 
that, and by golly, they are deprived. 

Whereas, their employer and friends and father-in-law, and so on, 
could help them. He can’t make a payment of $400 or $500, but they 
could help him with the downpayment and guarantee that payment 
over a period of years. reed 

The CuamMan. The reason you have this blueprint is because you 
are putting up some of those houses, now, in Peru? 

Mr. Watxace. That is correct, processed through the FHA. 

The Cuamman. Your plan or idea doesn’t encompass a specific type 
house ? 

Mr. Watxace. Only this title I, section 8, house. 

Our plan is just to give homes to people that now just cannot have 
them, cannot qualify. 

The Cuarrman. In other words, you are thinking in terms of my- 
self, as a manufacturer, that I might help 20 or 30 employees that 
could not afford any downpayment, and could not afford any high 
monthly payments. I could put up 20 units and guarantee FHA. 

Mr. Watuace. Or even one. If we have a million businessmen in 
this country, and each one did just one house, we would give our 
working people a lot of help. 

The CuarrmMan. Of course, if the law was changed to permit FHA 
to finance multiple ownership of houses, that is all we would need to 
do. 
Mr. Watxace. Inasmuch as these houses are not painted and all, 
and they don’t have closet doors, the man living in the home is going 
to make the house more valuable by putting in tile and doors, and he 
is going to be spending that money right in his hometown. 

The CuatrMAn. There is nothing unusual about a man building a 
house, and only partially finishing it and living in it while he is finish- 
ing it. 

| know a particular individual who, over a period of 3 years, built 
his house. 1 remember first he didn’t have a back porch, and he later 
put on a back porch. In fact, he didn’t even paint the house much 
inside. There 1s nothing unusual about that at all; it has been going 
on for 200 or 300 years. But FHA will not permit it in their opera- 
tion. That is your point? 

Mr. Watiace. Yes, sir. 

The Cuatmrman. They will permit it, but only on the basis if the 
man lived in it himself. 

Mr. Wauxace. I believe the man himself has to have the money. 

The Cratmrman. You haven’t prepared any amendment to this bill, 
to do what you are recommending ? 

Mr. Watuace. No, sir. We could. 

The CuarrMaNn. Will you spend some time with Mr. McMurray and 
other members of our staff, to get into the details of this, to see just 
what can be done, if anything, or if it should be done. 

Mr. Watuace. Yes, sir; I will be glad to. 

The Cuarrman. Any questions, Senator Payne or Senator Bush? 
Is it clear what this gentleman is recommending? It seems to me 
that it has considerable merit. 

Senator Busn. If I understand it—I came in a little late—but his 
suggestion would contemplate substituting credit by the employer, 





668 HOUSING ACT OF 1954 


really, or some other credit, friends or employers, for the credit of the 
occupant ? 

Mr. Watuuace. That is right. 

The Cuamman. That is right. In order to encourage FHA to 
permit houses to be financed that are not completely finished so that 
the man that buys the house can finish it himself from week to week 
or month to month. 

Senator Busn. What is the incentive of the friend or employer to 
do that? Is there a financial incentive, or is it purely a social 
incentive ? 

Mr. Wautace. Purely and simply, there would be no financial in- 
centive at all. Just a means of helping his employees, and making 
them better satisfied and saying, I believe if a man is housed properly, 
he makes a better employee and a better citizens. Eventually, if he 
owns that home, he will take more of an interest in his city and in his 
life. 

The Craiman. I don’t think it would work in a big city, but in 
smaller towns it might work even where the city would guarantee these 
payments in order to eliminate a certain slum district. 

Senator Busu. In some instances, we find an employer building 
houses, 25, 50, or 100 houses, which he will rent, or sell, to employees 
of his company. But he, heretofore, has been financing that on his 
own credit, and perhaps others would have done that if they had had 
available the financing offered by the FHA. 

Mr. Watiace. That is right. 

Senator Busu. What you are seeking to do is to encourage em- 
ployers, therefore, to build such groups of houses, or individual houses, 
so as to get their employees to own their own homes and so forth. But 
instead of your doing it through the normal channels, you are using 
Government credit, so to speak, to establish the major basis of the 
financing for this enterprise. Under this plan, who puts up the equity 
money, where it is required? Does the company do that, the employer 
or friend ? 

Mr. Wautace. The employer or friend. Or the homeowner, the 
eventual homeowner, may have $100, where he needs $400, so the 
employer or friend would loan him, on contract, the extra $300. Or 
maybe he has $200 and he only has to have an extra $200. 

Senator Busu. So, in effect, you step in and put up the extra equity 
that is required. It is just so you can do that, just the same as though 
he put it up? 

Mr. Wau.ace. That is right. 

Senator Busu. How do you get it back, under your plan? 

Mr. Watuace. We have a contract with that homeowner, and the 
homeowner can pay the friend or businessman back, over a period of 
months, or weeks. 

Maybe his wife or his youngsters may get a job, and as soon as they 
are able to pay off the businessman, then the businessman can take the 
individual down to the bank and show that he has paid off, that he 
has paid over a period of months. His credit is well established, and 
from then on, it can be turned over to the owner, so that he can qualify 
with the bank and the owner can continue paying. 

Senator Busu. You anticipate that after a few years, he can re- 
ree the whole deal, that an equity will have been established by 
that time? 
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Mr. Watxace. And improvements in the home, too, because the 
individual will be putting in tile and painting it, and the home will 
be more valuable. 

Senator. Busu. The only thing I don’t see, Mr. Chairman, is when 
do you begin to get out of the equity which you put up? 

The Craiman. The businessman never gets off the contingent 
lis ibility. 

Senator Busu. He takes a deferred position, then? 

Mr. Watuace. That is right. 

Senator Busu. And he receives no current payment, no monthly 
payment, and looks forward to the refinancing to bail him out, so to 
speak. Is that right? 

Mr. Watnace. That is right. 

The Cuarrman. FHA has everything to gain and nothing to lose, 
it seems tome. I thought it had a lot of merit. That is why I am 
encouraging questions, to see the weaknesses. 

Senator Busu. Is there any reason why this can’t be done under 
the present law ¢ 

The Cuarrman. Yes, because it is against the law. 

Senator SparkMAN. It is merely a shifti ing of the borrowing power, 
from the individual owner te the group owner. Then let the group 
owner sell it to the individual. We do it in all other FHA programs. 
It can be done in every other FHA program. 

The Cuarrman. For example, here is what it means. Take my- 
self, or you—you are a manufacturer. Say four of us go together. 
If we wanted to build six homes, we would offer to use our own 
credit, or we would have to put up our own money. Under this plan, 
FHA would handle the whole thing. We would put up nothing, ex- 
cept we would guarantee it. If the six houses were built, and six 
people were sold to, if they pay those mortgages off 100 percent, we 
would never have to put up a nickel. All we are using is our credit 
and goodwill to an the FHA to go ahead and do it. But we are 
loaning to the people that are buying the houses, maybe half of the 
down payment, or maybe all of it, and we are likewise permitting 
this house to be partially finished with the owner to finish it as time 
goes on. FHA can’t do that at the moment under this title, because 
under existing law, if a house isn’t finished, FHA can only handle the 
mortgage if it is going to be owner occupied. 

Mr. Wattace. In P eru, with a population of about 15,000, we be- 
lieve-—— 

The CuarrmMan. It says here, “The mortgagor shall be the owner 
and the occupant of the property at the time of the insurance and 
shall have paid on account of the property at least 5 percent of the 
commissioner’s estimate of the cost of acquisition of cash or its equiv- 
alent, or shall be the builder constructing the dwelling, in which case 
it shall not exceed 85 percent.” 

Mr. Wattace. We believe we could build about 50 homes in our 
community of about 15,000. 

The CuarrMan. You mean your company—— 

Mr. Wattace. Our businessmen in Peru. 

The Cuatrman. Your businessmen’s syndicate there ? 

Mr. Watxace. Individually, or otherwise. Each businessman can 
go to his own contractor, or lumberyard, and we will have it available 
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to everybody in Miami County or everybody in the country for that 
matter. Then these people could own a home like this, 

The Cuarrman. Well, we will certainly talk to the housing people 
to see where the loophole is in thisthing. I don’t see it. 

Senator Sparkman. If I understand correctly the recommendation 
of the housing people, when they were before us, they are proposing to 
consolidate section 8 of title I with section 203. I suppose if that is 
done, and I see no reason for its being done, but if it is done, it would 
be your suggestion that this be transferred right over with it. 

r. WaLLace. Yes, sir, Senator. 

The Caiman. Any further questions? 

Thank you very much, Mr. Wallace. I think you certainly have 
an idea with a lot of merit. Will you work a little bit with the staff / 
~ Mr, Watuace. I will be glad to, Senator. 

The CHamman. Our next witness will be Mr. Tuemmler, of the 
American Institute of Planners. 

Mr. Tuemmler, you proceed in your own way. 


STATEMENT OF FRED W. TUEMMLER, AMERICAN INSTITUTE OF 
PLANNERS 


Mr. TuremmMirr. Thank you, sir. Mr. Chairman and members of 
the committee, my name is Fred W. Tuemmler. I am a member of the 
American Institute of Planners and chairman of its special committee 
appointed a few weeks ago to study the proposed Housing Act of 
1954 and to make recommendations for action to be taken by the 
institute at its 37th annual meeting which took place this year, March 
11 to 14, at Dayton, Ohio. 

A resolution was adopted at that meeting by the board of governors 
and I have been asked by Prof. John T. Howard, newly elected presi- 
dent of the American Institute of Planners, to submit it to you, and to 
comment briefly on a few of its salient points. 

We appreciate, Mr. Chairman, the opportunity that has been 
afforded to us to appear before your committee this morning. 

The American Institute of Planners, as provided for in its consti- 
tution, is devoted to the “planning of unified development of urban 
communities and their environs and of States, regions, and the Nation, 
as expressed through determination of the comprehensive arrangement 
of land uses and land occupancy and the regulation thereof.” 

The nearly 1,200 members of the institute are to be found in most 
of the official planning bodies and many of the redevelopment agen- 
cies, at Federal, regional, State, and local levels of government 
throughout the country. They are at work in all the major metro- 
politan areas and many of the cities and urbanized counties. A small 
percentage are in colleges and universities where their energies are 
devoted to training the men and women needed to carry on with di- 
rect “ew the important work of guiding the communities’ design 
and development and devising the means and measures to prevent and 
protect these communities against their physical, economic, and so- 
cial deterioration and decay. 

The pending legislation, therefore, is of vital interest to the plan- 
ning ane and to planners everywhere. The American Insti- 
tute of Planners was among the supporters of the Housing Act of 1949, 
and since its enactment many members have played significant roles 
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in the beginnings that have been made in the big task of ridding our 
cities of slums and creating a healthy urban environment through 
redevelopment. 

Weare aware, however, that the processes of urban degeneration and 
obsolescence have been moving at a faster rate than our rebuilding. 
To stay the hand of decadence, additional help is needed and we are 
pleased that the Administration has accepted the major proposals of 
the President’s Advisory Committee on Government Housing Policies 
and Programs for furnishing Federal assistance in this field. 

The pending legislation holds the promise of providing the planner 
with additional and more effective weapons to doht blight and arrest 
urban decay, thus insuring a longer, healthy life expectancy for exist- 
ing old communities while the work of clearing, replanning and re- 
building outworn areas goes on. 

For these reasons, the American Institute of Planners, in its reso- 
lution has given general support to the bill now under consideration. 
In doing so, it endorses certain provisions of the bill, urges the in- 
clusion of several additional provisions, and clarifying sections, and 
recommends other modifications. 

I should like now to read the resolution, and afterward to comment 
briefly on one or two items: 

I have the original of this, which I would like to submit for the 
record, 

The Cuarrman. Without objection, it will be made a part of the 
record. 

Mr. Turmmtrr. There is also a letter of transmittal from Mr. 
Howard. 

The Cuarrman. It will likewise be made a part of the record. 

(The letter and resolution follow :) 

AMERICAN INSTITUTE OF PLANNERS, 
Cambridge 88, Mass., March 17, 1954. 
Hon. Homer EB. CAPEHART, 


Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

Dear SENATOR CAPEHART: I have the pleasure to transmit herewith a reso- 
lution of the American Institute of Planners offered in support of the proposed 
Housing Act of 1954. 

This resolution was prepared during the annual meeting of the institute just 
completed, by a committee under the chairmanship of Mr. Fred Tuemmler, 
who has given the bill and the subject extensive study. 

I have asked Mr. Tuemmler to appear before your committee on behalf of 
the institute. He wil present this resolution to you and will provide a sup- 
plementary report as well. 


Very truly yours, 
Joun T. Howarp, President. 


RESOLUTION OF THE AMERICAN INSTITUTE OF PLANNERS SUPPORTING THE PROPOSED 
Hovusine Act or 1954 


Be it resolved, That 

1. The American Institute of Planners supports the general principles which 
underlie the pending bills, H. R. 7839 and 8. 2938, identical bills known as the 
proposed Housing Act of 1954, as an aid to urban housing improvement and as 
a stimulus to metropolitan planning. 

2. The American Institute of Planners recommends that long-term credit for 
existing old and obsolete dwellings, under the provisions of title I of these bills, 
be extended only on mortgages or loans for purchase or rehabilitatior. of prop- 
erties which are located in areas designated by local public agencies and which 
are in full conformance with the general planning for the locality. Subject to 
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this qualification the institute also endorses the provisions of section 220 in the 
proposed bills providing for mortgage insurance of rehabilitable buildings on the 
same basis as mortgage insurance for new structures. 

3. The American Institute of Planners endorses the provision contained in the 
porposed title IV for the amendment of title I of the Housing Act of 1949 to 
provide for the recognition of urgan renewal areas, urban renewal projects, 
urban renewal plans, Federal aid to rehabilitation and conservation efforts, the 
establishment of demonstration programs, and an urban renewal service. 

The American Institute of Ptanners urges the adoption of a financial formula 
which will assure that local communities are not required to contribute more 
than one-third of required costs for redevelopment or rehabilitation. The insti- 
tute urges, further, the adoption of additional provisions in title IV which will 
assure that local public agencies make determinations as to the area of urban 
renewal projects, and which will require the adoption of objective Federal 
standards governing programs of planning and rehabilitation. The institute 
endorses the provisions of title IV by which nonresidential areas can be rede- 
veloped for commercial, industrial, or other purposes in accordance with the 
urban renewal plan. 

4. The American Institute of Planners endorses the provisions contained in 
the proposed title VII for Federal matching grants to State, metropolitan, or 
regional planning agencies for metropolitan or regional area planning; to State 
planning bodies for planning assistance to communities under 25,000, and recom- 
mends that counties be eligible for such aid. The institute urges that the bills 
specifically authorize expenditure of funds for training programs for increased 
personnel necessary to carry out the purpose of this title. 

5. The American Institute of Planners urges the adoption of effective measures 
to support the financing of private and public housing construction and in ade- 
quate volumes to meet national and local needs of all sections of the population. 

6. The institute recommends clarification of the definition of urban renewal 
projects to make possible the inclusion within urban renewal programs of open 
land necessary for sound community development and growth. 

7. The board of governors of the American Institute of Planners authorizes 
and directs the transmittal of copies of this resolution to the committees of 
the Congress of the United States concerned with this legislation and to their indi- 
vidual members. The president of the institute is hereby authorized to appoint 
one or more representatives to attend the congressional hearings to urge the 
passage of this legislation. 

The foregoing resolution was adopted March 13, 1954, by the board of governors 


of the American Institute of Planners at the 37th annual meeting of the institute 
in Dayton, Ohio. 


Joun T. HowArp, President. 
Attested to by 


Perry L. Norton, Beecutive Director. 
(The following was submitted with reference to the above :) 


MEMORANDUM FRoM Housing AND HOME FINANCE AGENCY ON FEDERAL FINANCIAL 


Alp FoR TRAINING PLANNING PERSONNEL—PROPOSED AMENDMENT TO HOUSING 
BIL or 1954 


In testimony before the Senate Committee on Banking and Currency on 
S. 2938, Mr. Fred W. Tuemmler, representing the American Institute of Plan- 
ners, recommended that the bill be amended to “authorize the expenditure of 
funds for training programs for the increased personnel required to carry out 
effectively the planning assistance which would be provided for by the grants” 
contemplated by the bill. Mr. Tuemmler read to the committee a resolution 
of the American Institute of Planners adopted by the institute’s board of gov- 
ernors on March 13, 1954, which urged that the housing bill of 1954 specifically 
authorize expenditure of funds for training programs for planning personnel 
needed to carry out the purposes of title VIT of the bill. 

It is quite true that federally assisted planning programs as well as fed- 
erally assisted urban renewal programs will create an increased demand for 
trained city planners and that there is already a shortage of personnel in this 
field. However, it nevertheless would be inappropriate for the Federal Gov- 
ernment to help pay for the training of planners. This more properly a func- 
tion of universities and colleges, both privately endowed and State-aided, of 
private foundations and scholarship funds, and of the planning, engineering, 
architectural, and related professions and their societies. By aiding our local 
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communities to undertake slum clearance and urban redevelopment and con- 
servation programs and by aiding municipal and regional planning, the Fed- 
eral Government will, of course, indirectly stimulate the training of additional 
planning personnel. Direct subsidies for this purpose, however, are no more 
warranted than direct subsidies for training persons in many other professions 
and seiences which contribute to the general welfare and which are in need 
of additional personnel. 

Mr. TurMMtER. In commenting upon these points, we should like 
to make it clear that in endorsing the urban renewal idea we regard 
the expanded concept not as a substitute for, but as a supplement to 
slum clearance and urban redevelopment. Conservation measures to 
protect older areas against the forces of blight, and salvation plans 
to upgrade and restore to usefulness neighbor hoods which are heading 
downhill, while important in an overall scheme for civic betterment, 
do not take the place of slum removal and rebuilding. 

It is hoped, therefore, that slum clearance and redevelopment proj- 
ects will continue to have a validity in their own right without being 
restricted solely to those that are part of larger areas in which reha- 
bilitation is proposed. 

Much of the existing State and local legislation will require amend- 
ments to enable communities to take advantage of the new concept as 
defined under urban renewal—and it would be disastrous if the slum- 

clearance and urban-redevelopment programs now under considera- 
tion in these areas were hindered or delayed because of the need for 
bringing State laws into conformity with Federal legislation. 

A much simpler procedure, oi course, would be, wherever possible, 
to let the term “redevelopment” or “redevelopment area” include the 
larger meaning. 

Furthermore, we are concerned about the failure to include in the 
bill an additional authorization for the expanded purposes of the 
Housing Act. Failure to do so cannot help but result in either cur 
tailment of the programs for which funds were authorized in the 
present act or in the requirement that supplementary authorizations 
be provided later for the larger program in the future. 

In urging the adoption of a financial formula which will insure that 
local communities are not required to contribute more than one-third 
of the amount required for the cost of redevelopment or rehabilitation, 
the institute is mindful of certain inequities which have resulted from 
the ruling that cities cannot be reimbursed for the cost of certain types 
of public facilities. Clarification of the language in the bill so that 
the city’s responsibility will be clearly de lineated is desirable. 

The institute considers of great importance its recommendation 
that the local public agencies be responsible for determining the areas 
for urban renewal projects. 

A clarification of the definition of urban renewal projects so that 
open land necessary for sound community development and growth 
be permissibly included within an urban renewal program is desirable. 
While the definition under section 411 of the bill—section 110 of the 
act as amended, page 82, lines 1 to 6—appears to take this need into 
account, the restrictions imposed by section 103 of title I of the act 
of 1949, which are continued under section 405, subsection A, has 
resulted, in the administration of the act thus far, in open land having 
been excluded. 

In endorsing section 701 of title VII, the institute has recommended 
that counties be eligible for the planning grants authorized for cities 
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under 25,000 and metropolitan and eens) jurisdictions. Many q 
egally defined metropolitan — 
areas but are urbanizing and face the problems of rapid community 4 


counties adjoining cities are not part of 


expansion. 

These are in as great need of the planning grants offered as are 
other oflicial agencies for which assistance is proposed. The recom- 
mendation that the bill specifically authorize the expenditure of funds 
for training programs for the increased personnel required to carry 
out effectively the planning assistance which would be provided for 
by the grants stems from our knowledge that even now the number 
of trained planners is in short supply. 

In support of this statement, I have here a copy of the March 1954 
proceeding of the American Society of Civil Engineers, separate No. 
423, entitled “The Training of City Planners,” by Howard K. Men- 
hinick, regents’ professor of city planning at Georgia Institute of 
Technology. In this article Mr. Menhinick says: 

The result of the rapidly increasing utilization of planning as an aid in the 
solution of the pressing problems that are facing cities is an acute shortage of 
well-trained city planners. This shortage appears likely to continue for some 
years because too few first-rate men are being trained for the profession. This 
is largely a result of the fact that not many college students know about the 
challenging needs and opportunities afforded by the comparatively new and 
rapidly developing profession of city planning. Today much city planning is 
being done by well-meaning but incompetent persons. There is not the needed 
competition for jobs that would weed out those who are not qualified. Cities 
suffer and the prestige of city planning as an important function of government 
is lowered. 

The American Institute of Planners fears that some cities, in their 
eagerness to embark upon a planning job, may do so with personnel 
ill equipped for the task and that much bad planning may result. 
Planners are not made such by mere designation but by training and 
experience. 

he institute believes that the planning profession plays a funda- 
mental role in the execution of any programs for urban renewal, 
conservation, rehabilitation, or redevelopment, for these programs 
will be of little consequence unless in each case they are part of the 
larger, comprehensive scheme for the community. The planner is 
concerned with the fitting together in harmonious relationship and 
balance of all the complex elements that make up his environment. 
Due recognition was given to the planner’s responsibilities in the 
report of the President’s Advisory Committee and by the President 
himself in his message to Congress. 

We, of the American Institute of Planners, are dedicated to the 
task of planning, building, and preserving our communities, lar, 
and ‘inal so that within them we can maintain the desirable neigh- 
oo of good homes in a suitable environment for adequate family 
ife. 

To this end we respectfully urge, with the modifications referred 
to in our resolution, the enactment of the proposed Housing Act of 
1954. 

The Cuatrman. Any questions, Senator Bush? 

Senator Busu. No, sir. 

The Cuatrman. Senator Payne. 

Senator Payne. No. 
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The Cuarrman. Senator Sparkman. 

Senator SpaRKMAN. No questions. 

The Cuarrman. It is a very fine statement. We appreciate it very 
much and we agree with you that someone must look after this 
planning. 

Mr. Turmmuer. Thank you, sir. 

The CuarrMan. Our next witness will be Mr. Carpenter of the Na 
tional Federation of Settlement and Neighborhood Centers. You 
have a prepared statement, Mr. Carpenter ? 

Mr. Carpenter. Yes, sir. 

The Cuarrman. Would you like to read it? 

Mr. Carpenter. Yes, sir. 

The CuatmrmMan. You may proceed in your own way. 


STATEMENT OF H. DANIEL CARPENTER, NATIONAL FEDERATION 
OF SETTLEMENTS AND NEIGHBORHOOD CENTERS 


Mr. Carrenter. Mr. Chairman, I am executive director of the Hud- 
son Guild, New York, N. Y., and housing consultant to the social edu- 
cation and action committee of said federation. 

The National Federation of Settlements and Neighborhood Centers 
which I am representing today has a membership of 260 member 
houses and 20 city, State, and regional federations. These local affili- 
ates are scattered in 87 cities, 31 States, and the District of Columbia. 

It is our organization’s firm conviction that adequate housing, within 
the financial reach of families of all incomes, is basic to good family 
life, sound neighborhoods and communities, and a decent standard 
of living. 

The National Federation of Settlements and Neighborhood Centers 
subseribed fully to the preamble of the National Housing Act of 
1949 which stated a decent home for every American family shall be 
the goal of the National Government. 

During the past 4 years far too little progress has been made toward 
that most desirable and necessary goal, therefore the National Federa- 
tion of Settlements and Neighborhood Centers will continue to vig- 
orously urge government at all levels—local, State, and Federal—to 
approach this serious and urgent problem with vigor, courage and 
boldness. 

We concede that we are not experts on finance, mortgages, and such 
technical aspects of developing a broad housing program, but we feel 
we have expertness on determining need for the program and its 
human values and community aspects. As part of a broad Federal 
program we believe the following aspects are essential : 

(1) That Federal Government concern itself with developing a 
program which will encourage and assist localities to eliminate slums 
and prevent further deterioration. 

(2) That the needs of the low and lower middle income families be 
given top priority. 

(3) That families of minority groups be given fair and equitable 
treatment. 

(4) That an adequate and humane relocation policy be followed in 
clearing slum areas. 

(5) That assistance oe given to cooperative housing: companies to 
provide homes for the middle income groups. 
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(6) That urban redevelopment and public housing be so planned as © 
to prevent the re-creation of ghettoes either on basis of race, creed, 


national origin, or ability to pay. 


(7) That adequate provision be made for necessary community 


facilities in public housing and urban redevelopment projects, such 
as schools, transportation, shopping, health resources, and community 
centers. 

(8) That new and rehabilitated housing should be an integral part 
of sound community growth and development. 

(9) That aids and assistance be given to permit home ownership 
where possible for the low- and niiiindeates families. 

(10) That adequate moneys be appropriated by the Federal Gov- 
ernment for assistance grants to localities for subsidies for low-rent 
housing at yearly rate commensurate with the need. 

The National Federation of Settlements and Neighborhood Centers 
is greatly disappointed in the small number of public housing units 
recommended by the President, particularly on top of the drastic cuts 
made in the program over the past 3 years. 

It is our conviction and faith that this, the greatest, richest, and most 
productive Nation in the world, can find the techniques and methods 
necessary to eliminate bad housing and slums with all their concomi- 
tant evils and ugliness, and in so doing will produce a healthier and 
stronger Nation, both morally and ceoauiadaniinn 

In our visits to cities and towns all over the United States we have 
been impressed with the magnitude of the general needs for housing 
of all kinds. Anyone visiting the neighborhoods our centers serve, 
particularly in large cities, can see clearly what is documented in the 
1950 census—the fact that there are 15 million substandard homes in 
existence. We can testify, too, to the tremendous surge in demand, 
coming from the undoubling of families, and from the surprising 
population “bulge” which has upset all previous demographers’ calcu- 
lations—with the earlier marriages and larger families creating an 
absolute necessity for more and bigger homes. 

The National Federation of Settlements and Neighborhood Centers 
is one of the agencies working in communities where defense industry 
has made an impact, and we ats been in a firsthand position to know 
the effects of internal migration. Ten million persons moved across 
county lines in 1950 and it is reasonably estimated that 9 million 
would be members of families, thus creating a need for about 3 million 
dwellings. Much of this movement has been to small communities 
under 2,500 and to the south and west, so that in many cases the total 
housing in a town must double and triple. In 1 town where we 
work, Warner Robins, Ga., a town of 12,000 to 15,000 has grown so 
fast it is not yet on the Georgia road map. In another, Moses Lake, 
Wash., the population jumped from 320 in 1940 to 5,064 in March of 
1953. The Mee of housing in these places is the first basic 
necessity and no other program can proceed until this is met. 

In our older cities where our work is longer established we have felt 
the change. The — in urban redevelopment, the building of 
superhighways and freeways has hit us with tremendous impact. It 


would be fair to say that at least one-third of our affiliated centers are 
facing the imminent question of relocation, since the old areas they 
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das have served are being torn apart, and huge population groups are 
"Ap a 
reed, having to be rehoused in other parts of the city. 

j This adds up to the fact that we see an expanding, growing popula- 
hity 


tion. Housing is the basic prerequisite for our families, and 1 if we are 





such im to meet the accumulated needs plus taking care of the new ones, we 
may need a total housing program which is more grandly conceived, and 
is big enough to have an effect. We know the tremendous resources 
part of this country, and believe that a total housing program which pro- 
; vides for less than 2 million homes per year 1s inadequate and not 
ship commensurate with our ability to produce. 
: By the nature of our work we come in contact with the low-income 
aes * families and are concerned with the part of the Housing Act which 
rent ji will affect them. Many of our members are among the half of 
z United States families which had less than $3,420 income in 1952, 
lers © and the 25 percent which had incomes of less than $2,000. Obviously 
nits ‘ it has not proved economic to provide private housing for this group, 
mae > although it has great need. If we assume that no more than 20 percent 
| of the family’s income should go for housing, then 25 percent of all 
a 5 families could afford no more than $33 per month, and the next 16 
ods ) percent, with incomes $2,000 to $3,000 could afford no more than 
a 5 $33 to $50. 
ind : How has it gone with families which in 1952 bought new FHA- 
' insured homes? Obviously, none have been sold to families with less 
oe ' than $2,000, and only 2.9 percent to families receiving from $2,000 to 
Ing | $3,000. From FHA data many of these families will spend more than 
he | 25 percent of their income for housing and some were spending nearly 
4 | 50 percent for this item. This means they are living on a slim margin 
mn and their purchase has been predicated on full employment. 
id, Unfertunately, private housing does not seem to be able to offer a 
ng program to meet the needs of half of our families and therefore we are 
a- distressed about the low number of public-housing units recommended. 
an We believe that there should be at least 200,000 provided for. We 
‘ have observed the distress and disorders resulting from slum clearance 
T'S ; or urban redevelopment because for half the families, public housing 
ry is needed and is not available. As a result more and worse slums 
rw are created, as desperate families crowd in where they can. . We know 
SS : the long waiting lists for housing, and particularly for apartments 
on of large enough size. To restrict our planning to only 35,000 units 
on seems to us to be uncalled for neglect of a large section of our popula- 
Ss | tion and a very meager program when compared with the demand. 
al | The new provision for 40- year $7,000 loan for new or rehabilited 
ref structures is an attempt to meet this problem, and may be helpful to 
30 some degree in smaller cities. But it is obviously not useful in the 
e, large urban areas where multiple dwellings must be replaced. And 
rf in these lar ge urban areas much of the pressing need for replacement 
ic is felt, particularly because multiple dwellings with inadequate light, 
air, and space become obsolete faster than single houses of the same 
t construction date. Our cities will not be helped by this provision, yet 
f it is there that the redevelopment is having most dramatic effect. 
t We urge this committee, and the Congress, to consider a housing 
e program commensurate with our productive ability and our great 
y need, so that all United States families can lock forward to ade- 


quate shelter in the not too district future. 
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The Cuamman. Any questions, Senator Sparkman? 

Senator Sparkman. No questions. 

The Cuamman. That is a very fine statement, and we appreciate it 
very much. 

Mr. Carrenter. Thank you very much. 

The Cuamman. We will certainly take into consideration your 
suggestions. 

The Cuatrman. We have one other witness this morning, and then 
we will be finished. Mr. Bialac of California. 

You have a statement, I believe. You can read your statement or 
talk extemporaneously from it. 


STATEMENT OF JERRY BIALAC, VICE PRESIDENT, RENTAL 
DEVELOPMENT CORPORATION OF AMERICA 


Mr. Brarac. I would rather read it, sir. 

The Carman. You proceed in your own way. 

Mr. Biatac. My name is Jerry Bialac, of Beverly Hills, Calif. My 
specialty is rental housing. Together with my father, Samuel G. 
Bialac and our associates, we plan, build, and operate low, medium 
rent apartment projects. I have the honor and privilege of appearing 
before you for the second time to present, as a private citizen, the 
opinions of many of my colleagues and agaiel and we feel that 
through our practical experience and specialized study of the rental- 
housing field and the mortgage market relative to rental housing, we 
may be able to contribute material that may help you in your en- 
deavors to improve the housing bill before you and solve serious 
inadequacies in the universally important industry I serve. 

I want to thank you for the courteous, helpful treatment I received 
on my first appearance before this important body. I return, con- 
fident and at ease, knowing that my suggestions will receive full 
consideration. This is doubly reassuring as I seem to be the only one 
testifying to any length on the vital rental problem. 

Last year I predicted a great decline in FHA housing starts. This 
came to pass. This year, in spite of the slow start of the first 2 months, 
will be the biggest year in housing starts since the war. The reason 
being, there will be plenty of financing available. Unfortunately 
this is only a temporary condition and as the ever-changing financial 
cycle runs on and demands on money increase from other sources, 
less and less will be available to the builders and construction will 
againslowdown. This need nothappen. You have heard expert test- 
imony before me on the huge number of living units needed in future 
years and a smooth flow fulfilling that need could be realized with 
the proper secondary or support market that would be brought into 
play when needed, not as a competition to private financing but rather 
asanaidtoit. A fine start has been made on this under title IIT of this 
bill. However, while the basic idea behind this is sound and could 
solve the problem, it is obviously—by the many changes and criticism 
of the actual workings and fees, which you have heard in previous 
testimony by both the builders and the bankers, and which I shall not 
repeat now, that a more extensive study be made of the section. As the 
revision of FNMA now stands, for rental housing at any rate, it only 
offers to give the builder a push as he stands on the precipice over- 
looking the chasm of certain failure. I therefore respectively submit : 
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1. That FNMA should be continued in its present form for another 
year. With a renewal of a plan similar to the 1 to 1 program but 
changed to a ratio of 9 to 10. In other words, for every mortgage of 
2100 bought, a certificate would be issued for a $90 commitment. This 
would allow FNMA to diminish its portfolio by 10 percent. No fur- 
ther funds would be necessary if FNMA would be allowed to sell short- 
term debentures secured by its portfolio. 

A commission of experts be appointed to investigate further and 
recommend more realistic fees and make further recommendations to 
perfect this very complicated and controversial title III of the hous- 
ing bill which, I am sure, can become very workable for everyone. 

Even distribution of mortgage money: I am sure that you gentle- 
men who are from the South, Middle West and Far West have heard 
many times from your constituents that the farther away from New 
York, the more difficult it is to get financing for a mortgage and the 
greater discount you must pay. This is not because the mortgages 
are not just as desirable but the mortgagees are reluctant to expend any 
substantial sums in areas which are not thoroughly familiar to them 
and where they have to rely on others for servicing and general su- 
pervision of their investment. They naturally consider these greater 
risks. 

One of the greatest hazards to our housing economy is growing 
daily. While the center of population moves westward at an acceler- 
ated pace, the center of finance remains in the far east. Therefore 
we Par, Sra 

That the term of the debentures that would be issued—only in 

case of failure of a project—would decrease and the interest: rate in- 
crease proportionately with the distance from the point of origin of 
the loan to the city that the actual project would be built. 

For example, the present debentures under 207 are for a term of 10 
years, at 234 percent. Under the proposal loans made in New York 
to a project in New York or near proximity would be entitled to deben- 
tures at that rate. A loan made in New York to a project in Indiana 
would get 9 year debentures at 27% percent and a oe made in New 
York toa project in Portland, Oreg. would receive an 8-year debenture 
at 3 percent. These rates are only arbitrary, the actual rates would 
be set by the Housing Administrator and w ould compensate the lender 
for his additional risk and would divert the flow of moneys more 
realistically into their proper markets. 

The CuarrMan. What is the advantage there? 

Mr. Braxac. Sir, as it stands now, the lenders are very, very reluc- 
tant to go beyond their front doorstep. By compensating them for an 
additional risk it would spread the money more evenly. They would 
be more inclined to give loans in California, or Oregon, or any other 
place, if they knew that if a roject failed, they would have that much 
more compensation there, mon they consider a roject in California 
is more likely. to fail because they haven’t got that close a watch on 
it, or Indiana, or New Orleans, or anyplace away from the East. 

The CuarrMan. They get their money back for their debentures one 
year sooner. 

Mr. Bratac, That is right. In other words, they say it is a greater 
risk and the Government. says, “If you consider it a greater risk, we 
will make much better compensation for you if it does go bad. But the 
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statistics have proven that the loans in the West are just as good, if j 


not a little better, and in the Middle West and the South, than the 
ones in the East. There has been just as big a record of failures in the 
East as there has been in the West. 

Senator Sparkman. Do you believe that the debenture, the terms 
ey to the debentures serve as much of an incentive for lending 
mone 

Mz, Beaten: A lot depends upon it, Senator. The actual risk of the 
loan is in the debentures. In other words, if the loan goes bad all 
they have to show for it is debentures, which are very good, but which 
they can’t turn in for that term of years. Their money is tied up for 
this lower rate. While they are close to Government bonds now, 
if they were given a litle more incentive, rather than an increase in 
the interest rates, which would be taken out of the pockets of the peop!e 
that would have to rent them, it would have to be tacked right onto 
that. 

I believe that a good study of it, to make the actual rates really work- 
able, would induce the insurance company to make more funds avail- 
able all over the United States. 

Senator Sparkman. Thank you. 

Mr. Brarac. Title IT, section 115: We support paragraphs 1 and 2 
of title II, section 115, and the first part of cero 3, up to and 
including $2,400 per room for elevator-type structures. 

As builders of large-scale apartments we have concentrated mostly 
on garden-type structures because of the more realistic financing-to- 
cost ratio and the availability of land close in to the heavily populated 
areas. However, in an alarmingly short time, because of the larger 
tracts of buildings filling in these areas and the fantastic pyramiding 
of land costs, which make the per unit price economically unwise, 
we are forced farther and farther away from the center of the city. 
The dangers of this condition are multifold; first, it is forcing more 
and more people to rely on their cars for transportation to their jobs 
in already overly congested streets; secondly, it is forcing the popula- 
tion to spread out, adding to the great and ever-increasing loud on 
the’school system’s shortages of schools and has made proper patroling 
by police departments impossible. I could go on and on, had I’m sure 
that isn’t necessary. 

The cure for this condition lies in more elevator-type structures 
which can stand the higher land cost by dividing the cost of the land 
into many more units. 

A step in the right direction has been taken by increasing the al- 
lowable room mortgage amount to $2,400 in the elevator-type struc- 
tures which is a 17 percent increase over room mortgage amount of 
walkup apartments—the actual difference in cost is over 20 percent— 
but then cancels this gain by limiting it to only $7,500 per family unit 
which amounts to only a 4 percent increase when the average room 
count is under 4. In order to make the provision workable the figures 


must be changed proportionately to 17 percent. Therefore, this sec- 
tion should be corrected to read: 


4. That in elevator-type structures the mortgage amount limitation be $2,400 
per room and $8,500 per family unit—less than 4 rooms. This increase would 
be in exact proportion to the walkup structures. 


May I expand in my remarks on this, sir? 
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I am afraid under this provision, limiting it to $7,500 that the build- 
ers are going to skimp on the room count and the room size, in the ele- 
vator-type structures, and by increasing it—if we say 17 percent, then 
the total cost should be raised 17 percent. Otherwise you will find 
more efliciencies and small one-bedroom apartments with small sized 
kitchens, which they must put in in order to build at that cost. And 
if given a realistic price they could and would want to put in bigger 
apartments. 

5. We are opposed to the proviso that present statutory mortgage 
limits would continue unless the President has prescribed higher lim- 
its. These higher limits are needed now and should be incorporated 
in this bill. 

Clarification of present statute: In the President’s Advisory Com- 
mittee on Housing report, on page 40, recommendation No. 14, reads as 
follows: 

Your subcommittee recommends that section 207 of the present statute be 
amended to clarify the authority of FHA to insure loans up to 90 percent of 
value but not in excess of $7,200. The statute is presently interpreted to restrict 
this special aid to projects in which all units have two or more bedrooms. The 
subcommittee recommends that this be changed to projects in which the average 
number of bedrooms is not less than two per unit. 

This is part of the bill that you passed last year. The FHA has in- 
terpreted it to mean if there is only one 1-bedroom unit in a project. 
and all the rest are 2 bedrooms it would still go on the 80 percent basis, 
rather than averaging it as I am sure you gentlemen intended it to be. 

Title II, section 128: 6. Weare in favor of eliminating any termina- 
tion date on this section as we feel it fulfills a definite need in the rental 
field. 

The construction industry in this country has grown far beyond the 
position it formerly occupied and is now one of the most important 
industries in the United States today. I include all phases of con- 
struction in this category, housing, commercial, road building, 
dams, and general construction which takes in construction of pub- 
lic buildings, schools, defense factories, and so on. 

The economic growth, health, defense, education and wealth of this 
country are all directly dependent on this industry, yet, the Govern- 
ment does not fully recognize or make full use of the mighty, but now 
disassembled arm. 

A Department of Housing and Construction should be set up and a 
new cabinet post of Secretary of Housing and Construction created. 
I know this is not pertinent to this bill, but I felt by bringing it to the 
attention of your Action Committee, at this time, that the movement 
would start. The choice of a Secretary of Housing and Constuction is 
ready-made and proven in the present Housing Administrator, Mr. 
Albert Cole. 

I again thank you for your consideration. 

The Cuatrman. Any questions, Senator Sparkman ? 

Senator SparKMan. No. 

The Cuatrman. I think your statement is very clear, and it speaks 
for itself. 

You make some recommendations. I don’t know whether they are 
good or not, but we will certainly go intothem. We are going to have 
them analyzed and we will consider each and every recommendation 
made by our witnesses. 
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Mr. Bratac. Thank you very much. 


The Cuamman. We will now stand in recess until 10 o’clock to- 
morrow morning, at which time we will have the following witnesses. 
United States Savings and Loan League, National Association of Home 
Builders, Disabled American Veterans, and Ralph Perk, councilman, 
city of Cleveland. 

e will now stand in recess until 10 o’clock tomorrow morning. 


( ee at 11:55 a. m., the committee recessed to reconvene 
at 10 a. m., Tuesday, March 23, 1954.) 
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TUESDAY, MARCH 23, 1954 


Unitep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess at 10 a. m., in room 301, Senate 
Office Building, Senator A. Willis Robertson, presiding. 

Present: Senators Capehart, Beall, Maybank, Robertson, Spark- 
man, Frear, and Lehman. 

Senator Roserrson. The hearing will be in order. The first wit- 
ness this morning is Mr. Charles E. Foster, representing the Disabled 
American Veterans. We will be glad to hear Mr. Foster. 


STATEMENT OF CHARLES E. FOSTER, ASSISTANT NATIONAL DIREC- 
TOR OF LEGISLATION, DISABLED AMERICAN VETERANS 


Mr. Fosrer. Senator Robertson, I am Charles E. Foster, assistant 
national director of legislation, Disabled American Veterans. 

We appreciate the opportunity to appear before you relative to our 
position on S. 2988, the Housing Act of 1954. 

Our interest in this bill is confined to those provisions which have a 
bearing, directly and indirectly, on the home loan program of the Vet- 
erans’ Administration, and the housing preferences afforded veterans 
by existing law. 

In enacting Public Law 346, commonly known as the GI bill, to- 
gether with its amendments, the Congress has enabled approximately 
3.25 million World War II and Korean veterans to acquire residential 
and farm dwellings for themselves and their families. Time has 
proven that the home-loan provisions of the GI bill has been both a 
social and economic gain to the Nation as a whole. 

Socially, because it has enabled millions of young veterans to start 
their families in the environment of a new home; economically, because 
it has been a stimulus to the building trades, and the repayment rec- 
ord of these veterans’ loans is without equal in the history of lending 
institutions. 

At the present time, there are still many millions of World War II 
veterans and Korean veterans who are now, or shortly will be in the 
market for homes or farms under the same credit terms. The DAV is 
alarmed that the amendments to title IT of the National Housing Act, 
as proposed by S. 2938, will impair the credit preference veterans 
now enjoy by extending virtually the same preference to nonveterans 
as well. 

In other words, if the Congress extends this credit preference, as 
provided in the bill, to everyone, the preference will cease to exist. 
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As a veterans’ organization, we are irrevocably committed to the prop- not Seq 









osition that veterans are a special class. Operating on this premise, jj erence 
we must necessarily oppose the cancellation of a veterans’ preference In a 
by the somewhat unique approach of extending such preference to Poker 
everyone. We may be criticized that this is a selfish position to take, je &® ‘a 
but as an organization representing America’s wartime disabled, we ing +\¢ 
sincerely feel that we have no alternative. mm tO ve 

We are likewise opposed to section 201 of the bill, beginning on “3 eligi?! 
line 9, page 40. If enacted, it would authorize officials of the execu. compe: 
tive branch of the Government to regulate the maximum interest rate ~ rent 0 
which may be established from time to time on residential and farm that # 
mortgage loans guaranteed by the Veterans’ Administration. my States 

The section provides that the rate of interest may not exceed 21%, 4 thereo 
percent, plus the annual rate of interest determined by the Secretary In di 
of the Treasury by estimating the average yield to maturity on out- o—_ 
standing marketable obligations of the United States having remain- | a eal 
ing maturity of 15 years or more, adjusted to the nearest one-eighth death ¢ 
of 1 percent. We 

The DAV vigorously opposed the increase in the rate of interest of the 
of GI-guaranteed home a farm loans from 4 to 41% percent. We ng 0 
have the utmost confidence in the elected representatives of the people ‘not | 
serving in the Congress of the United States and deplore the ie - expir 
tion of authority by Congress to officials in the executive branch of i 
the Government to tamper with the interest rate on GI home loans. oeec 

We have to recognize that such officials are far more susceptible to arate 
pressure from groups seeking an increase in the interest rates and we 4 " ‘Ag 
sincerely believe that if the Congress had not delegated authority of th 
to the Administrator of Veterans’ Affairs and the Secretary of the wild 


Treasury to increase rates of interest on GI home and farm loans, Se 
that the rates would still be 4 percent. 

oa : ; our 2 

If the provisions of section 201 had been in effect during the calen- Ay 

dar year 1953, the maximum interest rate on GI loans could have Se 

been 514, rather than the prevailing 4 and 414 percent. On the basis 


of the number of loans guaranteed by the Veterans’ Administration amt 
during this time, the increased cost to the veteran would have aggre- | i 
gated $429 million over the life of the loans. [a soprev: 
Looking at it from another angle, and taking the figure of $9,480 I 
as the average loan made to veterans in 1953, the increase in the in- 
terest rate from 414 to 514 percent would have cost each veteran, as mr 
additional interest. payment, $932.83 for a 20-year loan. The increase ; a 
in interest during the first year on a 20-year loan in the amount of a. = 
$9,480 would have been $70.72. Tr 
We, therefore, urge the Congress not to take any action which might q : 
tend to increase the interest rates on GI guaranteed loans by dele- 3 ~~ 
gating authority to the executive branch of the Government to fix f 
or determine the prevailing rate of interest. We should remember i 
there are still many millions of veterans in this country who will be i 
in the market for homes and farms within the next few years. These . 
veterans should have the same opportunity as those who have already on 
used their entitlement to GI guaranteed loans. - 
Title VIII of the bill would appear to eliminate the preference a 


accorded veterans by existing law to acquire Government-built hous- 
ing. Inasmuch as this preference is of but 30 days’ duration, we can- 
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not see any justification for discontinuing the present veteran pref- 
erence in the acquisition of surplus Government-built housing. 

In addition to the foregoing, we present for your consideration a 
proposed amendment to section 502 (b) of the Housing Act of 1948. 

Inder section 502 (b) of the Housing Act of 1948, the Public Hous- 
- Administrator, at his discretion, can exclude the amount paid 
to veterans for service-incurred disability or death in determining 
eligibility for admission to public-housing units. Disability and death 
compensation, however, is considered as income in determining the 
rent of such prospective tenants. We recommend to the Congress 
that section 502 (b) of the Housing Act of 1948—Title 42: United 
States Code, section 1404 (a)—be amended by adding at the end 
thereof the following: 

In determining net income for the purpose of establishing the rent to be 
charged any tenant in a low-rent housing project assisted pursuant to the United 
States Housing Act of 1937, the Public Housing Administrator shall exclude any 
amount paid by the United States Government to such tenant for disability or 
death occurring in connection with military service. 

We also recommend for your consideration that section 15 (8) (b) 
of the Housing Act of 1937, as amended, be further amended by strik- 
ing out “not later than 5 years after March 1, 1949,” and inserting 

‘not later than Maren 1, 1959.” This provision of the law, which 
expited March 1 of this year, extended a preference to veterans and 
servicemen applying for admission to low-rent housing. Our pro- 
posed amendment would renew and continue such preference until 
March 1, 1959. 

Again, I wish to express my thanks to the chairman and members 
of this committee for allowing us an opportunity to present our views 
with respect to the bill S. 2938. 

Senator Roperrson. On behalf of the committee, I want to express 
our appreciation of the statement you have made. 

Are there any questions ? 

Senator Leuman. On page 3, I think you are overly modest when 
you say: 

If the provisions of section 201 had been in effect during the calendar year 
1953, the maximum interest rate on GI loans could have been 5% rather than the 
prevailing 4 and 414 percent. 

I think it should have been higher than 514 percent, because, as I 
recall that section, the interest rate is based on the current interest 
rate on Government loans, plus a maximum of 2% percent. If I re- 
call, last year there was 1 Government loan issued—1 long-term Gov 
ernment loan issued—at 31 ; percent. 

Had that been taken as the criterion, with the added 214 percent it 
might have been 534 nore ent, instead of 514 percent. 

Mr. Fosrrr. I think that may be correct, Senator. I tried to be as 
conservative as possible, and yet be factual. I think actually it might 
have been higher than 514 percent. 

Senator Rorerrson. W ‘ith reference to your last statement about 
expiration on March 1 of section 15 (8) (b) of the act, the House 
passed an extension of that to August 1, so you might mention that 
to some of your friends on the House side.” We don’t have control 
over there. 
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Mr. Fosrer. I testified before the House committee and made the 
same recommendation, and I think they are going to take cognizance 
of the Senate on that matter. 

Senator Roserrson. Thank you very much. 

Mr. Foster. Thank you, Senator. 

(The following was received for the record :) 


SUPPLEMENTARY STATEMENT OF CHARLES BE. Foster, DISABLED AMERICAN VETERANS 


The following letter addressed to the President of the United States fully ex- 
plains the position of the DAV with respect to the proposed transfer of the Loan 
Guaranty Section of the VA tothe FHA. The letter follows: 


DISABLED AMERICAN VETERANS, 


March 1, 1954. 
The PRESIDENT OF THE UNITED STATES, 


The White House, Washington, D. C. 

Deak Mr. Prestipent: The Disabled American Veterans is alarmed over the 
recommendations of the Presidential Advisory Committee on Government Hous- 
ing Policy and Programs to transfer certain functions of the Loan Guaranty Sec- 
tion of the Veterans’ Administration to the Federal Housing Admiinstration, or 
some other Government housing agency. At every one of our national conven- 
tions, for the past 4 years, we have adopted resolutions opposing any move to 
transfer functions of the Veterans’ Administration to other Government depart- 
ments and agencies. 

As a congressionally chartered veterans’ organization, we have consistently 
followed the policy that all veterans’ benefits should be administered and directed 
by a single executive department of the Government. This policy is in complete 
accord with the platform of the National Republican Party, adopted at the Re- 
publican national convention in 1952. It is also in accord with your views, 
«uS expressed in the state of the Union message to the Congress on January 7, 
1954, 

The Disabled American Veterans has steadfastly adhered to the above principle 
because we sincerely feel that veterans’ problems and benefits can best be ad- 
ministered by a single executive department, and furthermore, the veteran will get 
better service under such a policy. We know, from past experience, that when 
the veterans’ program is administered and divided among a number of executive 
departments that service to the veterans suffers and that the cost to the Govern- 
ment increases. 

We sincerely trust that you will not take any action to transfer the functions 


of the Loan Guaranty Section of the Veterans’ Administration to other executive 
departments. 


Sincerely, 
Howarp W. Warts, National Commander. 


Senator Rozerrson. The next witness will be Mr. M. K. M. Murphy, 
representing the United States Savings and Loan League. 


STATEMENT OF M. K. M. MURPHY, PAST PRESIDENT, AND STEPHEN 


SLIPHER, STAFF VICE PRESIDENT, UNITED STATES SAVINGS 
AND LOAN LEAGUE 


Mr. Murpny. I am M. K. M. Murphy and I appear here as past 
president of the United States Savings and Loan League and vice 
chairman of the league’s legislative committee. Our 62-year-old 
league is a nationwide organization which represents about 90 percent 
of the $27 billion savings and loan business, serving more than 15 
million savers and homeowners in the country. By way of further 

rsonal identification, I live in Rutherford, N. J., and I am presi- 
vent of the Boiling Springs Savings and Loan Association, which is 
a relatively small neighborhood New Jersey financial institution with 
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$10,700,000 in assets and about 18 employees, serving 17,000 folks in 
our area. 

My colleague this morning in Stephen Slipher of the staff of the 
United States Savings and Loan League in Washington. 

The Housing Act of 1954 is largely a home-financing bill and since 
savings and loan associations finance more homes than any other type 
of financial instiution we naturally have a very deep interest in this 
measure. ‘The importance of our member savings associations in the 
home-financing field can be underlined by noting that last year savings 
and loans made 38 percent of all of the home loans in the country, 
helping over 1 million families to homeownership. 

The approximately $714 billion of loans made by our institutions 
last year was greater than the combined total of all FHA and GI loans 
made during the same period. It is also a larger sum by about $1 
billion than the combined home loans made by commercial banks, 
savings banks, and insurance companies last year. 

There are two other characteristics of the savings and loan operation 
which I wish to emphasize. Savings and loan associations are home- 
financing institutions first, last, and always. About 82 percent of our 
assets are invested in home mortgages. Unlike most other financial 
institutions we have always realized, and still do, our obligation to the 
concept of individual homeownership and thus deemphasize any alter- 
native investments which may be available to us; thus we are con- 
stantly in the home-mortgage market. 

There have been several times in recent years when changes in the 
Government bond market have caused a sharp reduction in the home- 
lending activity of some of the other types of financial institutions. 

Another characteristic is that savings and loan associations are the 
only home-financing institutions that do not place primary reliance on 
Government guaranties or insurance of home loans. We make 75 
percent of our home loans entirely on our own judgment and respon- 
sibility. All but 5 percent of the remaining loans are GI loans. We 
have actively cooperated in the GI home-loan program where, as the 
committee knows, a special act of Congress has provided a method 
for relieving veterans of World War II and the Korean conflict of the 
normal downpayment requirements. 

Title VL. Savings and loan amendments: Since title VI of the bill 
deals directly and exclusively with savings and loan associations, I 
should like to comment on that section before addressing testimony 
to the remainder of the bill. This title provides technical and minor 
adjustments to savings and loan law and also adds a new provision 
with respect to conservator and receivership procedures. 

Section 601 is a technical change having to do with the right to 
sue the Federal Savings and Loan Insurance Corporation. Section 
602 is an adjustment in the size of the maximum loan which Federal 
Home Loan banks may accept as collateral and section 603 (1) makes 
the same adjustment in maximum loans by Federal associations. We 
support these changes. 

Section 603 (2) amends subsection (d) of section 5 of the Home 
Owners’ Loan Act to set forth in detail the procedures under which 
the Home Loan Bank Board may enforce its supervisory directors 
and appoint conservators and receivers, and it also sets forth the 
rights of the Federal savings and loan associations involved. 
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The United States Savings and Loan League has given very impor- 
tant study to this matter for a number of years and we feel that it is 
very important that adequate provisions be set forth in the statute. 
There have been numerous ediibiganthe by our league with the Home 
Loan Bank Board, with various groups within the savings and loan 
business, and with some Members of Congress. The results of such 
conferences are reflected to a great extent in the language contained 
in this bill. We very definitely support section 603 and urge its 
enactment. 

The United States Savings and Loan League quite naturally has 
a comprehensive legislative program of suggested changes in the 
savings and loan law. We seedial that it is not appropriate to suggest 
the addition of elaborate legislation affecting our savings institutions 
in a general housing measure and accordingly we will ask the com- 
mittee at some later date to give consideration to our overall program. 

There are, however, four minor items which tie very closely to the 
purposes of the housing act and which we suggest could and should 
properly be included in the present measure. I have included at the 
end of my statement specific language to accomplish the amendments 
desired. The four items are: 

1. Increase in the ceiling on property improvement loans by Federal 
associations to $3,000, which change is consistent with section 101 of 
S. 2938. 

2. Permit Federal associations with 5 percent reserves, or greater, 
to invest up to 10 percent of assets in homes and homesites and to 
make loans on land which is to be developed into housing. The 
purpose of this section is to permit Federal associations to engage 
directly in redevelopment and rehabilitation of housing and thus play 
a more important part in the urban renewal program set forth in the 
currently seepedadl| housing act. 

3. Shorten the name of the Federal Savings and Loan Insurance 
Corporation to the Federal Savings Insurance Corporation. Senator 
Sparkman has introduced S. 286 to accomplish this change. Such a 
provision passed the House of Representatives in the 81st Congress. 

The purpose of the provision is merely to simplify the name of our 
insuring agency and to avoid the public misunderstanding which re- 
sults from the use of the word “loan.” The Insurance Corporation 
only insures the savings in our institutions and yet frequently the 
public feels that it is a loan insurance. 

4. An amendment which would change the formula for the accumu- 
lation of reserves in insured associations. The new formula would be 
based on net income and would not change the present mandatory 5 
percent reserve requirement. It would result in somewhat greater ac- 
cumulation of reserves and would also provide for additional re- 
serves beyond the 20-year requirement. 

We believe that these four provisions will help our savings institu- 
tions play a greater part in accomplishing the objectives of the Hous- 
ing Act. 

Title I. FHA: The first sections of title I deal with FHA property- 
improvement loans. These adjustments in ceiling and maturity will 
assist in the repair and rehabilitation of housing and thus implement 
the urban renewal program in the bill and we support them. The 
FHA title I program is, in our opinion, established on sound insur- 
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ance principles in which, as should be, the lender shares the risk and 
the premiums cover the cost and the necessary reserves for losses. 

The remainder of title 1 deals largely with the basic FHA program 
of loans for new and existing homes. The new provisions provide for 
a liberalization of loan-to-value ratios, increases in maturity to 30 
years, higher mortgage ceilings, and a significant new provision which 
permits the same liberal loans on existing homes as on new houses. It 
would appear that certain of these provisions have been drawn in the 
belief that the construction and home-building industry is entering a 
recession. Such a belief is certainly open to serious question. 

Home building is off to another banner year and our studied opin- 
ion is that, without any new legislation at all, more than 1 million new 
houses and apartments will be built in 1954, Last month, February, 
there were 71,800 private housing starts which is at an annual rate— 
seasonally adjusted—of 1,180,000, 

During the past year there was a great deal of discussion of making 
the FHA program a truly self-supporting private-enterprise opera- 
tion, conducted on sound insurance principles. Basically the bill 
moves away from, rather than toward, a more private-enterprise op- 
eration and a sounder FHA. 

Realizing the dangers to the stability of our economy which might 
very well eventuate from the placing of further strain on the none- 
too-strong existing reserves of FHA, may we express concern over the 
proposed liberalizations in this title. According to statement 9 on 
page 369 of the Sixth Aunual Report of the Housing and Home 
Finance Agency, the FHA title Il operation has reserves of $122 
million against loans and commitments with an outstanding balance 
of $10,600,000,000, a ratio of approximately 1.2 percent. It will be 
found that the loss reserves of the several types of financial institutions 
will run many times the latter rate. For example, savings and loan 
associations and cooperative banks have reserves of approximately 
1114 percent of the outstanding balance of their conventional loan. 
Not only is the reserve position of the FHA nominal in proportion to 
its contingent liabilities, but it is to be noted that this bill would 
increase the risks of FHA by extending loan maturities to 30 years, 
by increasing loan ratios to 95 percent and, most importantly, by sub- 
stantially increasing the amount of FHA insurance that may be per- 
mitted on older houses. The reason our reserves are higher is that we 
place about 1.1 percent of loan balances aside each year to meet pos- 
sible future losses, whereas the FHA collects only one-half of 1 per- 
cent and puts into reserves even less than one-half of 1 percent. 

We sealinn that there has been, and will be, a great deal of testi- 
mony in favor of this title, but we feel it only right to call the com- 
mittee’s attention to the substantial increase in risk to the Federal 
Government which will result from liberalization of loan terms in the 
face of the present limited reserves. 

Experienced and sound mortgage lenders sincerely believe that 
the FHA should gradually move toward, and not away from, financial 
solidarity and permanence. We are well aware of the frightening 
and disheartening repercussions to our national economy in general, 
and the $12 billion home-building industry in particular, should FHA, 
because of inadequate reserves, get into financial difficulties or become 
insolvent. 
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We seriously question the wisdom of liberalizing the terms on loans 
on existing homes. This is a field in which snoaé laiding is now con- 
ducted without any liability to the Federal Government, and there 
should be a great deal of caution in unnecessarily involving Federal 
credit in this area. May we also point out that in the case of existing 
homes the long-term maturities and high loan-to-value ratios are of 
very questionable economic soundness. We doubt the advisability 
of 30-year maturities even in the case of new homes, much less existing 
homes, when consideration is given to the useful life of property, the 
fact that one-fifth of the American families move from one residence 
to another each year, changes in family size, and the probable earning 
capacity of the typical borrower. 

uring past consideration of the FHA program we have urged 
and hoped for some program, at least a gradual one, which would 
provide for some sharing of risk by lending institutions to the end 
that the Government’s potential liability could be gradually reduced 
rather than constantly increased. 

This bill actually increases the Government portion of the risk and 
decreases the lender’s portion by liberalizing foreclosure allowances 
and by shortening the term of the Government guaranteed FHA 
debentures that are issued in payment of losses. 

There are two new titles of FHA provided in the bill, known as 
sections 220 and 221. The new section 220 loans are really a relaxa- 
tion of other FHA loan sections, and our position would be the same 
as already described. 

The new section 221 provides for the 40-year, 100-percent loans to 
families displaced by slum clearance or urban renewal activities. Ob- 
viously the 40-year loan term is uneconomic and unrealistic and these 
loans will be made only with the most generous and costly support 
from the Government. 

Much of this support is provided in the bill. We feel that such 
loans may be made. We do feel, however, that this section amounts 
to virtually direct lending by the Government, a principle which we 
have always opposed and which Congress has approved to date only 
in the case of veterans’ loans in rural areas. 

We studied the new section 221 quite sympathetically during the 
past months in the belief that it was to be offered as an alternative or 
substitute for the public-housing program. In spite of its many 
dangers it does have an advantage over public housing, in our opinion, 
in that public ownership of property is not involved and that there 
is some semblance of homeownership. 

However, the program is not offered in the bill as a substitute for 
ublic housing, and we understand that the administration is asking 
or 35,000 clistiveninty units this year as contrasted to the 20,000 

which the Congress approved last year. 

Title II. Mortgage interest rate terms: Under this title the Presi- 
dent could adjust the interest on FHA and GI loans within a range 
determined by the going rate on Government bonds. The need for 
some method of adjusting interest rates in keeping with general inter- 
est-rate patterns has been recognized for years as the only practical 
way in which to avoid recurring periods of feast and famine in the 
GI and FHA programs. We support this section except that we sug- 
gest that the decision on interest rates should be made by a specified 
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committee of informed Government officials, such as was recommended 
by the President’s Housing Advisory Committee. Technically in- 
formed Government officials such as the heads of the VA, FHA, 
HLBB, Treasury, and the Federal Reserve are constantly in touch 
with money market conditions and are in the best position to make 
a proper decision on mortgage rates. 

We approve the repeal of section 504 of the Housing Act of 1950 
as is provided in this title. This provision has caused a great deal of 
confusion and unnecessary complication in the housing market and 
has resulted in regulations which discriminate against lenders who 
make loans, in favor of lenders who sell loans. 

We believe that in any event the authority to adjust loan-to-value 
ratios and maturities should not apply to loans made under the Ser- 
vicemen’s Readjustment Act of 1944. 

We regard that act as a contract by which the Congress sought to 
provide returning veterans with a method whereby they could buy 
homes within 10 years with the downpayment eliminated or substan- 
tially reduced. This is the basic feature of GI home loans, and we 
do not feel there is any warrant for breaking faith with the veteran. 

Title II. Federal National Mortgage Association: During the past 
year the United States Savings and Loan League has given a great 
deal of study and consideration to the secondary market problem. We 
have arrived at some rather definite conclusions as to the principles 
on which such secondary market facilities should be operated. We 
feel that these principles and objectives were well stated in the report 
of the Subcommittee on Housing Credit Facilities of the President’s 
Housing Advisory Committee. The objectives are set forth on page 
349 of the President’s Housing Committee report as follows: 

1. Such secondary market facility should be privately financed and should 
operate without expense to the Federal Government. 

2. Its operations should be sufficiently sound from an economic point of view 
as to permit the sale of its obligations in the private market under favorable 
terms. Such debentures would not be guaranteed by the Federal Government. 

3. It should take the form of a quasi-public corporation, operated under the 
direction and supervision of a board of directors, appointed by the President, 
and so constituted as to be in a position to prevent its being subject to pressures 
not consistent with its objectives. 

4. With due recognition of the fact that substantial volume of funds for mort- 
gage lending can be found only in long-term savings, it should be the primary 


objective of the corporation to facilitate the flow of mortgage funds to areas where 
needed. 

5. To that end, and in order to prevent efforts to use its facilities to create a 
primary market instead of a secondary market, the corporation should purchase 
mortgages only on the basis of imposing an automatic deterrent on those using its 
facilities. 

6. Mortgages should be purchased by the corporation with the objective of sell- 
ing them to mortgage investors in other areas, and only those mortgages should 
be purchased which are believed by the management of the corporation to have 
marketability under normal conditions. 

7. A reasonable financial participation should be required of the financial 
institutions that would use its facilities. 


The proposed plan violates virtually all of these principles and we 
oppow it. We feel that the plan recommended by the President’s 
Housing Committee would satisfactorily and properly meet the sec- 
ondary market need, particularly if the flexible interest rate for FHA 
and GT loans becomes effective as provided in this bill. 
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If realistic interest rates are maintained on mortgages, the second- 
ary market operation becomes essentially one of smoothing the flow 
of mortgage funds and redistributing them throughout the country, 
and that objective can be accomplished without Government funds or 
Government guaranty by the National Mortgage Marketing Corpora- 
tion proposed by the President’s Committee. 

Title ITV. Slum clearance and urban renewal: We commend the 
emphasis of this bill and the administration’s program on urban re- 
newal and slum clearance. We have long felt that the preservation, 
repair, rehabilitation, and improvement of existing housing was one 
of the most neglected phases of our national-housing program. In 
far too many of our cities and communities no hand has been turned 
to enforce housing safety and occupancy laws, and the entire reliance 
has been on the hope and expectation that the Federal Government 
should come to the community and solve the problem through the 
building of brandnew homes. 

A few cities, such as Baltimore, have made a remarkable start in 
enforcing their housing laws and ae the continuation and 
the renting of housing units which are clearly in violation of city 
laws and all standards of decency and safety. 

We hope the committee will find a way in which to strengthen even 
further the requirements in this bill that communities undertake 
their full share of responsibility before requesting assistance from 
the Federal Government. Some constructive amendments have been 
offered by some of the previous witnesses who have been very active 
and experienced in rehabilitation work. One simple requirement 
would be that each community be required to show that all of its 
older housing had been inspected and notices of violations processed 
and enforced at least biannually. Most of our cities and States now 
have regular inspections of all automobiles and the safety and fireproof 
conditions of hotels and public buildings are checked several times 
a year. There is no reason why the safety of the occupants of a city’s 
apartments and homes should not be of equal concern. 

If a city is unwilling to spend a nominal sum such as $10, $15, or 
$25 to inspect a house, then the city has no right to expect the Federal 
Government to come in and spend $10,000 to build a house or to assume 
the liability on a $10,000 loan. 

Title V. Public housing: We consider the technical amendments 
to the public-housing law satisfactory and a step in the right direc- 
tion. Of course, we are unalterably opposed to any expansion of 
public housing and have so testified before this committee many times. 
Since the basic policy on public housing is not covered in this bill, I 
will not dwell on the point further. 

Conclusion: We have frequently seen it said in the press, and even 
by witnesses before this committee, that the trouble with private- 
enterprise groups is that they oppose Government subsidies and sup- 
port in general and then turn around and come to Congress for sup- 
port and assistance in their particular field. I trust that the com- 
mittee will note that in this testimony we have not asked for a dime 
of Government aid for the savings-and-loan business, nor supports 
or props of any kind. On the contrary, we have said in essence that 
this bill is unnecessarily generous and we ask the Congress not to 
provide these additional supports and this additional use of taxpayers’ 
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funds in housing. We have asked the Congress to make the FHA 
and the secondary-market operations private enterprise in fact instead 
of in theory. 

(The amendments submitted by the United States Savings and 
Loan League follow :) 


AMENDMENTS RECOMMENDED BY THE Unirep Srares SAvINGS AND LOAN LEAGUE 
As AppITions To TrrLe VI or 8. 2988 


AMENDMENT No, 1 


Subsection (c) of section 5 of Home Owners’ Loan Act of 1933 as amended, 
is amended by striking out the following: 

“Notwithstanding any other provision of this subsection except the area re- 
striction such associations may invest their funds in loans insured under title 
I of the National Housing Act, as amended, loans guaranteed or insured as pro- 
vided in the Servicemen’s Readjustment Act of 1944, as amended (except busi- 
ness loans provided by section 503 thereof and not secured by a lien on real 
estate), or in other loans for property alteration, repair, or improvement: Pro- 
vided, That no such loan shall be made in excess of $1,500 except in conformity 
to the other provisions of this subsection, and that the total amount of loans so 
made without regard to the other provisions of this subsection shall not, at any 
time, exceed 15 per centum of the association’s assets.” 


and inserting in lieu thereof the following: 


“Without regard to any other provision of this subsection except the area 
requirement such associations are authorized to invest a sum not in excess of 
15 percent of the assets of such association in loans insured under title I of the 
National Housing Act, as amended, or as the same may be amended; in unsecured 
loans insured or guaranteed under the provisions of the Servicemen’s Readjust- 
ment Act of 1944, as amended, or as the same may be amended; and in other 
loans for property alteration, repair, or improvement; Provided, That no such 
loan shall be made in excess of $3,000.” 


AMENDMENT NO. 2 


Subsection (c) of section 5 of Home Owners’ Loan Act of 1933, as amended, is 
amended by the addition of the following: 

“Without regard to any other provision of law, such associations with general 
reserves, surplus and undivided profits equivalent to 5 per centum or more of 
their withdrawable accounts are authorized to invest a sum not exceeding 10 
per centum of their withdrawable accounts in home sites and housing for sale 
or rental, including property acquired for the specific purpose of reconstructing, 
rehabilitating or rebuilding residential areas to meet the minimum standards of 
health and occupancy prescribed by appropriate local authorities and to make 
loans secured by first lien upon such properties to assist in the development 
thereof.” 

AMENDMENT NO. 3 


Title 1V of the National Housing Act, as amended, is hereby amended by 
striking out the words “Federal Savings and Loan Insurance Corporation” at each 
place the same appears therein, and inserting in lieu thereof the words “Federal 
Savings Insurance Corporation.” 


AMENDMENT NO, 4 


Subsection (b) of section 403 of the National Housing Act as amended, is 
amended by striking out the following: “; will provide adequate reserves satis- 
factory to the Corporation, to be established in accordance with regulations 
made by the Corporation, before paying dividends to its insured members; but 
such regulations shall require the building up of reserves to 5 percent of all 
insured accounts within a reasonable period, not exceeding 20 years, and shall 
prohibit the payment of dividends from such reserves, or the payment of any 
dividends if any losses are chargeable to such reserves; Provided: That for any 
year dividends may be declared and paid when losses are chargeable to such 
reserves if the declaration of such dividend in such case is approved by the 
Corporation,” and inserting a period and inserting in lieu thereof the following: 
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“Each insured institution shall allocate to reserves for losses at each dividend 
period a sum equivalent to at least 15 per centum of its net earnings for such 
period until its reserves for losses are equivalent to at least 10 per centum of 
all insured accounts and thereafter make such allocations to such reserves at any 
time its reserves for losses are less than a sum equivalent to 10 per centum of 
all insured accounts (but if at any time the amount in such reserves is in excess 
of the cumulative amount hereby required to be allocated to that time, then no 
allocation shall be required: Provided, That, if after the date of insurance of 
accounts, reserves for losses are less than 2 per centum in 5 years, 3 per centum 
in 10 years, 4 per centum in 15 years, or 5 per centum in 20 years, in either 
case such insured institution shall allocate to reserves for losses at each dividend 
period a sum equivalent to at least 25 per centum of its net earnings until its 
reserves for losses aggregate the amount above specified at the time specified 
and thereafter make the allocations first above required. 


Senator Rozertson. Mr. Murphy, does the name Boiling Springs, 
of your association, indicate that you have so much money that it is 
boiling up and overflowing all the time? 

Mr. Mourpuy. We have always been in the mortgage market, but 
that is a name that goes back to the old days in our littlte old township. 

Senator Rogertson. Did you borrow that from oe Springs, Va., 
or do you actually have a spring up there that flows that way ? 

Mr. Mourpuy. vi not old enough to go back to the great State 
of Virginia, but I know of no State we would rather borrow it 
from, sir. 


Senator Rozerrson. I wish to commend your reasons for saying 
that in your opinion this bill moves in the wrong direction with respect 
to the operations of FHA, that we should move, rather, in the direction 
of oe enterprise. 

am going to ask our committee staff to bring that part of your 
testimony to the attention of FHA, and call on them either to agree 
withh the conclusions you reached, or analyze them and give their 
reasons for disagreeing. Personally, I think that you have touched 
on a rather vital matter in this bill. 

(The information referred to follows :) 


MEMORANDUM FROM HovusiIne AND HoME FINANCE AGENCY 


In regard to the question raised as to the adequacy of FHA reserves, it should 
be noted that the ability of FHA to accumulate from one-half percent per annum 
premium charge sufficient resources to meet the potential losses of a real-estate 
depression is dependent upon five principal considerations: 

(1) Efficient management of the programs so as to avoid both excessive ad- 
ministrative expenses on the one hand and insufficient underwriting examination 
and internal controls of operations on the other hand. This issue is dependent 
upon adequate budgets and sound administration. 

(2) Assumption of appropriate insurance liabilities, i. e., those which reflect 
upon prior examination no greater risk than the premiums are designed to 
insure. For title I and title II programs these risks are reasonably predictable 
and subject to sound standards of risk analysis. For the emergency programs 
of titles VI, VIII, and LX, the extent of risk is so dependent on variable future 
conditions as to make the sufficiency of reserve resources more problematical. 
The relatively short periods during which insurance contracts are written 
under these emergency titles, however, sharply reduces the period of uncertainty 
concerning the adequacy of reserve resources, and the title VI program is 
already approaching a condition of relative safety in this regard. 

(3) Efficient and economical management and disposal of FHA acquired prop- 
erties: These properties constitute the primary resource of the FHA from which 
to pay claims for insurance on foreclosed mortgages. Timely disposal, efficient, 
and economical management would maintain the solvency of the respective 
insurance funds. 

(4) Payment of claims with debentures: The use of debentures for payment of 
claims defers the timing of FHA requirements for cash for a sufficient time to 
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allow effective disposal of acquired properties as well as accumulation of 
additional premium resources. 

(5) Flexibility in management of mutual funds: This authority is requested 
in the present legislation and is essential to avoid dissipation of resources 
through mandatory dividend distribution prior to the accumulation of sufficient 
reserve resources, 

These are the principal safeguards inherent in the system of FHA mortgage 
insurance which would operate to reduce materially if not prevent the need for a 
call for Treasury funds in the event of a substantial decline in property values. 
It is believed that the above-enumerated features of the FHA mortgage-insurance 
operation lend to its economic solidity. Experience to date has proved satisfac- 
tory and serves as a basis for the belief that FHA can continue to be self-sup- 
porting while insuring mortgages with terms as proposed in 8. 2938. An ap 
praisal of the economic soundness of the FHA mortgage-insurance operation can 
be based only on analysis of past performance of the FHA itself and the likeli- 
hood of a drastic change in conditions, since there is no comparable operation in 
existence. 

With respect to the proposed section 221 program it will be noted that this is 
an experimental program of assisting private enterprise to house displaced fam- 
ilies, with the special assistance of FHA insurance mortgage and some reliance 
initially on FNMA financing to get the program started. That program pro- 
poses insurance on both home mortgages and project mortgages. The home 
mortgages would be restricted to single-family properties. Both home and 
project mortgages could amount to not more than $7,000 per unit and not more 
than 100 percent of value. With respect to home properties, a minimum cash 
investment of $200 would be required, which would reduce the loan to less than 
100 pereent of value in any instances where prepaid expenses amount to less 
than $200. With respect to both the home and project 40-year mortgages, FHA 
would accept mortgages in good standing at the end of 20 years and would issue 
10-year debentures in exchange therefor, at the option of the mortgagee. 

It is recognized that the risk of property acquisition by FHA on account of 
foreclosure by the mortgagee would be somewhat greater for home mortgages 
insured under section 221 than under section 208: First, the longer amortization 
period will result in a more slowly declining outstanding balance for the insured 
loan, so that mortgagors who are unable to avoid default will be less frequently 
able to sell their properties in order to avoid foreclosure, hence tending to increase 
the foreclosure rate. Second, because of the lower amount of principal repaid 
prior to such default, mortgagees will be less frequently able to liquidate acquired 
properties at a profit, and hence will submit acquired properties to FHA in 
exchange for debentures, rather than retaining acquired properties and forfeiting 
the insurance benefits. Third, the low-income families expected to acquire prop- 
erties under section 221 will probably have relatively less mobility than do 
typical home purchasers using section 203 mortgage insurance and will therefore 
be less likely to sell their properties and prepay the outstanding insured mortgage 
during the early years of the insurance contract. This last factor tends to retain 
the insurance risk for a longer period as a part of the mortgage-insurance 
program. 

Offsetting these factors tending toward greater frequency of loss are the fol- 
lowing expectations: First, premium income at the half percent rate would 
be substantially greater for 40-year mortgages than for mortgages of shorter 
term both because of the greater number of years for which premiums would be 
charged and because of the slower decline in the outstanding balance of the 
insured loan (as compared with a 20-year loan, total premiums on a 40-year 
loan would be 224 percent of the total premiums on a 20-year loan, with premiums 
for both computed to maturity). Secondly, the low-value categories of insured 
properties would tend to reduce the dollar loss per acquired property because of 
the greater ease of disposal of low-value properties during the recovery years 
following a real-estate depression. Third, the lower rates of prepayment ex- 
pected for this program which was referred to above will lead to payment of 
premiums for proportionately longer periods on section 221 mortgages than on 
section 203 mortgages. And fourth, it is expected that mortgagor under section 
221 may be even more than typically tenacious in maintaining home ownership 
and mortgage payments during periods of economic distress both because of the 
greater relative improvement in their housing conditions made possible by the 
section 221 program and because of the relatively smaller opportunity to reduce 
their monthly housing expense by forfeiting their home and occuping rental 
quarters. 


44750—54—-pt. 1-45 











696 HOUSING ACT OF 1954 


It does not appear that the opportunity to exchange for debentures those 
mortgages in good standing after 20 years will involve any net expense to the 
insurance fund. Such mortgages, after 20 years of favorable payment experience, 
would be unlikely to become defaulted and have unfavorable experience in later 
years. This circumstance should both facilitate sale of the mortgages by FHA 
and also enable profitable experience by FHA for the period during which the 
mortgages were held by this Agency. During any time period that these mort- 
gages are held by FHA, the collection of interest and service charges could be 
expected to compensate FHA for the interest expense on outstanding debentures 
and administrative expense in acquiring and servicing the mortgages as well as 
any insurance losses from whatever small proportion of these properties may 
have to be foreclosed. 


With respect to the project mortgages, it may be noted that the amortization 
pattern would probably be the same as is now used for 40-year mortgages in- 
sured under section 207. Because of the low rental levels which would obtain 
for these projects, both foreclosure rates and loss rates on acquired properties 
should be moderate. 

Senator Rozertson. Are there any questions? 

Senator Sparkman. Mr. Chairman, I would like to ask 1 or 2 
questions. However, I would be glad to yield to Senator Lehman and 
Senator Frear if they have questions, since I was late coming in. 

Senator Lemman. Mr. Chairman and gentlemen, I have been re- 
ceiving a good many letters from constituents who have heard over 
the radio and television and newspapers certain things about the hous- 
ing bill. These letters say they cannot afford to buy a home although 
they desperately need one. They have seen the propaganda, of course, 
to the effect that the new bill will permit the nanan of homes with 
no downpayment and 40 years to pay, and actually want to take ad- 
vantage of these terms. We know that these 100 percent FHA mort- 
gages are restricted to the relatively few persons who are dispossessed 
as a result of slum clearance, rehabilitation, or other Government acts. 

The general public doesn’t know that. I am interested in whether 
you can tell me, in your reading of this bill, if you see any other pro- 
visions in the bill, particularly the FHA amendments, which would 
permit any substantial reduction in downpayments, and if so, to what 
extent. Also whether there will be any increase in the demand for 
those mortgages which will permit these young people who have been 
led to believe they can get these homes with no downpayment and on a 
40-year basis, to really get housing? It sems to me that we havn’t pro- 
vided that in this bill. 

Mr. Moureuy. That, of course, is limited to the $7,000 loan, the 40 
years, 100 percent. 

We feel—I am not sure that other folks in the financial field in the 
country agree with us, but we feel some of these loans will be made. I 
am not sure the program will be completely effective. It will be a 
little difficult in the North to finance a home with a ceiling of $7,000, 
but we do feel within our business a reasonable number of those loans 
will be made. Not only in the savings and loans, but by the savings 
banks and commercial banks. 

Senator Lemman. There has been a suggestion that that ceiling of 
$7,000 be raised to $7,600, with discretion on the part of the Adminis- 
trator to add $1,000. In other words, making a ceiling of $8,600. 

Would that, in your opinion, greatly increase the likelihood of the 
building of these homes? 

Mr. Mureny. Well, of course, in all frankness, Senator Lehman, 
we don’t believe in this section of the bill, but to the extent that it is 
going to stay in the bill, certainly raising it to $7,600 would be a more 
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equitable situation throughout the whole country and should make 
more of the loans available and more housing available to the folks 
you are speaking about, sir. 

Senator Lenman. If it was raised to $8,600, would your organiza- 
tion, or the constituent bodies within your organization, be interested 
in these loans ? 

Mr. Murpuy. Yes; we would be interested in it, even as it is now. 
We don’t believe in that section of the bill, but we will make loans, 
sir. We will make the loans, even though we den’t support that pro- 
vision in the bill, and at $8,600, of course, there will be more mortgages 
made because there will be more homes available at that figure, espe- 
cially in the north. 

Senator Lenman. Do you think a ceiling of $8,600 would make the 
operation of that section a practicable matter? Do you think that 
many houses would be built 

Mr. Murpuy. I believe so, sir; yes. It would be much more effec- 
tive. $7,000 would have to be pretty much down south where you 
don’t have heating and full foundations, and so forth. Up north, 
we would need more money to make that section of the bill effective. 

Senator Lenman. Would you limit this provision exclusively to 
those who have been dispossessed from inferior or slum areas? 

Mr. Murrny. Yes; we feel it should be limited to that group, 
because that is the sense of the bill. In a sense, it is an endeavor to 
get some semblance of homeownership, instead of public housing. 

Senator Lenman. You referred to this Baltimore plan, and we 
have had witnesses with regard to it appear before the committee. 
I forget the name of the man who is really responsible for the plan. 

Mr. Murrny. James Rouse, sir. 

Senator Leuman. I think so; yes. As I recall the testimony, 
he made it very clear that he didn’t think this would be a curative 
situation, but would be a palliative, a supplementary or comple- 
mentary situation that would help the general situation. He did not 
take the position that we could do without public housing. 

Mr. Mureuy. I don’t know his testimony, sir. We cited it simply 
as an example of what the rural fathers, as we call them, or the city 
fathers, could do toward lessening the need for public housing by 
endorsing their own laws with regard to safety factors, smoke nuisance, 
and health. 

Senator Lenman. Thank you very much. 

Senator Rosertrson. Senator Sparkman 

Senator Sparkman. Mr. Murphy, I enjoyed the part of the state- 
ment I did hear, and I have read over the balance of it. I think it is 
a very clear statement. There are just a few questions I would like 
to ask for my own information, 

When you refer to the fact that your member associations made 
loans last year that equaled 38 paces of all the home loans made in 
the country, do you mean members of your association, or is that all 
savings and loan associations? 

Mr. Murpuy. All savings and loan. 

Senator Lenman. In both leagues? 

Mr. Mureny. Yes, sir. It is the entire group of savings and lean 
associations in the country, roughly 6,000, including cooperative banks 
in New England and cooperative associations down in New Orleans. 
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Senator Lenman. I am glad you put that statement in. Someone 
earlier in the hearings are some reference to that. I commented 
that I was glad that statement was put in, because I don’t believe 
that the people of the country generally understand the extent to 
which the neighborhood savings and loan associations are carrying 
the home-financing load in this country and are discharging that 
responsibility. I am glad to have those figures here. 

Mr. Murrny. Thank you, sir. We try to tend to our knitting at 
the grassroots. That is where we think the strength of America is 
and we try to do a job there. 

Senator Sparkman. I remember some years ago when a representa- 
tive of the savings and loan people testified as to the amount of money 
they loaned out in GI loans and loans to veterans, and it was a 
tremendous amount. I know during the time that the veterans were 
having difficulty getting home financing, your member associations 
continued to make the loans fairly well. 

I get this from a statement in your paper. Do you utilize FHA- 
insured loans, at all? 

Mr. Morrny. Yes. In the business at large, sir, in the Nation. 

Senator Sparkman. Yes. 

Mr. Morrpuy. Yes, about 5 percent. 

Senator Sparkman. When I say “you,” I mean your member 
associations. 

Mr. Morrny. About 5 percent of our total lending is under FHA. 
Twenty percent is VA. 

Senator Sparkman. You don’t use FHA very extensively, do you! 

Mr. Mourpny. No, sir. 

Senator Sparkman. How about the GI-loan program? 

Mr. Mourreny. We do 20 percent of our total lending in the GI-loan 
program. 

Senator Sparkman. I am talking about the GI-guaranteed loan. 
What part of the loans that you make to veterans are GI-guaranteed 
loans? I understand 20 percent of your total goes to veterans. I am 
trying to separate that. Of the amount that goes to veterans, how 
much of it do you just lend, yourself, and how much do you lend under 
the guaranteed loan program? 

Mr. Morpny. I can’t answer that accurately, sir. In my own little 
institution, I’d say 90 percent of the veterans take advantage of the 
GI-home-loan program, if that is some indication to you. 

Senator Sparkman. I just wanted to bring out that point. 

Mr. Morpny. I don’t want to be held to it, because no study has 
been made, but we could make such a study if it would help you. 

Senator Sparkman. No, I don’t care ios this. It is just the con- 
trast I wanted to get. As far as the FHA is concerned, you use that 
to a smaller amount, but the guaranteed veterans loan program, you 
utilize that to a very great extent? 

Mr. Mourrny. We do, sir. We feel an obligation to the veteran and 
have tried to fulfill that through the years. 

Senator SparKMAN. I wonder if you could give me some idea as to 
whether the percentage of the homes built through your method of 
financing are for persons of moderate incomes. Do you have a break- 
down that you could put in the record? If not, I don’t ask for it. 
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Mr. Moreny. We could file a supplementary statement, but I would 
say the vast majority, sir. Our average loan, again, is around $5,500. 
The total in our little institution, is $10 million. 

Mr. Siipuer. The average loan we make is $7,000. 

Senator Sparkman. Throughout the United States? 

Mr. Sureuer. Yes, sir. 

Senator SparkMAN. You say this program is too liberal. This is the 
only point that occurs to me, and I’d like to have er comment on it. 
If this program is not enacted into law, do you believe that, under the 
program that we already have, we could expect to get an adequate 
supply of housing for people of moderate incomes? 

{r. Murpny. I would think so, Senator Sparkman. We did a very 
adequate job last year, and the year before that, and we will do it this 
year with no legislation along these lines. 

Senator SparKMAN. Do you think the money situation this year is as 
good as it was last year? 
~ Mr. Mourrny. I think it is a little better, sir. 

Senator SparKMAN. It is true, though, that a lot of houses built 
last year were really built on the momentum that had gained force 
before we had this change in the interest rate, and the issuance of the 
314 Government bonds, the shakeup came at that time? 

Mr. Murrny. No, we felt there was enough capital all the way 
through, sir. We never felt there would be a shortage and the mo- 
mentum was carried through into January and February this year, 
sir. 

Senator Sparkman, Your flow is uniform throughout the year? 

Mr. Murpeny. Ours was in the savings and loan business. I think 
in all fairness, it was spotty in the country, at times. Our flow was 
steady through the year, sir. 

Senator SparkMAN. Mr. Chairman, I believe that is all. 

Senator Rosertson. Are there any other questions? 

Senator Frear. I have no questions. 

Senator SpaRKMAN. May I ask one other question ? 

I understand that later there will be a program looking toward a 
reorganization that may affect the savings and loan industry. That 
is not included in the present measure; is it ? 

Mr. Murpny. I acies it is not, sir. 

Senator SparKMAN. I assume when that comes up, you will give 
the committee the benefit of your views on such a proposal. 

Mr. Mourrny. If the committee will allow us, we have views on it, 
sir. 

Senator Lenman. I just wanted to ask one other q ation: I gath- 
ered from your testimony, which I found very interesting, that in 
the last year or two, and today, insofar as the area in which you are 
located is concerned, New York, New Jersey-—— 

Mr. Mourrny. North New Jersey, yes. 

Senator Leuman. There have been adequate funds available for 
mortgages on GI loans? 

Mr. Murpuy. Yes, sir. 

Senator Leuman. At the current rate of interest ? 

Mr. Mourpuy. Yes, sir. 

May I say this to you: In the State of New Jersey, we are proud 
of the fact that while we oppose direct Government lending in the GI 
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field, that we have taken up the slack in New Jersey, and there hasn't 
been a single direct loan made in New Jersey because the Veterans’ 
Administration, the Congressmen from our State, cleared with our 
State savings and loan organization and we took care of every loan, so 
there hasn’t been a direct loan made, sir, so I would say the GI loan 
has been taken care of. ; 

Senator Lenman. I take it you or your association has made a 
study of conditions that exist generally throughout the United States. 
Do you believe that the same plentiful supply or adequate supply of 
mortgage money existed in smaller communities? The reports we 
have had is that while mortgage money was available in the larger 
urban centers, it was not available in many of the smaller areas, the 
less populated areas, States like Alabama, Mississippi, Georgia, and 
out West. 

Have you made any study of that? 

Mr. Morrny. I think there were dislocations, sir, yes, but we still 
feel that if the State commercial bank organizations, the savings 
and loan associations, and in the New England area, the savings banks 
and insurance companies, were to put it on a volunteer basis and clear 
it as we do with just one organization in New Jersey—our own little 
State association—that we could take care of those dislocations, sir. 
But the dislocations do exist in some of the hinterland, yes. In my 
old State of North Dakota, I know that is true. 

Senator Roperrson. You say the reserves set up by FHA are far 
below the margin of safety which private investors feel necessary for 
their security. Are we dealing in big money, here? 

Mr. Murruy. We feel we are when we get to $10 billion sir. 

Senator Roznertson. When we get to $10 billion, don’t the VA loans 
already exceed $15 billion? 

Mr. Murpny. Yes. I am citing 1952 figures, sir; I am sorry. 

Senator Rosertson. Don’t the FHA loans already exceed $23 bil- 
lion? 

Mr. Mourrny. Yes. 

Senator Rozertson. There is $38 billion. 

What is your estimate of the average increase in the price of housing 
as compared to 10 years ago? 

Mr. omtate Well, that depends upon the area, sir, but certainly 
it is double and more in some parts of the country, sir. 

Senator Roserrson. Suppose in the next few years, whether you 
call it a rolling adjustment or depression or whatnot, the average price 
should drop 20 percent. What would happen, then, to FHA? 

Mr. Murrny. I suppose we would have to include in that assump- 
tion how many homes they took back, sir, to determine the ultimate 
loss to them. 

Senator Ropertson. Well, if the price dropped 20 percent, which is 
considerably below the amount that the Government had in there, 
is it reasonable to assume that their losses would exceed the reserve 
that they have set up to meet those losses ? 

Mr. Murruy. Yes, if there were heavy repossessions, but it would 
be a question of whether the folks stopped making their payments and 
gave up the properties. The mere drop in the price of homes, sir, 
wouldn’t necessarily indicate FHA would have a loss, unless I gave 
up my house or Joha Jones gave up his house. 
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Senator Roperrson. Of course, I hope we will never have another 
depression like the last one. I don’t think it is really necessary to 
have it if we take the proper steps. It could on prev ented. But you 
know what happened to homeowners in 1930, 1931, 1932, and 1933, 
until we set up the home owners loan bank. 

Mr. Murpuy. Certainly one might stop and think about the fact 
that FHA has been operating in an ev er-rising market for homes. 

Senator Rozerrson. What about 25 percent of them going into de- 

fault, and so far in default that toe couldn’t pull out again, unless 
the Federal Government refinanced them? Isn’t that possible? 

Mr. Murrpny. Yes. 

Senator Ronerrson. We are dealing, here, with the indirect obliga- 
tion of the Government, totaling over $38 billion. 

When a default occurs, I understand that the FHA will give a 10- 
year debenture; is that correct? 

Mr. Murpny. Under this bill; yes, sir. 

Senator Rozerrson. And then if they repossess the house and fore- 
close the mortgage, the difference becomes an obligation on a Govern- 
ment bond, doesn’t it? 

Mr. Murpeuy. That is right, sir. 

Senator Ropertson. If the reserve of the FHA is exhausted then 
that becomes a charge against the funds of the Treasury. The general 
funds of the Treasury ¢ 

Mr. Murpry. That would be correct. Even though we do not use 
FHA, except to 5 percent of our total lending, we recognize it as a 
permanent P vart of the mortgage structure, but we do want to see it put 
on a sound basis, sir, with adequate reserves, 

Senator Roperrson. At one time, many FHA loans were on the 
basis of 80 percent, and then they moved up to 90 percent. 

Mr. Murrty. That is right. 

Senator Rosertson. And this bill moves some of them up to 95 per- 
cent. 

Mr. Morreny. That is correct. 

Senator Ronertson. And in slum clearance and redevelopment, up 
to 100 percent. 

Mr. Morrny. Plus some loan costs. 

Senator Ropertson. And that is a tendency that you now warn us 
against in dealing with the indirect obligations of the Government that 
runs into the billions. It is a concealed subsidy, isn’t it ? 

Mr. Murrny. Yes, sir. 

Senator Roznertson. Which, in the event of really hard times, could 
cost us some big money. 

Mr. Murreuy. A tremendous amount. 

Senator LenmMan. May I make one observation on that? I don’t 
know whether the reserves are adequate or not. 'They may seem pretty 
small, but I think as Mr. Murphy has said, the liability of the Govern- 
ment will depend on how many of these homes are repossessed, and 
there are two considerations that must be taken. The original figure 
on which the mortgage was based is now considerably lower. Another 
thing is, in many cases the owners of these homes have equities in 
them, which makes it less possible that they would give them up. 

Mr. Murrny. The larger the equity, the less cance there js for him 
to give up his home. 
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Senator Roserrson. Mr. McMurray calls my attention to the fact 
that when I use the figure of $23 billion-plus of FHA loans; that is 
the total. There have been some repayments in the amount of $10 
billion, so the outstanding amount is now something over $15 billion. 

Mr. Murpny. As of the end of 1953, sir. Our figures were at the 
end of 1952. 

Senator Rosertson. Thank you very much. 

(The following was received for the record :) 


SUPPLEMENT TO StatrMent or M. K. M Murpny, UnitTep States SAVINGS AND 
LoAN LEAGUE 


We further urge that 8. 2938 be amended by the following three amendments: 

Page 105, line 18, after the semicolon, following the word “amended”, strike 
the remaining portion of subsection (b) and insert in lieu thereof “and section 5 
of the National Housing Act, as amended, are hereby repealed.” 

Page 106, line 1, strike out paragraph (2). 

Page 106, line 18, strike out subsection (f). 

Our amendments strike out minor provisions of S. 2938 which have nothing 
to do with housing but deal with annual reports to the Congress by the Home 
Loan Bank Board and by the Federal Savings and Loan Insurance Corporation. 
Since Congress created these agencies 20 years ago the law has provided that 
each shall prepare and make an annual report to the Congress. Unless our 
suggested amendments are adopted, S. 2938 will abolish direct reports to the 
Congress by the Home Loan Bank Board and by the Federal Savings and Loan 
Insurance Corporation. 

The President has stated that he intends submitting a housing reorganization 
plan to the Congress at this session. As it seems to us, until such reorganization 
plan is presented to and approved by the Congress there is no call for any change 
in the long-established and proper reporting procedures of these two agencies; 
nor should anything be done which might in any way diminish the status of these 
two vital instrumentalities to the over $27 billion savings and loan and coopera- 
tive bank business in this Nation. 


The next witness is Mr. Ralph J. Perk, a member of the city council 
of Cleveland. 


STATEMENT OF RALPH J. PERK, COUNCILMAN, CITY OF 
CLEVELAND, OHIO 


Mr. Perx. Mr. Chairman, my name is Ralph J. Perk and I am an 
elected councilman from the city of Cleveland, Ohio, representing 
some 40,000 people in the 13th ward of that city. May I thank you 
in the name of the people in the declining areas of our city for your 
invitation and the opportunity to appear before the committee. 

I wish to speak particularly on neighborhood conservation and re- 
habilitation. My area is adjacent to Cleveland’s large industrial val- 
ley. The homes in my ward vary in age from about 40 years to about 
80 years in existence. 

he area was developed and settled largely through the heavy influx 
of people from Czechoslovakia and Poland from the 1870’s through 
to the First World War. They brought with them their ambitions 
and their culture. Their first order of business when arriving was 
to own their own home, raise a family, and provide better opportuni- 
ties for their children. 

This principle of living is passed on to each succeeding generation. 
The residents are not witte-colligy workers but have always been in 


the laboring class or semiskilled class which in either event places them 
in the lower income groups. 
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They have always taken great pride in their homes but the over- 
whelming problem of air po Ahitien and stream pollution is beginning 
to take its toll among the residents and homeowners. 

Some of the areas in my ward are beginning to decline. They are 
not slums, but could degenerate into slums if the process of declining 
continues. Many of our people are anxious to maintain their homes 
but are driven to move away due to the consequent decline of the neigh- 
borhood. Others do not have the cash to rehabilitate, and it is al- 
most impossible to borrow the necessary funds to do the job. When 
prospective homeowners cannot afford the necessary dow npayment 
for an existing house, that is where the absentee landlords move in and 
take their toll of the area. 

Homeownship is conducive to rehabilitation and particularly to con- 
servation. Your legislation goes a long way to correct this problem 
of downpayment and long-term loans for rehabilitation and we are 
wholeheartedly in favor of its passage. 

Now, what have we done in some parts of Cleveland to combat the 
rush of urban blight in our existing neighborhoods that are not yet 
considered slums? I will speak only for my ward, but others have 
been doing likewise. 

About a year ago the Catholic and Protestant pastors, together with 
the civic leaders of the area formed a committee for rehabilitation 
and conservation. I had the privilege to serve as chairman of that 
group. 

We organized street clubs, social events, painting parties, and every 
known device was used to stimulate the residents into a do-it- yourself 
program of rehabilitation. 

One of the painting parties was organized to paint the old wood 
structures of St. Wenceslas Catholic Church. Approximately 60 
volunteers painted from sunup to sundown and finished 2 school build- 
ings, the rectory, and the convent. Among the volunteers were three 
Protestant ministers from the area. 

The enthusiasm after this was so great the members of the con- 
gregation agreed to sandblast the large stone and brick church build- 
ing. The church stands on the very edge of the industrial valley and 
was black from the industrial nuisances, but it soon began to emerge 
as a white and red monument toa rehabilitation program in high gear. 

However, much of the enthusiasm died when residents were unable 
to secure long-term loans to fit their budgets and when downpayments 
on existing structures were not conducive to the average income of the 
area, and when an overall program and plan of urban renewal was 
not available. Now the gleaming “new” church will be a monument 
to what could have been if we had been prepared with legislation such 
as we are discussing here today. 

The new Federal legislation: 1. As I understand the proposed hous- 
ing bill, it is a source of great hope and optimism for our people. ‘The 

bill will (a) provide loan assistance to individuals for the repair and 
improvement of their own homes; (6) permit the purchase of older 
homes in areas such as ours, on the basis of FHA loans. The old re- 

uirement that FHA loans be limited to new houses added to the 
orces which are driving people from my ward and devaluating its 
residential status; (c) but most importantly the new bill brings into 
the field of Federal assistance one whole new concept of urban re- 
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newal—a concept which reaches far beyond either the individual help 
of older FHA provisions or the slum clearance provisions of the Hous- 
ing Act of 1949. 

The new bill finally recognizes that the problem of urban renewal 
must be attacked on many fronts and that it is foolish to stand by 
and wait until the machinery has ground to a halt before doing any- 
thing about it. 

Neighborhood rehabilitation is in a sense more vital than slum clear- 
ance for more people will benefit from it and larger slums can be 
prevented. The individual effort of citizens is not enough—though the 
people are willing and anxious to work at the problem as their past 
achievements show, Slum clearance is not enough since it leaves most 
people unaffected. What is needed is a coordinated urban renewal 
program embodying long-range city planning, slum clearance, and 
neighborhood rehabilitation, 

2. The new act will make funds available to local agencies—in the 
case of Cleveland presumably the appropriate agency established by 
the city council—and will provide an incentive to local agencies to 
aergmac the sort of overall renewal program which is needed. The 

ill will provide funds to permit the necessary staff work and research 
required to prepare a feasible and workable plan. The bill places 
the primary responsibility where it belongs—on the local level—and it 
places the primary job in the only place where it can be done effectively, 
and that is by private enterprise. The bill is exactly what Cleveland 
and my ward has needed and has needed badly, and I most earnestly 
recommend its adoption. 

3. In the hope that the bill will ultimately be passed, and with the 
thought that even if it is not, Cleveland must take steps along the 
direction indicated by the bill, I, together with several of my colleagues, 
am introducing an ordinance before council as a substitute for one 
which we introduced about 2 months ago and before Congress received 
this Housing Act of 1954. 

Our ordinance will recognize the separate importance of neighbor- 
hood rehabilitation, coordinate the city’s planning commission with 
its urban redevelopment and new rehabilitation program, and prepare 
both a workable program and an urban renewal plan which will con- 
form with the requirements of the new bill in order to qualify Cleve- 
land for the Federal assistance offered by the new bill. 

The city is anxious to go ahead, and further delay on the part of 
Congress in action on the new bill will serve only to impede progress 
on the local level since naturally the local agencies are hesitant to go 
ahead with programs which may not mesh with the Federal bill ulti- 
mately adopted. 

Air pollution and stream pollution: 1. A point which I wish to make, 
and which in my judgment should probably be the most important 
part of any urban renewal or neighborhood rehabilitation plan, is the 
the critical importance of air and stream pollution control. I have 
previously described the location of my ward and have already given 
un example of our small seale neighborhood rehabilitation program 
of last year down to the painting party at St. Wenceslas and the sand- 
blasting of the church. 

Presently as a councilman, and previously as a civic leader in the 
area, I have constantly received phone calls at my home as early as 
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2a.m., from residents who are unable to breathe because of the fumes 
from the industrial chemical plants in the valley. 

The next morning my investigation would reveal small holes in the 
vegetation of the area where the complaints came from. Such a con- 
dition is not conducive to good living. Air pollution drives people 
from my ward into the suburbs and even if there were parks and 
attractive houses they would soon be unattractive and the air condi- 
tions would be sufficiently bad to drive away those who can afford to 
move. Again, the consequence is a decline of the neighborhood as 
people refuse to make futile investments of money. 

2. I therefore suggest that the committee consider the incorporation 
of a Federal air pollution control assistance provision in the Dill, 

3. The suggested plan we offer would operate as follows: 

(a) A Federal authority—probably the Housing Administrator-— 
would establish minimum standards for air pollution control equip- 
ment. These standards would be worked out from a technical stand- 
point by contracts let out to private engineering research companies. 

(6) Industries which adopt smoke and air pollution programs would 
be qualified for rapid amortization privileges on air pollution control 
equipment which meets the minimum standards set by the 
Administrator. 

(c) Such rapid amortization would not, however, be available unless 
the air pollution control equipment complied with the local urban 
renewal program and that renewal program had received the approval 
of the Administrator under the present bill. This provision would 
(i) place the primary planning and supervision of air pollution con- 
trol in the hands of the local agency (ii) would provide an incentive 
to local industry to press for the creation of a suitable urban renewal 
plan since the existence of such a plan would be a condition to their 
securing the rapid amortization principle. 

4. This is, of course, no more than a bare outline of the program 
respecting air pollution. Undoubtedly there are other recommenda- 
tions on methods of administering an air pollution control program 
and proposals for inclusion in the bill. Our purpose is simply to 
underscore the problem and to suggest one possible approach. Since 
air and stream pollution control equipment is nonproductive, perhaps 
if industry could write off the extreme cost of this equipment as a 
maintenance cost, then the incentive on their part should be even 
greater, and what we would lose in taxes the community would gain 
in increased real estate values and a higher standard of living. 

I understand Senator Capehart, through his committee, has alre: ady 
given some thought to this problem. I bring the heartfelt thanks of 
my community to all of you, and particularly to Senator Capehart 
for this enor and forward move. 

In conclusion: 1. The new bill is a large step forward, especially in 
that it recognizes i need for neighborhood rehabilitation and con- 
servation as well as slum clearance. The financial provisions encour- 
aging rehabilitation and especially those aiding homeownership in 
older residential districts are essential if renewal and conservation 
ns to occur. Homeownership is basic to the suecess of all-out efforts. 

2. A vital problem related to urban renewal is the question of air- 
pollution control, and legislation should be included which will give 
an incentive to the offending industries to meet the problem. 
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3. Action should be taken as soon as possible, because the continu- 
ance of debate and discussion in Congress does nothing except pre- 
vent affirmative action on the local level where there are agencies 
and communities anxious to go ahead to better their cities for a 
brighter tomorrow. While debate goes on we of the council con- 
tinue to receive phone calls at 2 a. m. from people who can’t sleep 
because of the chemical and industrial fumes. 

4. We sincerely urge the adoption of the bill and congressional 
action on an air-pollution-control program to go hand in hand with 
urban renewal. 

Let me interpolate here just for a moment and add this statement: 
As perfect as this bill seems to have been written for the people of 
my area, there is a very strong possibility that the bill will fail to 
solve the problem if an air-pollution-control provision is not written 
in the bill. I am not a statistician nor professional economist; I 
didn’t recite statistics today, nor did I try to quote voluminous figures. 
I merely tried to bring to you the story of the little fellow, his need 
for this legislation with an air-pollution clause, and his anxiety for 
its speedy passage. 

I would like to have the opportunity to come back sometime at a 
future date to be more specific on the air-pollution-control problem, 
if the committee so desires. 

Thank you again for your time. I will be happy to answer any 
questions. 

Senator Ronertrson. I am sure the permanent chairman of this com- 
mittee, Senator Capehart, would appreciate your reference to his 
interests in city beautification and improvement. 

Do you know that fish like pure air just like human beings? 

Mr. Perk. Yes, sir. 

Senator Ropertson. You know they breathe oxygen. Do you know 
that the pollution in the streams destroys the oxygen and that is what 
kills the fish, when he can’t get pure air? 

Mr. Perx. May I add something to that, Mr. Chairman? 

Senator Ronerrson. Yes, sir. 

Mr. Perk. The industries use the streams a great deal, particularly 
the steel mills, to quench their coke and quench their slag as it goes 
through the operations and that particularly pollutes the stream. 
Then, too, the steam goes out of the high chimney and covers the en- 
tire area, and that is why stream pollution is also so very important 
in this program. 

Senator Reshianson, We have spent much money on stream pollu- 
tion. In the past, we had the stream-pollution bill known as the 
Taft-Barkley Act, to bring about cooperation between Ohio and Ken- 
tucky in cleaning up the pollution in the Ohio River, because many 
of you people up there drink that water. 

he cancer experts say that smog can cause cancer, but whether it 

causes cancer or not, it can certainly make a dirty house. 

Mr. Perk. It certainly can. 

Senator Roserrson. Have you ever visited Lisbon in Portgual? 

Mr. Perk. No, I haven't. 

Senator Roperrson. Well, that is the prettiest city I have ever seen. 
Every house there is painted white, and they have a law that every 
homeowner has to paint his house at least once in every 7 years. 
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Through pride, if the house gets dirty, they will paint it oftener than 
once in 7 years, and certainly that man is not going to throw a lot 
of filth out in the street and have a lot of dust and dirt come back on 
the white paint on his house that he has to keep clean. 

Did you know that the biggest single source of revenue in Switzer- 
Jand is the tourist trade? 

Mr. Perx. I would think it is not an industrial community. 

Senator Roperrson. Coal costs $50 a ton in Switzerland, and they 
don’t burn much of it. They use hydroelectric power. 

Did you know in Berne that they have a city law that requires every- 
body who has a window ledge to have flowers? If they don’t have 
money for seeds, the Government will give it to them, Did you know 
they have to raise flowers in Switzerland ¢ 

Mr. Perk. Mr. Chairman, in my area, with the air-pollution prob- 
lem the way it is, it is almost impossible to do that. 

Senator Rosertson. You couldn’t have a law requiring them to 
keep the houses painted white? 

Mr. Perk. No. 

Senator Roperrson. Why couldn’t they raise flowers in the 
windows? 

Mr. Perk. The chemical fumes let out by the chemical companies, 
mostly at night, will burn holes right in the leaves of the flowers. 

Senator Rornrerrson. Well, you do have a problem. 

Mr. Perk. We really do, 

Senator Rosertrson. I am not too sure that that is a problem con- 
nected with financing home building. It certainly relates to the 
man who is going to live in the house. 

Mr. Perk. May I interrupt just a moment again? The reason I 
believe it is so important in the housing act is, you cannot possibly 
ask a homeowner who is living from pay to pay to paint his house 
and to spend $400 or $500 or $600 to do that job, when 2 or 3 months 
later his house will be black from the industrial nuisances, the sulfur 
fumes that unite with the lead in the paint and the dampness of the 
atmosphere. 

Senator Rogerrson. Where does the Governor of Ohio live? 

Mr. Perk. When he is not in Columbus, I imagine he lives in 
Cleveland. 

Senator Ronerrson. Did you ever take him out to your area and 
show him what is happening out there? 

Mr. Perk. I certainly did. When he was mayor of Cleveland, we 
took him out there, in 1943, I believe it was, and made him spend a 
half a day out there, breathing in the fumes. 

Senator Roverrson. Has he ever made any effort in the Ohio Leg- 
islature to get some local laws to help this pollution problem ? 

Mr. Perk. There are zoning laws, Mr. Chairman, but the zoning 
laws are so written that the industrial valley is zoned for heavy 
industry, and, therefore, the people do not have any protection from 
those laws in that particular area, because heavy industry, accord- 
ing to the law, can 

Senator Rorerrson. You have brought up an interesting problem. 
I think it is just as important as trying to clean up stream pollution. 
Well, maybe drinking water, recreational facilities, and promotion 
of better fishing, but this affects everybody, their homes, and their 
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lungs. I think something ought to be done about it, but it seems to 
me that it would be a mighty good idea to start these programs at 
home and then if we find it is beyond home control, ask Congress to 
do something. 

Mr. Perx. Mr. Chairman, the cost of air-pollution-control equip- 
ment is so extreme, and inasmuch as it is not productive equipment, 
it almost prohibits companies from installing the equipment, unless 
the Federal Government will, in some measure, assist them through 
a tax-reduction program. 

Senator Ronerrson. You have a very fine and able member of the 
Senate from Cleveland, now, Mr. Tom Burke. Did you ever mention 
this matter to him? 

Mr. Perx. I am sure that Tom Burke understands the problem. 
I was not a member of the city council when Tom Burke was the 
mayor. 

Senator Ronertson. He is a fine man, though, isn’t he? 

Mr. Perk. He is. 

Senator Sparkman. Talking about the effect of this air pollution, 


you know, you have been hearing a good bit recently about smokers’ 
cancer. 


Mr. Perk. Yes, I have. 

Senator Sparkman. I understand a research professor in Johns 
Hopkins, in working on that, came up with the idea that smog and 
air pollution were probably a strong contributor to cancerous con- 
ditions. Have you heard that? 

Mr. Perk. Yes, I have. 

Senator Sparkman. As Senator Robertson has said, Senator Cape- 
hard feels rather strongly about this. He has said he is going to 
place in this bill an air-pollution section, so I know he will read your 
statement with great interest. 

Mr. Perx. I have had opportunity to discuss the matter with 
Senator Capehart in the past, and I know he is very sympathetic 
toward the problem. 

Senator SparkMAN, That is all, Mr. Chairman. 

Senator Roperrson. Are there any further questions? 

We thank you, sir. 

Now, the last witness is Mr. R. G. Hughes, representing the National 
Association of Home Builders. I believe you served on the Presi- 
dent’s Advisory Committee on Housing, have you not? 


STATEMENTS OF R. G. HUGHES, PRESIDENT; HERBERT S. COLTON, 
GENERAL COUNSEL; AND JOHN M. DICKERMAN, EXECUTIVE 


DIRECTOR, NATIONAL ASSOCIATION OF HOME BUILDERS OF THE 
UNITED STATES 


Mr. Hucnes. Yes, sir; I had the privilege of being appointed to 
that committee. 

Senator SparkMAN. You were chairman of one of the subcommit- 
tees; were you not? 

Mr. Hucues. No. 

Senator Rorerrson. Incidentally, I see one of your charts over there 
and I will be happy to hear you explain it, but it interested me very 
much, being from a State very much interested in agriculture. Con- 
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sumers have increased their relative expenditures for automobiles in 
the past 20 years 46 percent. They only increased what they are 
spending for food 15 percent, between 1929 and 1953, and yet you 
hear a lot of talk about how farmers have been getting rich. That is 
not true in Virginia. It may be down in Oklahoma and Texas where 
you operate. 

Mr. Hucues. It isn’t true down there, either. 

If I may proceed with my statement, these charts will be explained. 

My name is Dick Hughes, of Pampa, Tex. I build homes in several 
towns and cities in Texas and in Oklahma. Iam privileged to appear 
before you today as president of the National Association of Home 
Builders—the trade association of the builders of America’s homes. 
It has a membership of 29,000, organized in 215 affiliated local 
associations. 

You have heard a great deal of discussion about the contents of the 
bill before you. I do not intend to go over all that ground again. 
I would, however, like to give you first, our concept of the housing 
problems which confront the Nation; second, our opinion of what 
should be done about solving these problems; and third, how this bill— 
with certain amendments—can help. 

According to the most recent report of the President’s Council of 
Economic Advisers, less and less of the consumer dollar has been 
spent on housing in recent years. Only 11.4 percent of expenditures 
went for housing in 1953. That is explained in table 1, chart 1 (see 
p. 733 for charts), “Consumer Expenditures for Housing, Food, and 
Autos.” This was a decline of over 21 percent from the 14.5 percent 
that went for housing in 1929. Our industry has provided Americans 
with more than 8 million new homes since World War IT and, for 
the first time in our history, more people live in homes of their own 
than those who live in rented quarters. However, owners and tenants 
are living in these homes at a cost, in relation to their income, far less 
than in 1929. That is explained in table 2, chart 2, “Cost of Money 
for Housing, Autos, and Other Consumer Durables.’ 

The construction of over 8 million homes in 8 years—the reduction 
of 21 percent in the ratio of housing cost to income—the increasing 
ratio of home ownership—and the industry’s important contribution 
to the economy—could not have been attained had it not been for the 
assistance which Congress made possible through FHA, VA, and 
FNMA. 

Although we have made definite forward progress, we decided to 
make a thorough and careful survey of housing in America as it is 
and then endeavor, to the very best of our ability, to visualize housing 
in America as it should be. "The results of our studies revealed some 
startling indications of our housing needs. This is explained in table 
3, chart 3, Housing Needs to 1960. 

1. 6,900,000 additional homes will be needed for net new family 
formations by 1960. 

2. Approximately 7 million units are reported as unfit for habi- 
tation, dilapidated, or lacking private bath or toilet. This figure is 
expected to increase to 9,200,000 by 1960. 

3. Nearly half of the houses which are considered habitable are 
deteriorating through lack of proper maintenance and need substan- 
tial repair. 
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4. Birth rates reached 8 million in 1943, and increased to an alltime 
high of 4 million in 1953. 

5. By the early 1960’s, family formations, which largely determine 
the demand for new homes, will jump from the current 750,000 to 
an annual rate of about 114 million and, in the following decade, are 
expected to increase to about 2 million per annum. 

hese facts have convinced us that the figure of a million homes 
a year—which has somehow become accepted as the standard of new- 
home construction volume—is too low. It seems to us self-evident 
that the home-building industry must be made ready for the long- 
range task which will soon face it. We must develop a comprehensive 
housing program to assure the continued production of needed new 
houses ; to conserve the housing which is just beginning to deteriorate; 
to rehabilitate the slum housing which is structurally sound; to de- 
molish the slum housing which is not structurally sound, and reuse 
the land to its highest and best use. We have talked about it too long. 
Now is the time for action. 

If, as a nation, we fail—during the next 10 years—to rehabilitate 
the existing slums, to stop further decay on existing houses in order 
to prevent the creation of more slums, and at the same time to build 
the needed new houses, we will be faced with an impossible task when 
the new family formations reach an alltime high in the 1960’s. 

Personally, I do not believe it is economically possible to put every 
American family in a new home. I cannot agree with any ohidesoghey 
which would destroy structurally sound houses if they can be eco- 
nomically rehabilitated. Furthermore, I do not believe that every 
family expects to live in » new home any more than they expect to 
own a new automobile. However, I do believe that every American 
family deserves and rightfully should have the opportunity to live 
in a good house. And I believe that industry and Government should 
include that objective in a new national housing concept. 

We heartily support the objectives of this bill because we believe 
that under its provisions—with our suggested amendments—such a 
concept can become a reality. Given the assistance which this bill 
provides—with the amendments outlined in principle on the follow- 
ing pages and detailed in an appendix attached to my statement—we 
believe that the home-building industry can provide an average of 
2 million new or new-conditioned homes each year through a combina- 
tion of increased production of new homes and the rehabilitation of 
structurally sound existing houses. We believe it will enable us to 
attain the 10-year average annual goals set by the National Association 
of Home Builders at our recent convention in Chicago. This program 
will not completely solve, but will make rapid inroads on these housing 
problems. I shall detail the objectives of the program and attempt to 
explain how the bill would assist in carrying out these goals. 

Senator Sparkman. You say you believe the home-building in- 
dustry can provide an average of 2 million new or newly conditioned 
homes each year. How long would it take you to reach that level? 
You don’t contend that you could do it this year or next year? 

Mr. Hueues. No, sir. 

Senator Sparkman. It is to be a gradual increase up to that level; 
that is what you mean, isn’t it? 

Mr. Hucues. That is right. We propose an average of 1,400,000 
new housing units annually. 
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We believe that the constantly rising standard of living of the 
American people requires that 1 million of these homes should be 
larger and even better in design, livability, and eye appeal than the 
houses we have been producing. In order to meet this goal, FHA’s 
down-payment structure must be revamped and brought up to date. 

We believe that 250,000 good, well-designed, smaller homes should 
be built annually for low-income families. We believe this goal can be 
attained, provided the present concept of title I, section 8, is retained, 
and certain necessary changes are made in the proposed new section 
221, and further provided, that the new section be expanded so as to 
include housing for minorities on a specially programed basis. 

One hundred and fifty thousand rental units should be provided 
under the urban redevelopment program to replace demolished slum 
structures. 

Finally, we propose 600,000 homes be provided by new conditioning 
and rehabilitation of usable existing structures. 

Of these, 250,000, roughly, would be older homes accepted by build- 
ers under a trade-in plan as part payment on new homes. These 
houses would be new conditioned before resale. There are provisions 
in this bill which would make this trade-in program work. I refer to 
the revision in the FHA structure which would allow the same ratio 
of loan to value on existing properties as on new properties, and to the 
changes in down payments. 

Three hundred and fifty thousand houses should be rehabilitated 
annually under municipal programs of rehabilitation through Jaw 
enforcement. 

As stated before, conservation of the existing housing inventory, 
which has not yet reached slum conditions, is a necessary part of a 
comprehensive housing program. This bill provides the necessary 
financing tools in (1) the open-end mortgage, (2) the expanded FHA 
title I for repairs and improvements, (3) the same ratio of loan to 
value on existing properties as on new properties, and (4) the new 
FHA section 220, 

Such a program would have a tremendous effect in supporting the 
economy at a high level. Its rae are discussed in an article 
in Fortune magazine for February 1954 entitled “The Insatiable 
Market for Housing,” which I call to your attention. I would like 
to read a paragraph from that article : 

The fact is that the housing market, barring war or depression, now holds 
promise of providing the great United States growth situation of the 1950’s and 
the 1960’s. Housing is the only one of the Nation’s four largest markets—the 
others are food, clothing, and autos—that today has strong potentialities for 
growing faster than the economy as a whole. It is now close to a $20-billion 
market, already larger than the auto market, and promises to become larger 
still. And because new houses mean new furniture, new appliances, new stores, 
new highways, new schools, housebuilding is bound to play a portentous role in 
keeping the whole American economy prosperous. 

The Cuarrman. Without objection, the Fortune article will be 
placed in the record at the end of your testimony. 

Mr. Hvueues. Thank you, sir. 

Senator Sparkman. Mr. Chairman, in that connection he is using 
very interesting and helpful charts here. My understanding is that 
by making arrangements with the Printing Office charts such as that 
may be incorporated. I think that would be quite helpful. 
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Mr. Huaues. We have them at the end of the statement. 

The Cuairman. Without objection, your entire statement, includ- 

ing the charts, will be made a part of the record, as will your extempo- 
raneous remarks. 

Mr. Hucues. But this demand, great as it is, will depend largely 
on proper mortgage financing. Thatisintable IV. I need not stress 
the point that consumer credit is the key to home production, as it is 
to all mass markets. 

The amendments required to attain 1,400,000 new homes annually 
are outlined as follows: 

A. New homes: Revision of the schedule of ratio of loan to value 
end maximum permissible mortgage amounts for 1- to 4-family houses 
under FHA section 203, extension of the maximum term of all sec- 
tion 203 loans to 30 years, increase in maximum permissible amount 
for rental housing under section 207, and for cooperatives under sec- 
tion 213 are all necessary to accomplish the program we envision. 
However, these changes are required : 

(1) Schedule of downpayments: We have previously urged this 
committee to modernize the FHA maximum limits of percentage of 
loan to value to bring the downpayment schedule under section 203 
of the National Housing Act in line with the value of today’s dollar. 
The present statutory limits have not been substantially amended in 
10 years. Although values and consumer incomes have doubled, the 
downpayment now required on a $12,000 house is 4 to 5 times the 
dollar amount required on the same house 10 years ago. 

Then, a $6,000 house could be purchased with a downpayment of 
$600; today, the same house would sell for $12,000 to $15,000 by rea- 
son of the general rise in all price levels, and would require a down- 
payment of $2,400 to $3,000. 

In addition to the downpayment requirement, the purchaser, of 
course, must have available in cash at the time of title settlement 
approximately $400 to meet closing costs and prepaid mortgage ex- 
penses. It is the general experience of builders that the typical 
buyer of a house in this price class rarely has more than about $1,000 
in cash to meet all his requirements. 

Nor is this any recent develooment. A low downpayment is a his- 
torical necessity in the home market. Some years ago it was made 
possible by dangerous second- and third-mortgage financing. The 
FHA single high-percentage first mortgage is a far safer way to fill 
this need. A study of mortgages in a typical city in the 1920’s— 
long before FHA—shows that at that time 72 percent of properties 
carried loans over 80 percent of value and 55 percent were encum- 
bered by second mortgages and 12 percent by third mortgages. A 
fuller discussion of this study is attached, as shown on table VI. 

This out-of-date FHA schedule has caused homebuilders to build 
to a mortgage pattern rather than to meet housing needs. This is 
illustrated in our chart showing size of owner-occupied housing by 
years built. As you can see, the production of housing with five or 
more rooms has been decreasing steadily and substantially since 1939. 

The next chart, “Percent of Bedroom Needs Met,” was made from 
figures obtained in the latter part of 1949 and first part of 1950. 
This chart shows that, at that time, only 79 percent of those who 
actually needed a 3-bedroom house were able to buy it; and only 
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22 percent of those who needed a 4-bedroom house were able to buy 
it. Because of the high birthrate since 1950, we believe that a sail 
Oe is unable to buy the 3- and 4-bedroom house today. 

In order to correct the housing trends shown in the first chart and 
to meet the bedroom needs shown in the second chart, we propose the 
following amendments: 

We believe strongly that the amendment to section 203 (b) 2 of 
the National Housing Act, contained in section 104 of this bill, is 
absolutely necessary 1n fairness to nonveteran home buyers, but that 
downpayments permitted under it would be still somewhat too high 
for the average customer. It should be amended in two respects: 

First, to recognize closing costs and prepaid mortgage expenses as 
part of the cash downpayment requirement; and second, by applying 
the 95-percent limit to the first $10,000 instead of the first $8,000 
of appraised value. That is our suggested amendment No. 2, sched- 
ule A. 

(2) Delegation of congressional authority over downpayments and 
term of loan should be stricken: The increases in ratio of loans to 
value, increases in the maximum permissible loan amount, and the 
longer maximum term should become effective immediately. The bill 
would make these changes conditioned on a Presidential order. We 
are opposed to this. That is our suggested amendment No. 1, sched- 
ule A. 

In our opinion, such a two-stage arrangement is wrong in principle 
as an undue delegation of congressional authority which can be justi- 
fied only by existence of a clear emergency. No emergency exists 
which might require action before Congress could act. 

The home-building industry, as we believe this committe knows, 
by its very nature, requires a long-term basis for operations under 
rules well understood by builder, lender, and customer. It has been 
handicapped too often in the past by a constantly shifting set of rules 
which have, on occasion, prevented builders from planning and build- 
ing projects in an orderly fashion. Such sudden changes are disruptive 
to the sales market. Buyers do not know from time to time how much 
cash savings they must accumulate. Sources of construction financing 
and permanent mortgage money are interrupted. 

Moreover, the intended result is not accomplished. The recent ex- 
perience under regulation X should prove the impossibility of using 
credit terms to stimulate or depress the home-building industry 
quickly. I have attached figures which show what happened when 
credit controls were tried in 1950. 

The result then was the opposite from that intended, as shown on 
table V. The industry naturally tries to anticipate and outguess 
possible administrative moves. The complex process of planning, 
constructing, and marketing homes requires a long-term stable cli- 
mate to operate effectively. The home-building industry cannot and 
should not be turned on and off like a spigot. 

It should be borne in mind that the actual amounts accepted by 
FHA for particular cases, of course, do not always go to the maxi- 
mum. They are adjusted from time to time, from area to area, and 
from case to case, as seems appropriate to FHA in the exercise of its 
responsibility in insuring the particular loan. This type of flexible, 
individual variation is a very different thing than a variation in the 
maximum by ; ome centralized authority. 
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The Cuarrman. In other words, you are opposed to giving the 
President the right to change the interest rates, the downpayment, 
and the yearly payments? 

Mr. Hucues. We think the changes should be made by the Con- 

ess, 

e The CuarrMan. You think we ought to write the exact amount into 
the law? 

Mr. Huenes. Yes, sir. Did you include the interest rate? 

The Cuatrman. Yes. 

Mr. Hueues. Not the interest rate. We are in favor of the down- 
payment schedules being written into the law, but the interest rates, 
we believe, should be flexible, somewhat like the law is written, 

The Cuatrman. Why do you discriminate between one as to the 
other? 

Mr. Hugues. We think they are different. We think that the 
downpayment schedule should be definite in order to get the most 
houses for the least amount of money. The builder has to know in 
advance what the downpayments will be so the market will know 
what they have to pay. Right now there is a tendency to stop buying 
all over the country because they think that there is going to S a 
lower downpayment set up by this Congress. So we would like to 
see it leveled off. The interest rate, it seems to us, is somewhat differ- 
ent. As we have stated in the bill, we believe that the interest 
rate should be the least possible amount that will bring out the mort- 
gage money, and it should operate below that 2.5-percent level which 
1s set above the long-term rate. 

The CHarrman. So you are in favor of letting the President set 
the interest rates, but you want us to be specific in the law as to the 
downpayment and the yearly payment? 

Mr. Hucues. Yes, sir. 

The Cuarman. No flexibility at all to the Administrator or to the 
President ? 

Mr. Hucnes. That is except as to the FHA. 

The Cuamman. You may pr , 

Mr. Hueues. Finally, I wick to point out that the individual lender 
also exercises control with respect to the amount of any particular 
loan at any particular time. The Federal agencies, such as Federal 
Reserve Board and the Treasury, which control the money supply, 
already exercise a potent control over the terms which lenders are 
willing to offer. This has been thoroughly demonstrated in the past 
year. To control ratio of loan to value, maximum loan amounts, and 
maximum loan terms, the Federal Reserve System need only make 
very slight changes in the credit machinery which it already operates. 

Punters, we believe that the controls already granted A— 
which may be used nationally or on an area basis—are more equitable 
for buyers and less disconcerting to builders. Add to this the general 
monetary controls which may be applied by the Federal Reserve which 
cause lenders to increase downpayments and shorten terms of amorti- 
zation, and the Government has sufficient authority to properly control 
our industry. 

(3) Rental housing and cooperative housing: We support the 
amendments to section 207 and to section 213. owever, we call to 
the attention of this committee that the maximum dollar limits under 
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section 207 are substantially more restrictive than those provided for 
cooperative housing under section 213. Asa partial equalization, the 
limits under 207 should be $7,500 and $7,800, respectively. 

Our builders believe that 80 percent of value, or $2,000 per room for 
non-elevator-type apartments, or $2,400 per room for elevator-type 
apartments, is suffcient. 

This is designed to encourage larger rental units. But the restric- 
tion of $7,200 for nonelevator type and $7,500 for elevator type on 
apartments having an average of less than 4 rooms will have a ten- 
dency to reduce the construction of units to be rented in lower brackets. 

For example, an apartment with kitchen, dinette, bath, living room, 
and 1 bedroom would be classed as 314 rooms—less than 4. Therefore, 
it would qualify for only $7,200 nonelevator type, $7,500 for elevator 
type. But this small apartment has the same basic expense in plumb- 
ing for bath and provisions for the kitchen as the larger apartments. 
There is also more unusable space lost in access hallways. 

To offset this, we are asking for an increase in these limits of $300 
per unit. 

Community facilities: Although not covered by this bill, we would 
like to call to your attention a rapidly developing problem. In many 
areas, school facilities and utility installations are utterly inadequate 
to provide for our growing population. Local governments have ex- 
hausted their resources and are, in many cases, seeking to slow down 
and even to prohibit entirely further home building within their com- 
munities. This will affect new home construction under section 221 as 
well. Some solution for these problems must soon be found. 

This is probably not the time to suggest remedies for the entire 
problem. However, the school situation could, in our opinion, be sub- 
stantially relieved if bidders could rent to local school boards for 
classroom use one or more houses out of their projects. It would en- 
courage such a practice if FHA would permit temporary use for that 
purpose without affecting its mortgage insurance. 

The loans could be closed in the builder’s name or the corporate 
name and rented to school boards until taxable income is sufficient to 
allow the school board to build permanent classrooms. The houses 
would then be converted for residential use. 

We think the wording of the statute does not forbid this, but the 
problem is sufficiently important to warrant a clarifying amendment 
at this time. See our suggested amendment No. 3, schedule A. 

Two hundred and fifty thousand small homes for low-income 
families: 

(1) FHA title I, section 8: We agree to the repeal of title I, section 
8, in order to streamline the National Housing Act, on the specific 
understanding that FHA intends to continue this activity by appro- 
priate regulations under section 203 which would permit, under that 
section, the same minimum construction and development require- 
ments, service charges and other features now characteristic of title I, 
section 8. That is our suggested amendment No. 4, schedule A. I 
believe you should know, however, that many of our builders fear the 
transfer to title I will reduce the value of this section. 

Senator Sparkman. Mr. Hughes, may I break in, there? I have a 
call to come to my office, so I am going to have to leave. Iam glad you 
brought out that point with reference to title I, section 8. I have been 
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somewhat disturbed by the idea of consolidating that with title IT 

housing. I am glad you make the point that you do, that we ought to 

make certain that if it is consolidated, suitable regulations and plans 
should be set up to insure its continuance. 

I wanted to ask you if my impression regarding that is correct, 
that recently there has been a considerable upsurge in the use of the 
section 8 type of housing? 

Mr. Hueues. Since the half-a-point servicing was allowed, there 
has been considerable mortgage money come into the field. We now 
have projects all over the country. From Long Island to down in the 
South and all over the country, title I, section 8 projects are starting up. 

Senator Sparkman. Is this not true: Doesn’t that section hold, in 
the present program, the best promise for low-cost housing? 

Mr. Hvueues. It has very good promise for low-cost housing. I 
don’t say that it is absolutely the best. We want to try in section 221, 
because—— 

Senator SparKMAN. I say in the present law. 

Mr. Hucues. In the present law? Oh, yes. 

Senator SparkMAN. Here is the trouble with section 221, if I under- 
stand correctly the testimony of Mr. Hollyday and Mr. Cole, that 
section 221, or the use of section 221, is reserved to supplement slum 
clearance, or people removed from slum-clearance projects. 

Mr. Hvueues. Families dislocated from slum-clearance areas. We 
favor housing for dislocated families, but we think it should be 
expanded. 

Senator SparKMAN. You don’t believe it should be limited to that? 

Mr. Hucues. We think it should be expanded to include minorities 
under the special-aid-program basis. 

Senator SparkMan. I am sorry I have to leave. You are making 
a very fine statement, but I have had a call and I must leave. 

The Cuatrman. Would you like to recess now and come back at 
2:30 so we would have more time? 

Senator Sparkman. I wish we could have more members of the 
committee to hear this, because I think he is going right to the heart 
of the bill. 

The CuarrMan. It is unfortunate that I had to be away this morn- 
ing, but we were having a majority caucus and they didn’t give us 
enough warning in advance so that we could reschedule this hearing. 

We can meet in the Old Supreme Court chamber. It is 12. Why 
don’t we recess until 2 o’clock, in the Old Supreme Court chamber, at 
which time Mr. Hughes will finish his testimony. 

(Whereupon, at 12 noon, the committee recessed, to reconvene at 
2 p. m., in room P-63, United States Capitol.) 


AFTERNOON SESSION 


(The committee reconvened at 2:05 p. m., in room P-63, the Capi- 
tol, Senator Homer E. Capehart, chairman, presiding.) 

The Cuarrman. Let’s proceed, Mr. Hughes. 

Mr. Hugues. Section 221. 

We also support the provision which would add a new section 221 
to the National Housing Act. The bill as written would make units 
produced under this section available only to families dislocated or 
displaced because of programs of rehabilitation or urban redevelop- 
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ment. They would be given an opportunity to own a home with a 
dow npayment of $200 and 40 years to amortize the loan—provided 
their incomes are suflicient to pay the FHA debt service, or monthly 
payment. Standards of qualification for such a loan will be figured 
by the FHA on the same ratio of income to debt servic e—monthly pay- 
ment—as any other FHA loan. Our computations indicate that many 
such dislocated families could qualify for such a loan. 

In the city of Detroit under a program of redevelopment 1,953 fam- 
ilies were dislocated. Of these 1,958 families, 1,322 had incomes of 
$2,500 or more. Eight hundred and eighty-six families had incomes 
of $3,000 or more. 

Table No. VII shows those incomes. 

On the usual FHA ratio of 25 percent of income for mortgage 
charges, these families would easily qualify for a loan of $7,500 under 
this section. 

I have heard much discussion about the economic soundness of 
section 221. In my opinion, FHA would and could put economic 
soundness into these section 221 loans by increasing the insurance 
premium in order to place into its reserves for losses a sufficient amount 
to cover its increased risk. Thus, this type of loan would be eco- 
nomically sound on the same basis as a fire-insurance company gets 
economic soundness by charging a larger premium on frame houses 
than on masonry houses. 

The bill also provides that the builder may build section 221 houses 
and close a loan of 85 percent of value. The builder may then rent 
or enter into a contract for sale to dislocated families who cannot 
qualify to purchase the houses. When the income of the dislocated 
family has increased or its financial condition has improved so that 
they can qualify, the contract purchaser can then close the FHA loan 
in hisown name. This is certainly not a bonanza for the home builder 
but it can be made to be sound and it can, in our opinion, provide many 
families with homes who, prior to this time, have not been given 
the opportunity to own their own home. 

As we interpret this section, it would not be confined to new homes 
and, in larger cities, new conditioning of existing properties would 
be used extensively. We support the provisions of section 221 because 
it is a bold, new experiment to adapt the resources of home building 
and home lending to the problems of housing low-income families. 
It will give many low-income families their first opportunity to own 
their own homes. It will give the home-building industry an oppor- 
tunity to prove that it can provide better housing at less per unit cost 
to society than under any other system. 

We urge two changes. First, we strongly urge that the facilities 
of this section should not be confined solely to families displaced by 
slum clearance or rehabilitation or redeve lopment projects, but should 
follow the recommendations of the President’s Advisory Committee. 
It contemplated use of the section for all low-income families, whether 
or not displaced by slum-clearance projects, but on a limited program 
basis. It was felt that the section would be particularly useful for 
housing minority groups. 

Senator Maynank. Now, what is a minority group? 

Mr. Hucues. The Negroes—— 

Senator Marsan. They have more housing in the Carolinas than 
any other group. 
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_Mr. Hueues. Well, in some areas, they claim that they haven’t been 
given 

Senator Maysanx. Who claims that, sir? 

Mr. Hucues. Well, we had meetings not too long ago, with Regi- 
nald Johnson, who represents the Utes League. He claims that he 
wants us to put on a concerted effort—— 

Senator Maysank. I hope you do, but I only want. to make clear 
that—there is more housing in the Carolinas for colored people than 
there is for white people. 

Mr. Hueues. Are you saying they don’t need housing? 

Senator Maypnanx. I didn’t suggest that, but I would like to know 
who are the minority groups. You said “minority groups,” but I know 
of no minority groups in the United States except some propagandists 
that claim to be minority groups. 

Mr. Hucues. Maybe it is their own term. 

Senator Mayank. Do you treat them fairly, the colored people? 

Mr. Hueues. We think we do. 

Senator Mayrank. I didn’t say you didn’t, but who does not? 

Mr. Hueues. I don’t know, sir. 

Senator Maypank. That is all I wanted to know. I put some 
information in the record last year. Mr. Brown represented some of 
the people—a so-called minority group. I don’t know whether he is 
here now or not. But he made the same statement, and I put in 
the record a list showing that for every 1 house that was put up 
under public housing, there were 2 for Negroes. 

I would like to see who all these minority groups are, because I 
can't find them. You don’t discriminate, do you! 

Mr. Hucues. No; I don’t discriminate. 

Senator Maysank. Your organization doesn’t. I have never heard 
of the Home Builders discriminating. 

I think you are absolutely right here in what you say, in connec- 
tion with the Senator’s recommendation in this bill to provide ade- 
quate repair work and cleaning up old properties. I think you are 
absolutely right, but I hate to hear talk coe minority groups around 
here, because I have never seen it myself. 

Mr. Huenes. Should we call them the low-income families? 

Senator Maysank. I would think so. There are plenty of white 
people in the same position, and there are plenty of other people in the 
same position, 

In Kew York, for instance, I understand they have Puerto Ricans, 
and I understand they have trouble. And on the west coast I under- 
stand they have trouble with certain orientals, but they are Ameri- 
cans. And in New Mexico—and I know it well—along the border you 
have trouble with Mexicans. Unfortunately they are in the low- 
income group. But I understand—and I have looked it over very 
carefully, and I was responsible for some of those projects in New 
Mexico, if I may say so—that they did have trouble, and they did 
the best they could do by the Mexicans. 

You have the same situation in New England, with French Ca- 
nadians, who are in the low-income group, but they are not a minority 

group; they have the same we to vote as anybody else. 

Mr. Hueues. In our March issue there, of the Correlator, we—— 
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Senator Maysanx. I appreciate the book you sent out, too. But 
why should they be “minority”? Now, the Home Builders sent out 
a mee big book—I don’t have a copy of it, it is in my office—but they 
have all of these minority groups. And I would like to know who 
discriminates against them in public life around here. I know the 
chairman doesn’t, and I know I never have. 

Mr. Hucues. We were thinking of low-income groups. 

Senator Maynanx. That is different. Low-income groups, but not 
minority groups. 

Mr. Hucues. Now, that is the Home Builders’ publication. 

Senator Maysanxk. You sent something to my office. I am sorry I 
wasn’t here this morning. I was over with Mr. Benson at the Appro- 
sriations Subcommittee for Agriculture. Of course, there again we 
1ave to make certain that everybody gets a proper share of allotments. 
And there has never been any discrimination by the Department of 
Agriculture against any group that I knowof. Of course, some people 
are a little smarter than others and might get ahead, much to my re- 
gret, as far as the Government is concerned. But Congress has never 
discriminated in any legislation against minority groups, have they ? 

The Cuarrman. What is a minority group? What does “minority” 
mean? Itmeansasmall percentage. Let’s get the dictionary and see 
what “minority” means. 

Senator Maypank. Some propagandists around Washington could 
tell you. And I am not referring to you, Mr. Hughes. 

Mr. Hucues. I would settle on “low income.” Somehow or another, 
through the years, we have called minority groups those that needed 
houses real bad in low-income families. 

Senator Maysanx. How about the rural farmers? I believe in 
putting this in for them too, don’t you, so that they can borrow money 
to revamp old farmhouses that are about to fall down. 

Mr. Hucues. Yes. 

Senator Maynank. They have a hard time. Cotton is going down, 
and wheat is going down, and corn is going down. 

Mr. Hucues. That is in a separate bill. 

Senator Maysank. I know that, but you may as well call them a 
low-income group, because the farmers are certainly in the low-income 
group in America. 

Mr. Hucues. I want to point out, Senator Capehart, in that bound 
book there, over on the back side there, there is a 3-bedroom, 860-foot 
house, that they built in Indiana, and they are building some for 
$6,290, complete, with heat. That is in South Bend. 

And there are pictures in there of title I houses, and there are small 
houses being built all over the country since—well, they just got 
started again, after they were cut off and couldn’t sell mortgages until 
about 2 yearsago. And they started up again in the fall. 

Now, I understand that in the latter part of last year there were 
about 16,000 units built. But they are just now getting back; they 
are just beginning to sell the mortgages. They are putting on a very 
concerted effort to find houses for those low-income families. 

Shall I proceed, Mr. Chairman? 

The Crarrman. Yes; you go ahead. 

Mr. Hucues. The $7,000 limit should be restored—referring to 
section 211—to $7,600 with a possible $8,600 in high-cost area, which 
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was the recommendation of the President’s committee. The $7,600 to 
$8,600 figure was suggested by a group of some 20 home builders 

resently building low-priced homes in and around such areas as 
Detroit, Gavelen Pitt-burgh, Boston, and New York. This group 
was called to Washington for the specific purpose of assisting the 
President’s Committee to determine what the lowest attainable limit 
would be. It was their informed opinion, based on experience, that 
minimum homes could be built for $7,600 in all but the highest cost 
areas. A $600 cut below that figure will permit such construction in 
some areas but will pose an impossible problem in northern and eastern 
cities and in other high cost areas. 

For example, I have been building a 2-bedroom house for $5,500 
and am planning a 3-bedroom house to sell at $6,750. This home 
is of good modern design, has central heating, and a carport. I doubt, 
however, if it could be sold in and around a northern city at that 

rice, but I am told that it could be duplicated within the $7,600 to 
$8,600 range. That is suggested amendment No. 6, schedule A. 

We do not underestimate the difficulties which must be overcome 
to provide privately financed housing for this type of need. One 
of the major problems will be to overcome the present attitude of cities 
which frown on the construction of low-cost housing. However, we 
are convinced that the proposed section 221 would give the industry 
the opportunity to prove that it can provide housing for low-income 
families. 

Amendments to provide 600,000 homes by new conditioning and 
rehabilitation. 

In order for the trade-in plan to operate successfully, the changes 
in downpayments, above referred to, must be made to apply on the 
same basis to existing properties as to new properties. 

Rehabilitation through law enforcement: More than a year ago, 
the National Association of Home Builders created a housing rehabil- 
itation department under the direction of Yates Cook, creator of the 
now famous Baltimore plan. Under this plan, some 18,000 units 
were rehabilitated. 

The details of NAHB’s program are outlined in the kit which will 
be distributed to each member of this committee. This kit clearly 
outlines our interest in the program. Cities across the Nation are 
constantly requesting Mr. Cook’s services—eager to find a solution 
to this problem. We established a pilot rehabilitation block in New 
Orleans to prove that houses more than a hundred years old could 
be rehabilitated. We have sponsored rehabilitation training schools 
for city officials. The desire to rehabilitate the Nation’s slums al- 
ready exists. However, in the final analysis, the major problem has 
always been, how can the program be financed ? 

The solution to this srallent is provided in this bill. 

Section 220: Section 220 is one of the vitally necessary tools in the 
program I have described. It would permit FHA, under proper safe- 
guards, to extend the benefit of its mortgage insurance program into 
areas now regarded as blighted or deteriorating, provided that the 
local community sets aside the area for rehabilitation and institutes 
a plan satisfactory to the FHA which will assure that the entire 
neighborhood will be rehabilitated. This is thoroughly compatible 
with the FHA requirement of “economic soundness” and is in line 
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with the growing movement to encourage efforts to conserve thousands 
of homes now being allowed to deteriorate. 

FHA title I: We endorse those amendments which increase the max- 
imum amount and the maximum term of loan under title 1. These 
loans, as you know, are for modernization and repair. They are essen- 
tial to a conservation and rehabilitation program. 

The bill also contains a provision whereby loans and grants may 
be made to cities which have shown their willingness to help them- 
selves in order that these slum areas may be properly replanned and 
provided with the necessary parks, playgrounds, schools, and utilities. 

I would like to insert a statement here. We also want to comment 
briefly in support of title IV of the bill, which amends the so-called 
urban redevelopment provision of the Housing Act of 1949. 

The National Association of Home Builders has, as one of its pri- 
mary objectives, the correction of urban slum and blighted areas. 
Urban redevelopment, or, as the new bill would change the term, 
“urban renewal” is an important weapon in that respect. It is our 
concept that a tremendous amount of work needs to be done and can 
be done in conserving and rehabilitating those structures which are 
still sound, but there will be many areas in which the process of decay 
is so far gone that it cannot be arrested by this means alone. In 
those areas, land must be acquired and the decayed structures upon 
it moved in order that it may be redeveloped properly. Title IV of 
the bill provides the instrument for this. 

It should be realized that frequently adverse influences, other than 
the condition of the residential structures themselves, cause or con- 
tribute to urban blight. We heartily agree with the suggestions made 
before this committee a few days ago that in many areas the smoke 
nuisance, particularly in areas of concentrated industrial use, has a 
profound adverse effect on urban conditions. We would welcome and 
support a concentrated effort to abate this cause of urban blight. 

The Carman. I have the definition of “minority” here now. This 
is the definition by Webster, in the fifth edition. This is what he 
says about it: 

State or period of being a minor, or under age. 2. The smaller number ; espe- 
cially, in a political body, the group having less than the number of votes necessary 
to control—— 

Senator Maysanx. That is the Democratic Party. 

The Cuarmman. That is what we are talking about here. The mi- 
nority group is the Democratic Party. 

Senator SparkMAN. We take the title. 

The Cuarrman. It is the smaller number, “especially in a political 
body, the group having less than the number of votes necessary to 
control.” 

It doesn’t say anything about colored people, or any other. It is 
just a percentage. 

Senator Maypank. I was going to say there is less trouble with 
minority housing activity. Then they come in here with this and 
say, “Lack of mortgage financing, 40 percent.” That has nothing to 
do with the minority housing activity. And, “lack of suitable sites 
for development, 18 percent.” That would have nothing to do with 
minority housing activity. ‘Low income or minority groups, 10 per- 
cent.” That is 10 percent. That is the only point I wanted to make, 
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because you hear so much about it around here. I don’t think it does 
the colored people or any of these groups any good to always go 
around here as a minority group, because I must say I have never 
known you to discriminate, and I have never suggested such a thing. 

Now, I know you have trouble. As you say in your report here, 
they have to have an income of a certain amount to rent a house. 
Everybody has to have that. 

Mr. Hucues. Our main problem in finding houses for that group 
of people is mortgage money, finding mortgage money. 

Sunes MaysBank. You don't say that in here. You say “lack of 
mortgage money” for anybody. 

Mr. Hucues. That refers to that particular group. 

The Cuarmman. It is due to low incomes. at is what it is. 

Senator Maypanx. That is right. 

The Cuammay. It isn’t due to nationality, religion, or color. It is 
due toincome. That is what governs the problem on housing, income, 
as it does on anything else. 

Mr. Hucues. Now, for the benefit of the Senators who were late, 
the program outlined on the previous pages calls for 2 million new 
or new-conditioned houses each year, in order to solve what we think 
in the housing problem, and get ready for the new family forma- 
tions, what you are bound to hit in the early sixties. By starting 
an average production of 1,400,000 new houses this year and new- 
conditioning 600.000 houses each year, through the trade-in plan and 
through urban rehabilitation or renewal, it will require approximately 
30 percent in additional funds. That 30 percent will be channeled into 
mortgage financing. 

The National Association of Home Builders has established a new 
mortgage finance department, the purpose of which is threefold: 

1. To find additional mortgage funds; 

2. To channel them into mortgages; 

3. To promote the small bank participation plan. 

The CHatrMan. Will you yield just a moment there? I think it was 
the life-insurance people who were in the other day, testifying against 
FNMA, or an extension or a simplification of FNMA, as outlined 
in this bill. They offered a substitute, setting up a sort of voluntary 
or semi-governmental and private institution. You say here you have 
just started a department within your national association, to help 
find mortgage money ? 

Mr. Hueues. That is right. 

The Caatrman. Are you recommending here an extension of 
FNMA? 

Mr. Hueues. Yes, sir. 

The Cuatrrman. You want to do this, and also have an extension 
of FNMA? Are you recommending FNMA as the bill calls for? 

Mr. Hucues. With amendments. 

The CHatrman. You don’t think this life insurance company’s 
plan would work? Or do you? 

Mr. Hucues. We support it. We think it is a very good idea. 
And if it brings out the money, fine. As soon as they get this organ- 
ization set up, if they do, we have a big problem that we are going 
to take to them. We’ll try to sell the mortgages of this low-income 
group to them. 
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But we don’t believe it will solve the problem at this time, that 
demand for mortgage money will be more than it has been. If we 
go ahead with a comprehensive program, and until such time as 
it does become operative, we feel that we must have a good, workable 
FNMA, or some simpler mortgage plan. 

The Cuarman, Do you think it will work? Or haven’t you gotten 
to that part yet? 

Mr. Hucues. I will get to that. 

The Cuamman. All right, you may proceed. 

Mr. Hucues. Two portions of this bill are of vital importance to 
an adequate supply of mortgage financing at terms required by the 
market. These are title II, which concerns itself with interest rates 
and mortgage terms and conditions, and title III, which provides 
for a revised Federal National Mortgage Association. 

Interest rates: For the past several months, yield on investments 
of all kinds have been dropping sharply, and, to some extent, this 
has naturally been reflected in mortgage rates. With Treasury 314- 
percent 30-year bonds selling over 109 to yield approximately 2.65, 
and with Treasury 214’s of 1967-72 selling just under par, a 414- 
percent interest rate on Government-guaranteed or insured loans 
should be ample at this time. 

It has long been the position of home builders that maximum per- 
missible interest rates for both FHA-insured and VA-guaranteed 
loans should be the lowest feasible rate at which funds will flow into 
those loans in feasible amounts, and should be at a rate to reflect the 
longer swings in investment yields. We do not object to presidential 
power to set interest rates from time totime. The portions of this bill, 
however, which extend such power to downpayment requirements and 
maturities should be eliminated for the reasons stated earlier. 


SUGGESTED AMENDMENT NO. 7—SCHEDULE A 


The Federal National Mortgage Association: The distribution of 
funds for mortgage financing throughout the country is uneven and 
imperfect. Particularly in the South, the Southwest, and the Far 
West, the supply of local capital is chronically insufficient to finance 
the new homes needed to keep pace with population growth. Con- 
sequently, these areas must import mortgage money. This is graphi- 
— illustrated by the chart showing “Dependence on FNMA by 
States.” 

Senator Mayspanx. Why is that? 

The Cuamman. What is that above the line? 

Mr. Husnes. That is above the average of the usual FNMA per 
dollar income in those States. 

Senator Maypanx. Why is that a fact? 

Mr. Huaeues. They don’t have enough mortgage money in those 
areas, 

The Cuarrman. You mean that is where they use a lot of FNMA 
money ¢ 

Mr. Huaues. In greater proportion to their income. 

Senator Maypank. Now, why is that? 

Mr. Hucuers. They are mostly new areas. 
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Senator MaysanK. Georgia, South Carolina, and those States don’t 
have the home offices of the insurance companies. The insurance com- 
panies in New York and Boston—and other eastern metropolitan 
areas are better able to service their loans in their immediate areas. 
How can we get around that ? 

Of course, you are absolutely right. I am not criticizing the in- 
surance companies, because if 1 took out an insurance policy—which 
I did years ago—I knew of the New England companies. But when 
they get huge sums of money into their accounts, they are supposed 
to look after the people who pay the premiums. They feel they can 
lend the money locally, in my judgment, with better supervision, and 
perhaps they could ship it to the places where they have their offices. 

Mr. Huenes. That is what is happening now. 

Senator Maynank. I asked that question because Senator Cape- 
hart spoke about the insurance companies. And I mean no criticism 
by what Iam saying. Iam only trying to find the facts. But that is 
the reason for it. There is Oklahoma, Florida, and New Mexico— 
their money is carried to New York. 

Senator Bray. Senator, I don’t think the same reason applies to 
Maryland. 

Senator Maysanx. I don’t know your problem, Senator. 

Senator Bratt. We're expanding too much. That might be the 
reason for it. 

Senator Maysank. I wouldn’t know. But the big insurance com- 
panies are located in Massachusetts, New York, and New Jersey. 
And that is where the money goes. 

Senator Brat. I see we are above the average. 

Senator Mayzank. I ask these questions constructively. Don’t 
misunderstand me. But you do think that is one reason anyhow, the 
insurance companies, don’t you ? 

Mr. Hucues. Yes, I do. And the savings banks. 

The Cuamman. You don’t think that you could set up a joint 
governmental and private institution to look after the mortgages, as 
suggested by the life insurance companies, so we can get away from 
FNMA entirely ? 

Mr. Hueues. I would like to see it tried, and if it does work. 

The Cuaimrman. You think FNMA will work, as called for in the 
bill? 

Mr. Huenes. It will work as we propose it, I think. 

The Cnatrman. Are you willing to give up 3 percent of your profit? 

Mr. Hucues. No,sir. We are recommending a change to 2 percent. 

The Cuamman. Are you willing to give up 2 percent of your profit ? 

Mr. Hvenes. If it goes into the bank where you need it—that is 
just one of the things you have to do. That is the penalty you have 
to pay. 

The CuatrMaNn. I have always taken the position I would rather 
see people get houses, even if we had to pay more interest, than not 
to see them get houses. 

Mr. Hvueues. If the interest rate is proper, there would be less need 
presumably for FNMA. Presumably the money would flow more 
freely into mortgage loans. 

The Cuarrman. We have had a number of witnesses, of course, that 
are against the Federal National Mortgage Association. We have 
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had some for it. We have had much testimony against this flexibility, 
permitting the President to set the interest rates and downpayments 
and terms. You are testifying against it, except on interest. 

Mr. Hueurs. That is right. 

The Carman. Why don’t you read your suggestion, then, on the 
Federal National Mortgage Association. 

Mr. Hucues. The su pply of capital for this purpose from areas 
with excess mortgage binds i is subject to considerable fluctuation. 
Moreover, even in areas normally well supplied with capital, addi- 
tional funds are sometimes required for brief occasional, or seasonal, 
periods. 

If we are to have a sound, nationwide, mortgage lending system, 
a central mortgage bank is essential to meet these needs. It is neces- 

sary for mortgage credit, as is the Federal Reserve System for 
commercial banking. 

The Cuamman. Do you think we really ought to set up a Federal 
mortgage system with as much thought as the Federal Reserve Sys- 
tem ? 

Mr. Huaues. Yes. 

The CuarrmMan. We would have to take more time than we have 
been giving to it, wouldn’t we? 

Mr. Hugues. Yes. 

The Cuarrman. We haven’t given that sufficient time yet. 

Senator Maynanx. I haven’t given it a thought yet, but it is quite 
a job. 

Mr. Hucues. That is what we are suggesting, sir. 

The Cuatrrman. Go ahead and read it. We will listen to it, with 
much interest. 

Mr. Hucues. A workable mortgage reserve facility will become even 
more necessary to help the private mortgage-lending system meet the 
expanded demand which we foresee for new and new-conditioned 
homes, under the proposed programs outlined in this bill. 

In our opinion, the proper objective of a central mortgage bank is to 
assist in providing an adequate and stabilized mortgage ‘market so that 
homes may be provided in the volume, in areas, of the size, and at the 
prices that the home-buying market requires. 

It is a vital instrument both to maintain the economy and to satisfy 
the needs of the people. Only by a governmentally supervised facility 
can this be done. 

Although governmentally supervised, it should operate on private 
funds and should pay its own way. But its purpose should not be 
merely to accumulate a profit. The welfare of the Nation as a whole, 
both socially and economically, requires that it help develop a pro- 
gressive, forward-looking, stable, and adequate mortgage market. 

We heartily concur that it should be operated on a businesslike basis 
and that it should offer its facilities only at such prices and on such 
terms as will reasonably prevent its excessive use. But its cost to a 
user should not be so high nor conditions for doing business so harsh as 
to make it available only at terms which would be regarded as exorbi- 
tant if demanded by private lenders. 

Title ITI of this bill fails to meet such a concept in several important 
respects. Unless amended, it will, in our opinion, prove: unworkable 
a possibly do more to depress than to assist the mortgage market. 
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Its terms go far beyond those reasonably necessary to prevent excessive 
use and, in effect, amount to a complete denial of the facility to the 
very users for whom it is intended. 

In our opinion, it is necessary to amend title III in the following 
respects if it is to accomplish what we believe to be its intended and 
proper purpose : 

(a) The test of eligibility of a loan for sale to the Association should 
be its inherent soundness and the determination that loans of the same 
type and general class will, in the portfolio of the Association, consti- 
tute a prudent basis for the sale of its debentures to private investors. 


SUGGESTED AMENDMENTS NOS, 1 AND 5—SCHEDULE B 


The bill conceives the function of the facility to be to purchase only 
those mortgages which are, at the time, sought by private institutional 
mortgage lenders. The soundness of a loan and its marketability at a 

articular time are not necessarily synonymous. The private market 

as, in turn, at various times, regarded with disfavor FHA 80-percent 
loans, FHA 90-percent loans, GI loans, rental housing loans, loans on 
cooperatives, and loans on minority housing. 

Only a short time later, lenders have bid spiritedly for the very 
type of loans that they originally branded as not acceptable. The 
concept in this bill would have prevented purchase by the Association 
of loans of any of these classes, regardless of their inherent soundness 
and regardless of the fact that these loans could have well-supported 
debentures issued against them. The profit record of FNMA is vivid 

roof of this. Dealing in loans which are regarded by some as inferior, 

NMA has a delinquency rate that compares favorably with most 
lending institutions and has paid interest on its borrowings; paid a 
profit of $91 million to date; accumulated additional surplus and 
reserves of some $40 million; and is making a profit of about $214 
million a month. 

The bill limits the Association to buying practically for immediate 
resale. This would make it merely a mortgage broker and provide 
no useful function not already served by private companies. It 
should be permitted to buy for eventual resale at such later time as 
market conditions become favorable. The Association would then 
be able to keep itself appropriately peed while materially assisting 
to stabilize mortgage conditions, which, in our opinion, it cannot do 
under our interpretation of the present wording. 

(5) We believe the Association should be authorized to buy loans 
at a reasonable price level, as determined by it from time to time, 
taking into consideration not only the market price at that time, but 
also the reasonably foreseeable market for mortgages of the same class, 
and current yields on—as well as the reasonably foreseeable price trend 
of—long-term Government bonds and other forms of investment. 


SUGGESTED AMENDMENT NO. 5—-SCHEDULE B 


(c) Funds from private sources, to repay the initial capital pro- 
vided by the Federal Government, should be accumulated from users 
of the facility by requiring capital contributions equal to not more 
than 2 percent of mortgage sales to the Association. 
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Such capital contributions should be nonrefundable; should be 
entitled to receive annual cumulative dividends equivalent to the rate 
of.dividend paid to the Treasury upon its stock; should be convertible 
into stock only after all stock and all obligations of the Association 
held by the Secretary of the Treasury shall have been fully retired; 
and such stock should thereafter be entitled to cumulative dividends 
at a rate not to exceed 5 percent on its par value. 


SUGGESTED AMENDMENTS NOS. 3 AND 4-——-SCHEDULE B 


As you can observe, a nonrefundable capital contribution on which 
dividends are payable as we have suggested, is in effect the same as 
nonvoting stock. We have gone along on the idea of a capital con- 
tribution instead of stock, for two reasons: First, because it is so set 
up in the bill, and secondly, because we think it makes it a little clearer 
to identify and understand the plan we propose for the Treasury to 
receive all the earnings up until such time as the capital contribution 
certificates mature into stock. However, we would have no objection 
to using stock instead of convertible certificates having the same terms 
and conditions. My understanding is that such a proposal is being 
recommended to this committee by the National Association of Real 
Estate Boards. 

Under the bill as presently written, the Association must buy at or 
below the market; require a contribution of at least 3 percent; and, in 
addition, charge a fee for its services. We understand Administra- 
tor Cole, in his testimony a few days ago, expressed concern that the 
3-percent figure may be too high. 

All of these requirements, taken together, would equal as of today 
a discount of 614 to 7 percent—assuming they buy at a price of 97. 
This is far in excess of the charges reasonably required to prevent 
excessive use of the facility. Nor are such amounts needed to produce 
a reasonable operating surplus or to repay the Treasury over a reason- 
able time for the capital it provides. 

On a $12,000 loan, for example, this formula would result in a cost 
for permanent mortgage financing of $750 to $850. This equals, and 
probably exceeds, the extremely high discounts which characterized 
the mortgage market during last summer’s unusual credit stringency. 
This, we submit, is not a proper formula for a mortgage reserve facil- 
ity. We believe it should be the purpose of the Federal Government 
to seek to eliminate charges of this amount rather than to encourage 
them. 

Although the lender will retain the asset represented by the con- 
vertible certificate evidencing the capital contribution required by this 
plan, it will be the builder who pays. In those situations in which 
resort to this facility will be necessary, because of lack of local mort- 
gage credit, the builder is not likely to be in a bargaining position 
strong enough to avoid this. 

In our opinion, the restrictive conditions written into this bill result 
from the unjustified assumption that its operations should be judged 
by the experience of the Federal National Mortgage Association in 
recent years. This overlooks the fact that the Federal National Mort- 
gage Association became a problem only after it was forced to pro- 
vide support to a 4 percent interest rate. We should also be guided 
rather by the experience of FNMA during the years 1938 to 1945. 

44750—54—pt. 147 
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During that period the Association performed, with notable success, | 7 jt won't 
the very function which we are here Denckinds It bought loans only those det 
in modest volume and balanced its purchases by a sizable amount of So, we 
sales, reflecting the ebb and flow of the availability of credit. q The se 
(d) The Association should eventually operate on private financing, 1 pres 
retiring the federally provided initial capital within a reasonable » for hous 
time. However, because of its fundamental importance, it should not But tl 
be turned over to private operation and control. | itself. 
On tl 
SUGGESTED AMENDMENT NO. 6. SCHEDULE B. operas 
gyoes ail 
Senator MayBank. Wasn’t the reason a lot of that occurred because gee dire 
of the raising of interest rates by the Treasury ? panies, 
Mr. Hueues. Part of it. finance 
Senator Mayspanx. I mean the Government bonds, and the Treas- Wet 
ury raising the interest rates. A person would rather go ahead and finance 
buy a Government bond, payable on such and such a day, than buy 10 yeal 
a Federal mortgage; woul he not? ow 
Mr. Hueues. I’m not an expert on that. > the ori 
Senator Maypanx. You would agree that that would sort of level ' and su 
out? You can’t have one interest rate on housing, guaranteed by the > atthe 
Government; another on bonds, guaranteed by the Government, at in stoe 
variable rates. They will all sort of seek their level; won’t they ? divide 
Mr. Hucuers. Mortgages have been a little behind the long-term ' at the 
rates lately. > users. 
Senator Maypank. Lately, yes; but you spoke about last year. 4 Nov 
Mr. Hucues. The bill would eventually turn the association over - millio 
to private control and management. The function of the association ' the fe 
is of such fundamental importance to the Nation’s credit structure, i drops 
that in our opinion it must be governmentally operated, although ob- ' anor! 
taining its funds from private sources. In this respect, it would be 4 Th 
generally comparable to the Federal Housing Administration, which __ whiel 
is an entirely private fund accumulated by payments made by its | priva 
users; but is, nevertheless, a Government agency. The combination ; So, 
of private financial interest and governmental supervision tends to per 
give to the ae a happy combination of influences needed in a : und 
unction of this nature. Moreover, the ibility of transfer to un- i origi 
known owners will seriously impair marketability of the association’s woul 
debentures. _ woul 
(e) Until such time as the initially provided capital is repaid, the | debe: 
Treasury should be entitled to all earnings of the association. There- i Ne 
after, the association should retain its earnings. user’ 
i accu 
SUGGESTED AMENDMENT NO. 2, SCHEDULE B i pes 
4 er 
At this time I would like to try to explain the charts that you have ; does 
attached to the back there. (See p. 733.) and 
Now, as I understand this bill, FNMA is divided into 8 parts. One : S 
major division is the liquidation of its existing portfolio. The bill _ opel 
provides that it could sell the mortgages in the open market, but pre- wou 
sumably it won’t sell them into the open market if the sale of those tha 
mortgages will disrupt the sale of mortgages generally, or disrupt the of t 


mortgage market. It could issue debentures against its existing port- 
folio to make up its indebtedness to the Government, but presumably 
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it won't sell debentures against the existing portfolio if the sale of 
those debentures would disrupt the market. — . 

So, we are in favor of that part of it, as it is written in the bill. _ 

The second division would be that part which would support special 
programs, such as programs for rehabilitation under section 220, and 
for housing the low-income families under section 221. a 

But the part 1 want to discuss is the real secondary mortgage facility 
itself. 

On this chart here is our simple explanation of how FNMA now 
operates. There is $3,650 million authorized by Congress, and that 
yoes directly into FNMA, and from there to the builder and mortga- 
gee direct. And the builder sells them directly to the mortgage com- 
panies, and savings and loan institutions. So, it is a Government- 
financed, Government-operated institution. 

We propose here a plan for a Government-supervised, Government- 
financed plan, which can convert into a privately financed plan within 
10 years. 

Now, on this chart here, we are presuming the Government took up 
the original $70 million that is proposed in the bill, from the capital 
and surplus of the present FNMA, and that the users of the facility, 
ut the time they sell the mortgages into the bank, will buy 2 percent 
in stock accumulation certificates. And FNMA will pay 2% percent 
dividends on the capital stock at all times to the Government, and 
at the same time, 21% percent on the accumulation certificates to the 
users. We think that is important. 

Now, this graph, on page 2, shows that the first year it did $300 
million; the second year, $400 million; the third year, $450 million; 
the fourth year, $450 million; and going down to the ninth year, it 
drops to $400 million; and the 10th year, $350 million. And it goes to 
a normal rate. 

The fifth year shows the outstanding loans at the end of each year, 
which Gould be the approximate amount of the debentures sold in the 
private market. 

So, under those assumptions, at the end of the fifth year, the 2 
percent stock accumulation would now amount to $41 million in that 
fund there, which debentures would be applied against the $70 million 
originally put up by the Treasury. In the meantime, $32 million 
would have been paid to the Government on income taxes, and there 
would still be $18 million in surplus, with $650 million outstanding in 
debentures. 

Now, at the end of 10 years, from the day it was set up, the FNMA 
users, with 2 percent in stock every time they sell into the facility, have 
accumulated $83 million. Seventy million dollars of that would be 
paid over to the Government, to be repaid into capital stock, and 
there would be $13 million left in surplus. And, in the meantime—it 
doesn’t show it here—the $70 million is drawing 21% percent interest, 
and would also have paid to the Government $17,500,000. 

So, at the end of the 10-year period, you would have a Government- 
operated bank, Central Mortgage Bank, using private capital, which 
would be really doing the job because it would be buying mortgages 
that would be needed in certain areas for the low-income families, and 
of the size and kind that are needed. . 
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(f) The association should be authorized to continue to make ad- 
vance contracts under the 1-for-1 — by extending such plan to the 
mortgages held for liquidation in FNMA’s existing portfolio. 


SUGGESTED AMENDMENT NO. 7—SCHEDULE B 


Under the bill as written, the 1-for-1 plan can be used only with 
respect to the prospective portfolio to be accumulated in FNMA’s 
hands for at least a year, to form a base for a new 1-for-1 operation. 
During that time, construction would cease in those many areas which 
presently cee on 1-for-1 as their sole source for the advance com- 
mitments which are essential to home-building. Our suggestion 
+i ag bridge the gap until the effect of the new legislation could be 

elt. 

Incidentally, I would like to compliment this committee on its wis- 
dom in enacting the 1-for-1 suggestion into law last year. The oper- 
tion of that plan has kept home-building from collapse in many areas, 
while at the same time upgrading FNMA’s portfolio and substantially 
assisting to improve the price of mortgage money. Its lapse at this 
time would seriously disrupt the mortgage market and housing starts 
in many areas. 

(9) The limitation of debenture-issuing authority to 10 times cap- 
ital and surplus should be eliminated or, at least, amended to 12 times, 
pending actual experience. 


SUGGESTED AMENDMENT NO. 8—-SCHEDULE B 


The 10 times limit would provide sufficient funds for reasonably 
foreseeable needs during the first years of operation. However, at 
such time as the Treasury is repaid and the entire surplus turned over 
to it, this limit may temporarily be too restrictive. Our estimates indi- 
cateabout $83 million private capital at that time, as against $1 billion 
in debentures. Until such time as the association accumulates addi- 
tional capital and surplus it will have to curtail operations. As noted, 
therefore, we sugges} eliminating the 10 times limit or, at least, amend- 
ing it to 12 times, pending actual experience. 

(h) The $12,500 limit on eligible loans will continue to discourage 
construction of 3- and 4-bedroom houses in many areas, although the 
market requires such larger homes. It should be eliminated. 


SUGGESTED AMENDMENT NO. 9—SCHEDULE B 


To make these changes, the wording of the bill before you should be 
amended as is set forth in schedule B at the end of this statement. 

The Cuarrman. This $83 million, is that based upon 3 percent, or 
2 percent ? 

Mr. Hucues. Two percent. 

Mortgage finance is the lifeblood of building. Title IIT is by far 
the most important part of this bill. It is vital to our $12 billion 
industry and to the welfare of the entire economy that the revised 
FNMA work well, fairly, and soundly. With it and the other sugges- 
tions I have made we believe we can do much to solve the Nation’s 
housing problem and, at the same time, expand the industry to a gross 
volume of approximately $18 billion. 
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The CuarrmMan. I wish you and the life-insurance companies and 
the bankers would get a little closer together on some of the features 
of this bill. 

Mr. Huaues. Well, we disagree with them on some things all right. 
But we are pretty close to the buyers. We are pretty close to the 
market. 

The Cuairman. But they have the money. 

Mr. Huenes. But they have the money. 

That concludes my statement. 

The Cramman. Thank you. 

Senator Beall, do you have any questions? 

Senator Braun. No questions. 

The Cuatrman. Well, it is a very, very fine, and well-documented 
statement. You have certainly spent a lot of time and intelligent 
effort on your presentation. 

Mr. Hugues. Thank you, sir. 

The Cuarman. I don’t think we can ask any more questions at 
the moment. I think we may have to get you gentlemen back in 
here again, you and the bankers and the life insurance people. 

Senator Bratz. I think we ought to have them all together some- 
time. 

Mr. Hueues. I spent 4 months with them on the President’s Ad- 
visory Committee, Senator. I never did convert them. 

The Cuarrman. They didn’t convert you, either. 

Mr. Huaues. No. 

Senator Braux. If we got you all in the same room, and locked you 
in, we might have something. 

The CHairmMan. There is considerable controversy on this bill. 
We are about to end these hearings. We have 3 more days of hearings, 
unless we extend them. We will if it. becomes necessary, if anyone 
ought to be heard. 

But we may hold a couple of days’ hearings on smoke control. Have 
you given any thought to that? Do you think we ought to put some- 
thing like that in this bill? 

Mr. Hueues. Yes, sir. 1 had someplace in there, in the early part 
of the statement, that-we favored it strongly. 

The Cuarman. I frankly don’t know just how the Federal Gov- 
ernment can help on this matter of smoke control. I know just one 
thing, and that is that we ought to find some way in the United States 
to eliminate smoke. It just doesn’t make sense to me to go out here 
and build a beautiful new suburb with big homes, or little homes, and 
then have them in a couple of years completely ruined with smoke 
and soot and dirt. 

Mr. Hueues. In Borger, Tex., where I built approximately 2,900 
houses, it is the center of the carbon-black manufacturing plants, 
and it was the smokiest town I have ever been in, and that includes 
Pittsburgh. But about 6 years ago the citizens got together and went 
to the manufacturers of the carbon companies and asked them to do 
something about it. .And they have come up with a filtering process 
now and have done away with the smoke in all the plants, except one. 

So, industry itself might give us some answers. 

The Carman. There isn’t any question but. what you can elimi- 
nate smoke in any plant or any place where you burn coal and make 
smoke. It can be eliminated. Science knows how to do it. Tech- 
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nology today knows how te do it. It just costs money and takes time 
and effort, and therein lies the problem. 

That brings me up to this point : Should the Federal Government, in 
this legislation, offer to assist in some way by loaning money, rather 
making loans guaranteeable under FHA, quick amortization, and 
other ways? Is it of sufficient importance to the health and welfare 
of the Nation, and as much a part of the slum and blight problem 
as anything else that ought to go into a piece of legislation like this? 

Mr. Hucues. I don’t know the answer to it, but I do believe it is 
a part of the problem. 

The Crarrman. I don’t think there is any question but what it is 
a part of the problem. I don’t think you can ever eliminate slums 
and blighted areas until you eliminate smoke. You can repaint and 
decorate and build new houses, and if you have a lot of smoke, within 
a year or 2 years or 3 years they will look just like they did before 
you painted them. You have just temporarily cleaned up the situa- 
tion. 

Mr. Hucues. In Borger, Tex., the town I was talking about, they 
changed to complete gray in just a week. 

e CuarrMAN. You say industry did the job themselves? 

Mr. Hucues. That is right. 

The Cuarrman. Without any legislation or without any help from 
the Federal Government? 

Mr. Hucues. As far as I know. 

The Cuairman. Just because the people objected to it, and decided 
to do something about it. 

Mr. Hucues. Yes. 

The Carman. It can be done. St. Louis has proven that, and 
I think Pittsburgh has pretty much proven that at the moment. 

You are giving us an example of a.small town in Texas. There is 
no question but what it can be done. It is just a question of whether 
we have the will to do it or not. We in the Federal Government can 
do very little unless local communities and the cities themselves 
want to do it. If they want to do it bad enough, then we possibly 
ought to help them in some way. 

It isn’t clear to me, frankly, how to write the amendment. I have 
been talking about it now for 2 or 3 weeks, and asking a lot of ques- 
tions. I sent a member of our staff to St. Louis, and possibly we will 
send another one to Pittsburgh. We are trying to find a way to do 
it, because I am thoroughly convinced it ought to be part and parcel 
of this whole business. 

Mr. Hvenes. I would like to see what we can come up with in the 
next few days. 

The Cratrman. We certainly welcome your help. We don’t want 
to do something here that isn’t needed, or that is silly or impractical, 
but we would like to do something to eliminate smoke and soot and 
dirt in the cities, the big ones as well as the small ones. It won’t do 
us any good, in my opinion, to eliminate slums and blighted areas and 
not eliminate the causes. 

But as to how to write the amendment, we haven’t yet found the 
solution or the formula. 

As I said a moment ago, we may have to have you people back 
here, along with these life insurance companies, and the bankers, to 
see if we can’t bump your heads together. 
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Mr. Hueues. I would be glad to meet with them. 
The CHarrMan. Maybe we can get some agreement here on what 


we should or should not do. You see, this is a very, very tough bill. 
It isa long bill and a complicated bill. It isn’t easy. 


(The prepared material of Mr. Hughes follows :) 
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USE OF FHA, BY STATES 


2/ STATES ABOVE AVERAGE 







a | ie 
| 


HUE UYU UY 


SUPPLEMENT TO TESTIMONY OF R. G. HUGHES, Pe. NATIONAL ASSOCIATION 
oF Homer BUILDERS ON 8S. 2938 


PROSPECTIVE FNMA OPERATIONS 


Charts on the following pages show the transition of the secondary mortgage 


market portion of FNMA from a Government-operated, Government-financed 
organization to a Government-operated organization using private funds. The 


figures used in the charts are based on the following assumptions: 

(1) That the Federal Treasury will furnish the original capital in the sum 
of $70 million ; 

(2) That users of the facility will buy certificates in the amount of 2 percent 
of mortgages sold. Certificates to be exchanged for stock when total certificates 
equal $70 million Treasury stock. 


(3) That FNMA will pay 2% percent to the Treasury in annual dividends on 
original capital and 2% percent on all paid-in certificates ; 

(4) Projected purchases, sales, average portfolio are listed by years on fol- 
lowing pages: 


{In thousands of dollars] 


lst year 2d year 3d year 4th year 5th year 
SSS citing iinet Cisincian 
Mortgages purchased (at 97)............_.- $300, 000 $400, 000 $450,000 | $450, 000 $450, 000 
saa (4 percent of average port- 

ollo 


eo 4, 000 11,000 16, 000 20, 000 24, 000 
Sales (at 974% percent) ___..........- ~atanienel 96, 000 239, 000 334,000 | 330, 000 326, 000 
Outstanding at end of year. _.._...- 200, 000 350, 000 450,000 | 550, 000 650, 000 
Average portfolio. ____. : 100, 000 275, 000 400, 000 500, 000 600, 000 
Contributions (2 percent of FNMA’s | pur- 
chase)—cumulative balance___......_.._- 6, 000 14, 000 23, 000 32, 000 41, 000 
Accumulated surplus—end of year. .._..... 17, 753 
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10 YEARS LATER 













$1 BiLLION 
DEBENTURES 
OUTSTANDING 





$83 wiuwio0N 
PRIVATE 
CAPITAL 
FNMA USERS 
FUND 


RESULTS, Tee 
BENeFITS| en res rte copa 


/ Private capital replaces government capital 
& Channels home financing into the areas where needed 
at the right time in the right amounts, in the 


public interest, thus broadening the market for low- 
income and minority loans 





4 Doesn't cost the taxpayer a dime 
5. Taxpayer receives a profit 


ScHEDULE A 


SUGGESTED AMENDMENTS 0 TITLES I AND II OF H. R. 78389 
Suggested amendment No. 1 


1. Section 104, page 3, commencing at line 22, strike the colon and the proviso 
that follows and insert a period. 

2. Section 105, page 4, line 10, strike the colon and the proviso that follows and 
insert a period. 


8. Section 115, page 11, line 18, strike the colon and the proviso that follows 
and insert a period. 


4. Section 120, page 14, line 7, strike the colon and the proviso that follows 
down to and including the word “amount” in line 15. 

5. Section 123, page 19, line 18, strike the colon and the proviso that follows 
down to and including the word “amount” in line 25. 

6. Section 123, page 21, line 19, strike everything after the word “exceed” down 
to and including the word “exceed” in line 25. 
Suggested amendment No. 2 


Amend section 104 by (1) inserting at page 3, line 18, following the figures 
“$8,000” the following: “And provided further that closing costs and prepaid 
mortgage expenses paid in cash at the time of closing shall be included in ‘ap- 
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praised value’ for the purpose of determining the maximum permissible mort- 
gage under this section”, and (2) striking the figures “$8,000” at page 3, lines 16 
and 18 and substituting the figures “$10,000” in both places. Section 125, page 19, 
lines 15 and 18 should be correspondingly amended. 


Suggested amendment No. 3 


Amend section 104, page 3, by inserting, following the word “principally” at 
line 12, the following: “(Whether or not it may be intended to be rented tem- 
porarily for school or other community purpose ).” 


Suggested amendment No. 4 

Section 103, commencing at page 2, line 23, insert the following: “The Com- 
missioner shall establish under section 203 of the National Housing Act, as 
amended, special standards appropriate to properties with respect to which the 
mortgage does not exceed $6,000 and may permit a service charge with respect 
to such mortgages.” 
Suggested amendment No. 5 

Amend section 123, page 25, line 5, by (1) striking the word “relocating” and 
inserting in lieu thereof the following: “Meeting the needs of low-income families 
that are not and cannot be met from the existing supply of all other private 
financing and to provide pereference to”; and (2) striking the words “to be so 
displaced” at page 25, line 15; and (3) commencing at line 21, striking the words 
“the relocation of families to be so displaced and who would be” and inserting 
in lieu thereof “low income families.” 


Suggested amendment No. 6 

Amend section 123, page 26, line 18, by striking the figures “$7,000” and insert- 
ing in lieu thereof the words and figures: “$7,600 (except that such amount may 
be not in excess of $8,600 in any area in which the Commissioner shal! determine 
such higher figure to be necessary, by reason of cost levels in such area, to attain 
the purposes of this section).” 
Suggested amendment No. 7 


Section 201, page 42, commencing at line 18 through page 43, line 18, strike 
numbered clause (5). 





ScHEDULE B 


SUGGESTED AMENDMENTS TO TITLE III OF H. R. 7839 


Suggested amendment No. 1 


Amend section 301 (a) by inserting at the end thereof (p. 45, line 7), a comma, 
and the following: “and to assist in providing an adequate and stabilized market 
for the financing of homes in the volume, in areas, of the kinds, and at the prices 
that the market for homes from time to time may require.” 


Suggested amendment No. 2 


Amend section 303 (a) by inserting at the end of such subsection (p. 48, line 6) 
the following: “At such time as the capital stock held by the Secretary of the 
Treasury has been fully retired the then balance of the general surplus account 
and of the reserves of the Association shall be paid to the Secretary of the 
Treasury.” 


Suggested amendment No. 8 


Amend section 303 (b) (p. 48, commencing at line 7) so that the first sentence 
thereof reads as follows: “The Association shall accumulate funds for its ecapital- 
surplus account from private sources by requiring each mortgage seller to make 
payments of nonrefundable capital contributions equal to not more than 2 
percent of the unpaid principal amount of mortgages involved in purchases 
between such seller and the Association.” 


Suggested amendment No. 4 


Amend section 303 (c) by inserting, following the sentence which ends at 
page 49, line 10, the following: “Such certificates shall be entitled to cumulative 
dividends at the same rate as determined by the Secretary of the Treasury under 
subsection (a) of this section with respect to capital stock held by him bat no 
dividends shall be paid upon such certificates if dividend payments on the capital 
stock held by the Secretary of the Treasury are at the time in arrears.” 
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Suggested amendment No. § 


Amend section 304 (a) (p. 52) (i) by striking the words “of such quality, 
type, and class as to meet generally the purchase standards imposed by private 
institutional mortgage investors” and substituting in lieu thereof the words 
“inherently sound and of a type and general class which will assist in con- 
stituting a prudent base for the issuance of debentures to private investors ;” 
and (ii) commencing at line 14, strike the words “at or below the market price 
for the particular class involved, as determined by the Association” and sub- 
stitute in lieu thereof the following: ‘at a reasonable price level, as determined 
by the Association, taking into consideration the market price for the particular 
class of mortgage involved, the reasonably foreseeable market for mortgages 
of the same general class, and current yields on, and reasonably foreseeable 


price trends of, long-term Government bonds and other forms of long-term 
investment.” 


Suggested amendment No. 6 
Delete all of section 303 (g) (p. 51, line 16, to and including p. 52, line 3). 
Suggested amendment No. 7 


Amend section 304 (d) by inserting at page 56, line 1, following the word 
“Association,” the words “(including mortgages purchased out of the portfolio 


of the Association which is subject to management and liquidation under section 
306 hereof).” 


Suggested amendment No. 8 


Amend section 304 (b) commencing at page 58, line 12, by striking all following 
the word “but” through and including the word “and” at line 16. 


Suggested amendment No. 9 


Amend section 302 (b) commencing at page 47, line 3, by striking everything 
following the word “instrumentality.” 


an 





STIRS fp erprengeen yr pen ne TRE 





alia 





The 
transf¢ 
more | 
Nation 
than tl 

Prot 
housin 
others 
econor 
ago C 
was la 
omy b 

The 
promi 
and t 

(the | 
for gt 

mark 

And-— 

high 

keepi 
Th 
vigor 
lutio} 
some 
seem 
chan 
enth 
hous 
Pe 
high 
than 

1930 

Pe 
has 
fall 

B 
hou 
pro 
and 
is a 
car 
affe 





HOUSING ACT OF 1954 741 
{From Fortune, February 1954] 
THE INSATIABLE MARKET FoR HOUSING 
(By Gilbert Burck and Sanford 8. Parker) 
THE CHANGING AMERICAN MARKET: VII 


The dynamic changes that have remade the Nation since the war are also 
transforming the housing industry, which is making more progress and showing 
more promise than it has in a century. Housing today is the only 1 of the 
Nation’s four largest markets that has strong potentialities for growing faster 
than the economy as a whole. 

Probably no American industry has had more heads shaken over it than the 
housing industry. Only 7 years ago is was being described (by Fortune, among 
others) as the industry that capitalism forgot. For the past 4 or 5 years many 
economists have been predicting an early slump in housing. Only a few weeks 
ago Colin Clark, the noted British worrier about United States business trends, 
was lamenting that housing provided no hope for America’s faltering 1954 econ- 
omy because housing costs are too high. 

The fact is that the housing market—barring war or depression—now holds 
promise of providing the great United States growth situation of the 1950's 
and the 1960’s. Housing is the only 1 of the Nation’s 4 largest markets 
(the others are food, clothing, and autos) that today has strong potentialities 
for growing faster than the economy as a whole. It is now close to a $20-billion 
market, already larger than the auto market, and promises to become larger still. 
And—because new houses mean new furniture, new appliances, new stores, new 
highways, new schools—housebuilding is bound to play a portentious role in 
keeping the whole American economy prosperous. 

The housing market also provides an edifying illustration of how a free, 
vigorous economy advances. The progress does not occur in a dramatic, revo- 
lutionaty upheaval, or in a neat, ordered sequence. It comes in fits and starts, 
sometimes with incongruous manifestations, in a series of changes that usually 
seem insignificant by themselves. But the propitious time arrives when these 
changes combine to produce a palpably important change, and it is’ this that 
enthusiastic writers later describe as a revolution. Well, the revolution in 
housing is going on right now, and these are the changes that have produced it: 

People need a lot of housing. Households are increasing at an unexpectedly 
high rate. The average age of the country’s housing stock is 25 percent higher 
than it was in 1930. It would take perhaps 10 million new units to restore the 
1980 age distribution. 

People can afford a lot of housing. Cash income per family unit (1953 dollars) 
has risen 40 percent since 1929, but the value per occupied housing unit has 
fallen 30 percent. 

Better houses are costing less. The major obstacle to replacing substandard 
houses was high costs. Today, however, leading builders are using mass- 
production principles to offset the high cost of everything that goes into a house, 
and are reducing both costs and prices. Many boast plausibly that a house today 
is a better buy compared to a 1946 house than a 1954 car is compared to a 1946 
car. Certainly the day is close at hand when almost anybody with a job can 
afford to own a house. 

Financing, underwritten by the Federal Government, is easy and cheap, and 
BRisenhower administration policy is to keep it that way. One little-known but 
very important example of how the Government has helped: During the war, to 
get emergency housing erected, FHA committed itself to guaranteeing mortgages 
before the houses were built. This practice has been extended, and enables 
builders to put up five times as many houses with the same capital as they did 
before the war. 

People want to own houses. Because houses are becoming so attractive, people 
are bestowing on them something of the pride and interest they have long lavished 
on autos. A house is not only home sweet home, it is something to look at, read 
about, talk about, fix up, improve, and even to stay in. Just as popular desires 
and aspirations in the twenties centered around the auto, so American desires 
and aspirations now seem oriented back to the home, or at any rate popular as- 
pirations are sufficiently expanded to embrace a house as well as a car. Home 
ownership is becoming a kind of mass movement that almost surely will accele- 
rate greatly the development of the market. 
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THE RASIC NEED 


The need for housing, even after the so-called building boom of the past 8 years, 
is now much greater than anyone thought it would be. That need may be di- 
vided into two categories. One is the fundamental, almost irreducible need 
based on the net increase in households each year, plus an allowance for destruc- 
tion and vacancies. This is what the economy must have merely to maintain the 
ratio of housing stock to population. Barring depression or war, it may be con- 
sidered rock-bottom demand. 

This basic demand, created mainly by household formation, is staying unex- 
pectedly high. As Fortune has explained in previous articles in this series, the 
wartime and postwar marriage boom is tapering off, but not so much as once 
appeared likely ; and single people are setting up more households than appeared 
likely a few years ago. Thus household formation, which averaged 1,325,000 
annually in 1945-49, is averaging a little better than 900,000 annually in 1950-54, 
and, given peace and prosperity, is not likely to fall below the 800,000 mark in 
1955-59. (As the chart on p. 104 shows, household formation will rise steeply 
again after 1960, when the baby crop of the 1940's begins to reach marrying age.) 

To this 800,000 units of basic demand, there must be added 300,000 to make 
up for demolition, and to maintain a reasonable vacancy rate as the housing sup- 
ply increases. So 1,100,000 housing units* are needed annually just to satisfy 
minimum requirements in the years 1955-59. 


THE REPLACEMENT NEED 


The second kind of housing need is for the amount the Nation should have to 
raise its standard of housing as high as its overall living standard has risen, and 
to keep it rising at about the same rate. It is called the replacement need be- 
cause it involves, in the last analysis, the scrappage of old houses. This is not to 
say that housing standards have not been rising. But the point is that the housing 
supply has not improved as much as the supply of household appliances, food, 
and automobiles. There were bathtubs before automobiles were thought of, but 
today there are fewer bathtubs in the United States than autos. 

Estimates of the replacement need usually depend on who is doing the esti- 
mating, upon the assumptions he makes about minimum standards, and upon how 
fast he thinks the Nation should catch up’on obsolete housing stock. In 1950 
the Housing and Home Finance Agency figured that 6,300,000 units of the nonfarm 
home supply were substandard, and that 7,700,000 would be so by 1960; to wipe 
out this substandard housing in, say, 10 years, would require about 700,000 units 
a year, in addition to the 1,100,000 needed to satisfy basic demand. Other esti- 
mates have assumed that the housing stock of the country—now 44 million non- 
farm units—ought to be replaced or rebuilt every 100 years, which would mean 
a replacement-market potential of nearly 450,000 housing units a year. 

Instead of estimating an arbitrary need, Fortune has tried to gage the realities 
of demand, based on the relationship between income and the worth and age 
of existing housing units. The chart above is the result. It shows, in effect, 
that the Nation’s standard of housing has failed, and failed by an astonishing 
margin, to keep pace with the Nation’s real income. 

How account for this phenomenon? For one thing, it reflects the underbuild- 
ing during depression and war. For another, most houses built since the war, 
thanks in part to FHA’s emphasis on low-cost housing, were relatively low 
priced. Finally, housing seems an excellent example of what economists call a 
price-elastic commodity ; when its price rises more than the general price level, 
people feel so inhibited about buying that they end up by spending less on it. 

Between 1929 and 1947, according to imperfect indexes available, the cost of 
homebuilding rose more than half again as much as the general price level. 
People responded, apparently, by spending a smaller proportion of their income 
on it. Even in the housing boom of 1946-53, when Americans bought nearly 10 
million new units, they probably did not spend so large a percentage of their 
annual income on new housing as they did in the 1920’s. The builders, as we 
shall see, have done a lot to correct this imbalance, but they still ha¥Ve a long 
wavy to go. 

The number of family units with $4,000 to $7,500 in disposable cash income 
(1953 dollars) has increased more than threefold since 1929—from 5,400,000 to 


This estimate includes 100,000 farmhouses and 200,000 net conversions, mostly big 


single units cut up into smaller units; thus the minimum need is for some 800,000 new 
units of nonfarm housing. 
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nearly 18 million. How much did a family in this income bracket pay for a house 
in the 1920's? Up to 3 times its income, or in other words, from $12,000 to 
$22,500. But since 1929 the number of housing units worth $12,000 to $22,500 
(in 1953 dollars) has increased by only about 30 percent—from 4,800,000 to 6,300,- 
000. To put it another way, some 11 million families in the middle brackets are 
living below what might be called their 1929 standard of living. 

The number of family units with more than $7,500 in disposable income (1953 
dollars) has more than doubled since 1929—from 2 million to 5,800,000; but the 
number of houses worth more than $22,500 has decreased from 2,200,000 to 1,800,- 
000. In other words, what was once a modest surplus of higher-priced houses 
has turned into a large deficit. If the housing industry had been anywhere near 
as successful as the auto industry in getting its share of middle- and upper-income 
purchasing power, the United States might have, instead of its 1,800,000 houses 
worth more than $22,500, nearly 8 million of them. 

The number of family units with $2,000 to $4,000 having disposable cash in- 
come (1953 dollars) has increased from 13,100,000 to 16,200,000, and the number 
of housing units worth $6,000 to $12,000 has increased much more proportion- 
ately—from 8,400,000 to 13,800,000, 

The number of family units with $2,000 or less in disrosable cash income 
(1958 dollars) declined from 16 million in 1929 to 11,500,000 in 1958. But 
the number of housing units worth $6,000 or less increased from 14,500,000 
to 24,209,000. This suggests that millions of family units with more than 
$2,000 a year in disposable cash income (1953) dollars) are living below 
their standard of housing, and perhaps above their standards in television and 
cars. Moreover, the bulk of these 24,200,000 housing units are more than 30 
years old, and although a lot have been remodeled, probably a quarter of them 
are substandard. 

The housing stock is considerably older than it was in the 1920's. Thanks to 
the postwar building boom, to be sure, 12 million dwelling units, or 30 percent of 
the nonfarm supply, are less than 10 years old, against 8,500,000 in 1930. But 
24 million units are now more than 30 vears old, against only 11 million in 1980 

These are the basic facts in Fortune’s estimate of replacement needs, which 
now may be defined more specifically : The amount of housing required to bring 
family income and housing value back to their 1929 relationships. The figures 
above suggest that a total of 10 million new units, or 500,000 a year, must be 
turned out to meet the full replacement need for 1955-75. But the 10-million 
estimate is of course based on the total housing supply, and hence’ includes 
units needed to make up for demolitions in the minimum estimate. These will 
run to about 200,000 a year. This leaves the number of additional new housing 
units required to restore the 1929 relationship between housing value and income 
at 300,000 a year. 

So the maximum projection for 1955-59 works out to 300,000 plus 1,100,000, the 
minimum requirement: and the 1,400,000 includes, besides 200,000 conversions and 
100,000 farmhouses, 1,100,000 new nonfarm units—almost exactly the annual 
average of new farm units for 1950—54. And the 1,400,000 total, in effect, amounts 
to an ever normal housing boom for the rest of the 1950’s. What is more, a 
new boom will begin in the 1960's, when the war and postwar babies form house- 
holds of their own. 

THE DOLLAR VOLUME 


So far we have been talking in housing units, not in dollars that might be spent 
on housing. How much is the market worth? The maximum pro‘ections for 
1955-59 call for an annual average of 200,000 net conversions and 1,200,000 new 
units, ineluding 100,000 farmhouses. The new units should be worth about $12 
billion, since the 1,200,000 new units built in 1953 were valued at $12 billion. 
Nobody knows exactly what the repair and remodeling market amounts to, but 
estimates vary from $5 billion to $9 billion. Thus the housing market is already 
approaching $20 billion. 

To realize this figure during the next 5 years, the industry must build 300,000 
replacements a year, and to build them it probably has to reduce costs and prices. 
This, however, does not mean that its gross will surely decline. Just as peonle 
inhibit their spending on a durable whose price increases inordinately, so they 
tend to spend more on durables whose prices decline encouragingly. The possi- 
bility exists that the industry can achieve a hich dollar volume by making both 
new and remodeled houses so attractive, physically and financially, that peonle 
who can afford to pay more will be willing and even eager to spend more. Can 
the industry improve its product that much? 
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NEARLY HALF THE UNITED STATES HOUSING DEMAND IS FOR HOUSES IN THE $7,500- 
TO-$12,500 PRICE RANGE 
The 
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THE FORCES OF PROGRESS 


The widely used indexes of housing costs are inadequate, for they are based 
not on the cost of the finished house, but just on the cost of labor and materials 
going into it. They make no allowance, in other words, for the skill and produc- 
tivity of the builders. Actually, the forces of productivity are overcoming the 
forces of stagnation. The industry has begun to give more for less, and compe- 
tition will force it to give still more for less. Even the casual observer can 
see some of the evidence of recent progress—the ingenious utilization of space, 
the simplification of design, the integration of house and land, the use of fabri- 
cated components. But a closer look at technique reveals a long list of advances, 
innovations, and improvements that add up to something close to a revolution. 

Houses everywhere, built by large contractors and small, are being planned to 
fit large sheet materials. “Dry” walls are rapidly replacing lath and plaster. 
Back in the 1920's, 90 percent of America’s new houses were lathed and plastered. 
Today hardly 50 percent are, and the percentage is falling. The alarmed plas- 
terers have created a national bureau to reeapture the market or hold what is 
left. It is a dismal assignment. Nearly every month some bright company 
comes up with a new wallboard, while plaster remains just the same. 

Frames are being precut. Walls are being assembled on the ground and then 
“tilted” up. Roofs are being built as trusses, wholly supported by the exterior 
walls, so the interior floor and walls and ceiling can be finished as one room, and 
so standardized prefabricated, or “storage wall,” partitions can be installed in a 
few hours. 

Such advances were dramatized by the so-called Trade Secrets Houses, built 
in some 30 cities under the auspices of the National Association of Home Build- 
ers. Actually there are no real secrets in the industry; there is only a lack of 
effective communication among builders. The association provided plans and 
technical help to members, and the houses, designed to sell for around $15,000, 
showed what could be done by the small as well as the large builder. The whole 
scheme was so successful that the NAHB sped up the activities of its research in- 
stitute, which is now. promoting field tests of new techniques and materials in 
builder-members’ houses, 


And here is an outstanding ex- 
ample of what the prefabricator 
can do. Anybody near a dealer 
can buy this house for $12,500 : 
complete with paved enclosed 
patio and full air conditioning. 
The lot is extra. It is National 
Homes Corp.’s_ three-bedroom ' 
Ranger, designed by Charles M. 
Goodman, which comes in four 
different floor plans and many de- 
sign variations. 

National’s houses are turned 
out in highly mechanized facto- 
ties im Lafayette, Indiana, and 
Horseheads, New York, and they 
are sold through 485 dealer-build- 
ers, who get 10 per cent net. In 
the year ending last June 30, Na- 
tional sold 12,738 houses, and ex- 
pects nearly to double its output 
this year. 
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FACTORIES IN THE FIELD 


So far it is the mass builders who are making the spectacular advances in 
cutting costs and giving more for the money. Earl (Flat Top) Smith, the San 
Francisco builder whose $8,700 house is pictured on the facing page, saves 
about 15 percent by his own ingenious method of using slab floors and flat roofs. 
And, of course, the Levitt family, which in its great Levittown, Pa., development 
is planning and building a city of 60,000 in 3 years, provides the East’s out- 
standing example of the way many little advances can total one large advance. 

The Levitts’ materials and equipment are bought in huge quantities; lumber 
is precut at the site; every step of the building operation is performed by 
specialists, including even the laying of driveways. Their $10,500 house would 
sell at About $14,000 if designed and built to order and their $16,000 house would 
sell at around $22,000. What is more, the Levitts probably make as good a 
profit on their houses as the builder of made-to-order houses realizes on dwellings 
of about the same price. 

This is roughly verified in a book called Housebuilding in Transition, by Sher- 
man J. Maisel, associate professor of business administration at the University of 
California. Mr. Maisel estimates the cost of constructing a house with 1,000 
square feet of floor space by a small builder (1 to 25 units), by a medium-sized 1 
(25 to 99), and by a large 1 (100 units and more). Before overhead and profit, 
he figures the house would cost the small builder $8,759, the medium-sized 
builder $7,916, and the large builder $7,142. The small builder, after allowing 
less than $750 for overhead and profit, would have to charge $9,500 for the 
structure. But the large builder could charge nearly $1,000 less and still have 
nearly twice as much for overhead and profit. 

Such are the advantages of mass production, as the trade knows well. The 
inefficient builders have been making a lot of money in the sellers’ market of the 
past 8 years while the efficient mass builders have been making fortunes and 
giving more to boot. House and Home quips that the postwar housing market 
has created more millionaires than Texas oil. But the easy pickings are almost 
over. The coming years will be hard on the inefficient builders and probably 
on the little ones. The mass builders haven’t increased their share of the market 
very much recently, but the odds are certainly now in their favor. 








- a ee 


athlete 


er mati AN 








Even 
threate 
body W 
and a1 
costs, | 
builder 
But | 
compet 
small 1 
fairly 
way. 
fitted 
Tak 
by a Z 
endin: 
Mr. P 
his ac 
The ¢ 
kitch 
only | 
condi 
Mr. E 








HOUSING ACT OF 1954 747 





HOUSES IN FACTORIES 


i Even the mass builders may have their troubles, for they are now being 
: threatened by the prefabricated house. Heralded for 20 years or more by every- 
: body who could draw the all-to-easy analogy between a mass-produced motorcar 


and a mass-produced house, the prefabricated house has been retarded by high 

costs, low volume, bad design, local codes, insufficient distribution. Onsite mass 

builders like Levitt have actually offered a better and cheaper product. 
; But now the inherent advantages-of prefabrication seem.to be enabling it to 
compete with onsite mass producers as well as to invade housing markets too 
4 small to support a Levitt-style operation. No fewer than a dozen prefabricators, 
fairly well covering the Nation and providing liberal financing, are getting under- 
way. Their houses are professionally designed, constantly being improved, and 
fitted with extras and appliances. 

Take the largest prefabricator, National Homes of Lafayette, Ind., founded 
by a zealot named James R. Price. National achieved its alltime high the year 
ending June 30, 1953, when it produced 12,788 houses for a gross of $35 million. 
Mr. Price expects to increase the figure substantially in 1954. As he says in 
his advertisements, anyone who has a job can afford to own a National home. 
The cheapest one, the Cadet, a 2-bedroom, 705-square-foot house complete with 
kitchen equipment, sells for $4,800 plus lot; and the 4-bedroom model sells for 
only $600 more. Other National houses run as high as $12,500 with full air 
conditioning. ‘We're going to be the General Motors of the housing industry,” 
Mr. Price says very seriously. 
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Morley Baer 
Basic kit for this Campbell & Wong prefab “‘weekend”’ house costs $1,000 


In 1947 some 37,400 prefabs were built; last year there were 55,000, or 5 per- 
cent of all housing starts. The percentage seems to be headed much higher. 
Indeed, Guy Hollyday, FHA Commissioner, predicts prefabs will account for as 
much as 40 percent of new single-family structures. To conventional builders 
or others who may regard this as a predicton out of the wild blue, it may be 
interesting that some 75 percent of all new houses put up last year in Fort 
Wayne, Ind., were prefabs. 

If the prefabs do boom, they will transform the market. They are already 
a force in breaking down the restrictive and arbitrary codes that have hobbled 
efficient building so long. And prefabs could supply a sizable share of what 

might be called the Cadillac market. As things are now, the man with money 
is penalized in the housing market. If-he wants a tailormade house only half 
again as big as the biggest of the mass-produced houses, he ends up by paying 
not half again as much but 2 or 3 times as much. 
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Dean Vannice 


Shrubbery sale at Kaiser Community Homes, Los Angeles. 
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“CHEAP AS RENT” 


So much for the way the industry itself is being revitalized; now look at the 
financing that is enabling people to own a new house as cheaply as they can rent 
an older one. It makes a striking contrast with financing 30 years ago. Mort- 
gages then cost at least 6 percent, and frequently as much as 10, and many 
second mortgages cost a nominal 10 percent and actually as much as 25 to 30 
percent. Long-term mortgages were almost unheard of, and most mortgages were 
subject to call at the end of a short period. To get a mortgage, in brief, a man 
had to have almost enough money not to need one. Which was one reason, if not 
the only reason, that the housing market of the 1920's collapsed. 

What happened next, as everybody knows, was that the Government got into 
house financing. During the Hoover administration it set up the home loan bank 
to insure the deposits of saving-and-loan associations, and the Home Owners 
Loan Corporation to purchase and rewrite distress mortgages. In 1934 the Fed- 
eral Housing Administration was created to insure mortgages at low rates. 

And after World War IT it established the VA (Veterans’ Administration) 
loan system, which insured mortgage money for veterans at 4 percent and no 
down payment. Also in the postwar, Congress gave Fannie May (Federal 
National Mortgage Association), set up in 1934, more money to buy mortgages 
nobody else wanted. Fannie May bought some $2.5 billion worth of unattractive 
mortgages before Congress clamped down on its buying power. Both HLB and 
FHA, incidentally, are wholly self-supporting agencies. 

These agencies have had their share of criticism, much of it justified. FHA, 
for example, is accused of being arbitrary, bureaucratic, inconsistent; because 
it insisted on no more than minimum standards for low-income housing and did 
not encourage middle-income housing, it is partly responsible for the fact that 
Americans did not buy better housing after the war. 

But the overwhelming fact is that Government guaranty of mortgages, which 
has cost the taxpayer nothing so far, has done more than anything else to make 
possible a million or more new houses a year. If people had to pay 20 to 30 per- 
cent down, as they do on some uninsured mortgages, millions never would have 
bought houses. And because Government-guaranteed mortgages have proved 
ideal investments for banks, insurance companies, and similar institutions, 
mortgage money now flows freely across State lines. 

FHA’s practice of making advance commitments has enabled builders to 
finance large-scale developments and work out the techniques of quantity pro- 
duction. FHA and VA dominate large-scale residential construction ; they under- 
write the financing of nearly three-quarters of the new construction in the 
$6,000-to-$12,000 range, and 80 precent of all rental housing. 


THE NEW PROGRAM 


The Government’s role as insurer of mortgages, indeed, is so vital that no one 
in the industry, builder or banker, Republican or Democrat, would hear of its 
relinquishing that role. Some have agitated for liquidating Fannie May. But 
hardly anybody connected with building wants to do anything with FHA except 
to liberalize it. And that, in essence, is what the President’s Committee on 
Fovernment Housing Policies, composed of industry leaders appointed to 
“identify the proper role of the Federal Government in the housing field,” has 
recently recommended. Some of the committee’s major recommendations : 

Have FHA insure 40-year mortgages (experimentally) on loans up to $8,600 to 
low-income families (the present limit is 30 years). This might bring carrying 
charges on a $7,000 mortgage, for example, to about $43 a month, including taxes 
and insurance. 

Liberalize insurable repair and modernization loans from 3 to 5 years and 
$3,000 for single-family houses and from 7 to 10 years and $10,000 for 2- to 4 
family dwellings. 

Reduce down payments for middle-priced houses. 

Allow FHA to guarantee open-end mortgages, which may be increased by the 
amount of later repairs, additions, or improvements. 

Enable FHA to insure loans for urban rehabilitation programs sponsored by 
the cities themselves. 

Simplify downpayment and amortization schedules, and procedures on new 
construction loans. More important, apply them to existing houses. 

Replace Fannie May with a privately owned National Mortgage Marketing 
Corp., set up without Government funds or guaranties. 
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FOR FANNIE MAY 


Within the President’s committee there was a good deal of dispute over some 
of these recommendations, especially the last. The builders wanted the National 
Mortgage Marketing Corp. to have government backing, so that it would support 
the committee’s proposed programs for guaranteeing mortgages in “urban re- 
newal” areas and for guaranteeing 40-year, low downpayment loans to poor 
families. . It does them little good, the. builders argued, to guarantee a 40-year 
mortgage if private money is not wilting to buy that-mortgage. 

The argument is almost sure to be hashed over in Congress, and it appears 
that Fannie May still has a chance. At all events, money is becoming more 
plentiful. Interest rates are softening. Banks and insurance companies are 
buying more and more FHA-guaranteed mortgages, and pension trust funds 
are seriously considering them. A privately owned secondary mortgage facility, 
if one is set up, could conceivably serve the builders well; but if it did not 
perform as the builders thought it should, they surely would throw their weight 
around in Washington. That weight, these days, is considerable. Taking 
everything together, it seems reasonable to anticipate that the housing industry 
will continue to get the kind of financing to which it has been accustomed. 


SCRAPPAGE AND REHABILITATION 


There may be one flaw in the picture. Vacancies in multifamily units in the 
cities are rising fast, but are still low among single-family units. What will 
happen if builders turn out such irresistible houses at such irresistible prices that 
people rush out and buy new houses as they buy new cars? . That.is, what will 
happen to the houses nobody wants? 

When a car has run its life it can easily be driven away and scrapped. But a 
house that nobody wants cannot ordinarily be demolished so easily. Not being 
readily movable, it stands empty, a burden on the community. 

The answer is not wholly clear, for the housebuilding industry has never en- 
joyed a true replacement market of any consequence. Over the long run, how- 
ever, the question should provide its own good answer. With housebuilders 
still underselling their market, a high vacancy rate should result not in a dis- 
tressed market for expensive housing, as it did in the late 1920's, but in demolition 
of wornout, dilapidated, submarginal housing. Dwellers in a substandard 
house, when confronted with the opportunity of living in a modern prefabricated 
house and acquiring an equity in it to boot for about $50 a month, are not going 
to stick to their old houses. What will happen to the obsolete vacancies is exactly 
what should happen: they will become the problem of the community. 

This brings up a problem whose solution can cut into the potential new-house 
market—the well-known problem of urban blight. As big cities lose more and 
more middle-class citizens to the suburbs, they are being left with an increasing 
percentage of low-income families, who always account for a large percentage 
of the city’s expenses but pay only a small part of its taxes. 

What must be done is all too well known: city governments and industry must 
jointly take inventory, replace and plan new neighborhoods, undertake programs 
to help (and in some cases force) owners to maintan homes to minimum stand- 
ards or destroy them ; they must set up courts to enforce new ordinances ; enforce 
proper land utilization; and where necessary they must subsidize housing locally. 

Many cities, such as Los Angeles, Milwaukee, and Chicago (Fortune, December 
1953), have undertaken rehabilitation programs, but many others have done 
little but talk. So the ability of the mass builders and prefabricators to provide 
decent housing outside the city for the lowest income groups may be just the 
development that will force more cities to undertake seriously the rehabilitation 
programs so many have talked about for so long and so few have done anything 
tangible about. If FHA is authorized to help, a genuine, widespread movement 
might get under way soon. 

Such a movement would stimulate remodeling and rehabilitation of all kinds— 
not only the modernization of substandard dwellings but the upgrading of more 

or less standard ones. Up till now there has been no real “industry” of remodeling 
specialists, although people have been spending billions on remodeling. Much 
of it was done by homeowners themselves. The rest was done by local carpenters 
and contractors. Except when they were pushed by the building-materials com- 
panies, they rarely developed anything like a technique for doing it efficiently. 

FHA and NAHB, moreover, have mounted a campaign to persuade builders 
to take houses on trade-ins, just as auto dealers take secondhand cars as part 
payment for new ones. Last August FHA guaranteed loans to builders for 
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rehabilitating houses taken in trade. The President’s Advisory Committee has 
recommended that FHA encourage trade-ins still further. 

All this, of course, will compete with new housing, just as some inexpensive 
method for making old cars new again would cut into the new-car market. If 
cities undertake rehabilitation programs, they will again compete with the 
suburbs. If the remodeling business gets going, the man with a house will yearn 
less for a brand-new one. 

Yet there should be plenty of business for both remodelers and builders of 
new houses. As things now look, there will be over a million new starts in 1954. 
Emanuel M. Spiegel, president of the National Association of Home Builders, 
talks in terms of better housing for 2 million families a year: 250,000 trade-ins, 
750,000 units rehabilitated in urban redevolpment programs, and a million new 
starts. Now Mr. Spiegel’s predictions were made in a wave of enthusiasm 
following the completion of the report of the President's Committee, and even so 
he was careful to note that they would come true only if Congress enacted the 
committee’s recommendations and if financing was made “available in adequate 
volume” by a Government-supervised mortgage facility. 

Thus hedged, Mr. Spiegel’s predictions may not be so extravagant as they 
sound. The building industry can and should aim not only to take care of the 
800,000 or more new households that will be formed each year. It can and should 
aim to hasten the day when every American who works for a living can live in a 
house that is as much a credit to the productivity of America as the car he drives 
to work, or the office or factory where he earns his living. 

The Cuarman. If there are no other questions, we will recess until 
10 o’clock tomorrow morning, in our regular committee hearing room, 
at which time our witnesses will be the National Association for the 
Advancement of Colored People, Mayor Russell G. Hileman, of Michi- 
gan City, Ind., the National Apartment Owners Association, the Ar- 
chiteetural Forum, City of Philadelphia Housing Coordinator, and 
the United Community Defense Services. That is going to be a big 
hearing. 

Does anyone else want to testify? Then we will recess until 10 
o’clock tomorrow morning. 

(Whereupon, at 3:10 p. m., the committee recessed, to reconvene 
at 10 a. m., Wednesday, March 24, 1954.) 
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WEDNESDAY, MARCH 24, 1954 


Unrrep States Senate, 
Committee on Bankinig and Currency, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 301, 
Senate Office Building, Senator Homer E. Capehart, chairman, pre- 
siding. 

Present : Senators Capehart, Bennett, and Frear. 

Also present: Senator Burke. 

The Cuarmman. The committee will please come to order. 

Our first witness will be E. L. Bartlett, Delegate from Alaska. Mr. 
Bartlett, you may proceed. 


STATEMENT OF E. L. BARTLETT, A DELEGATE IN CONGRESS FROM 
THE TERRITORY OF ALASKA 


Mr. Bartierr. Thank you, Mr. Chairman. My name is E. L. Bart- 
lett, Delegate in Congress from the Territory of Alaska. 

I requested this opportunity to appear before you so that I might 
voice my objection to the inclusion in the bill of section 305, which is 
to be found on page 70 of S. 2938. 

The repeal would go to the Public Law 52 of the 8ist Congress, 
known as the Alaska Housing Act. 

I am not aware, Mr. Chairman, because the Housing and Home 
Finance Agency has not consulted with me at any time about this, why 
the repeal ‘of subsection (b) of section 2 of the Alaska Housing Act 
is desired. However, I would like to urge the committee to consider 
this most carefully before adopting the proposed language. The 
Alaska Housing Act became law on April 23, 1949, after very exten- 
sive hearings before this very committee—— 

The CHamman. Will you yield a moment? What did the House 
committee do with this section; do you know? 

Mr. Bartierr. No. I don’t, and I was going to speak about that. 

The CHatrMan. They have closed their hearings. 

Mr. Bartterr. I did not ee before the House committee, be- 
cause, to tell you the truth, I did not know this language was in the 
bill until yesterday morning. It is a long bill, and although I had 
known in a general way that the Housing and Home Finance Agency 
had taken a rather dim look at some of the provisions of the Alaska 
Housing Act, I did not know that they were suggesting an outright 
repeal of this very essential provision. So I am going to be required 
to resort to making my views known to the House committee by way 
of a letter, which “makes me feel very badly. But I did not know 
it was in here. 
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The hearings before your committee legislatively, Mr. Chairman, 
back in 1949, ran more than 50 pages. This was very carefully 
considered. I want to say to you that the Alaska Housing Act 
has done the job in Alaska that you expected it to. It has been 
marvelously successful. Over 6,000 units have been built under it. 
My understanding is that by and large, as of the moment, most of 
the housing needs have been met. There are two situations where 
the secondary mortgage powers of the Alaska housing authority, 
as created by the Alaska Housing Act, subsection (b) of section 2, 
will probably be needed this year. But my point is this: That 
Alaska is in a fluid state. It is growing very rapidly, and the 
housing needs at Anchorage and Fairbanks, where they may have 
been met for the moment, we don’t know what new community may 
spring up in Alaska the day after tomorrow. 

The Defense Department may decide to make a whole new installa- 
tion, which would necessitate a civilian community. I don’t know 
why it wouldn’t be well to leave the legislative authority existing, 
even if they didn’t employ it for the time being. I simply ca :’t 
follow this sort of thing. 

The Cuarrman. Well, we are looking up now the reason given ly 
Mr. Cole, the Administrator, for recommending it be repealed. 

Mr. Barrierr. While that is being done, Mr. Chairman, may I read 
just a couple of sentences from a letter sent to me by Mr. E. Gleu 
Wilder, executive director of the Alaska Housing Authority, under 
date of March 19, 1954, about this very matter. Mr. Wilder appeared 
before the committee in consideration of the legislation originally. 

He wrote me, and I quote: 


Unless there is some other device elsewhere, it would appear to me that a repeal 
of this section of the Alaska Housing Act would defeat one of the purposes uf 
our whole program here; namely, to promote a self-sufficient private building 
industry in the Territory. If it tends to give the result of removing the poten- 
tial market of the Federal National Mortgage Association for mortgage loans, 
I would then say that section 305 would be very damaging to the Alaska housing 


program. 

I don’t have anything more to contribute to this, Mr. Chairman, 
but I hope that the committee will give very serious consideration 
to it. 

The CHarrMan. We certainly will. We will give real serious con- 
sideration to it, and we will find out about it. There seems to be no 
direct testimony on it at all. 


r. Bartierr: There doesn’t seem to be any harm done by leaving 
this in law. 

The Crarrman. I will ask our chief clerk to ascertain immediately 
from Mr. Cole and the FHA people why they recommended it be 
repealed, so we can make it a part of the record. We will also give 


on the right to place anything in the record you might care to 
ater. 


Mr. Bartiert. Thank you. 
(The information referred to follows:) 
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MEMORANDUM FRoM HovusiING AND HOME FINANCE AGENCY ON REPEAL OF SECTION 
2 (8) oF THE ALASKA HouSsING AcT 


(Public Law 52, 8ist Cong., approved April 23, 1949, as amended) 


The Alaska Housing Act (Public Law 52, 8ist Cong.) was designed to pro- 
mote the settlement and development of Alaska by facilitating the construction 
of necessary housing there. Section 305 (p. 70) of S. 2938, the proposed Housing 
Act of 1954, would repeal the provisions of subsection (b) of section 2 of the 
Alaska Housing Act, as amended, thereby terminating the existing special 
FNMA authority to grant preferences with respect to FHA-insured mortgages 
covering property located in Alaska, Guam, or Hawaii, and to make direct FHA- 
insured loans secured by property located in Alaska. 

The proposed repeal of section 2 (b) of the Alaska Housing Act will not 
operate to deprive Alaska of the privilege of receiving special FNMA financial 
assistance since provision is made in S. 2938 for the inauguration of special 
assistance programs that could include programs having as their purpose the 
promotion of housing in the Territory of Alaska. For the reason that all of 
the authority for, and the limitations of, MNMA’s operations have been in- 
cluded within the terms and provisions of S. 2938, it appeared to be desirable 
to repeal other acts or parts of acts which otherwise would be redundant, 
confusing, or inconsistent. 

Attention is invited to section 301 (b) (p. 55 of S. 2938) of the National 
Housing Act, as it would be amended by the proposed Housing Act of 1954. That 
subsection states that one of the purposes of the proposed legislation is to 
authorize FNMA to— 


“provide special assistance (when, and to the extent that, the President has 
determined that it is in the public interest) for the financing of (1) selected 
types of home mortgages (pending the establishment of their marketability) 
originated under special housing programs designed to provide housing of ac- 
ceptable standards at full economic costs for segments of the national ,popula- 
tion which are unable to obtain adequate housing under established home 
financing programs, and (2) home mortgages generally as a means of retarding 
or stopping a decline in mortgage lending and home building activities which 
threatens materially the stability of a high-level national economy.” 

Section 305 (p. 56) of the proposed new title Il] provides that the President, 
after taking factors described in the foregoing quoted language into considera- 
may authorize the association, for such period of time and to such extent as he 
shall prescribe, to exercise its powers to make commitments to purchase and to 
purchase such types, classes, or categories of home mortgages (including par- 
ticipations therein) as he shall determine. FNMA could of course, under these 
special assistance provisions, continue to assist in the development of Alaska 
housing (subject to Presidential discretion) by the issuance of advance commit- 
ments to purchase mortgages and by purchasing mortgages on an over-the-counter 
basis. 

While section 305 contains no provisions which would permit FNMA to make 
direct FHA-insured loans to be secured by property located in Alaska, this 
omission is considered by FNMA to be of no material consequence since it is be- 
lieved that the issuance of advance commitments will operate to make direct 
Government-insured loans largely unnecessary. 

Seetion. 302 (b) (p. 46 of S. 2938) of the proposed new title III imposes a 
$12,500 mortgage ceiling per living unit. The companion bill (H. R. 7839), as 
reported to the House of Representatives, contains the figure $15,000. On the 
basis of the Association’s experience during the last 14 months a limitation of 
$15,000 would have no adverse effect on Alaska mortgage offerings. In that 
period, mortgages covering 1- to 4-family dwellings purchased pursuant to com- 
mitment contracts averaged $14,450 per family residence or dwelling unit; the 
average for each family residence or dwelling unit with respect to commit- 
ment purchases of multiunit housing mortgages was $12,465, and $14,210 with 
respect to 1- to 4-family dwelling mortgages purchased on an over-the-counter 
basis. FNMA’s undisbursed commitments at December 31, 1953, for the pur- 
chase of Alaska FHA-insured section 207 multiunit rental housing mortgages 
show that such mortgages will average approximately $12,275 for each family 
residence or dwelling unit covered thereby. 


The CuarrmMan. Our next witness will be Mr. Arthur Sworn Gold- 
man, who is a construction economist. 
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"STATEMENT OF ARTHUR SWORN GOLDMAN, CONSTRUCTION 
ECONOMIST 
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Mr. GorpMANn. Mr. Chairman and members of the committee, my 
name is Arthur Sworn Goldman. I am a construction economist. I 
am grateful for the opportunity to appear today to discuss with you 
section 125 of S. 2938, which deals with the adoption by FHA of the 
open-end mortgage. 

The VA, in its regulations, has recognized additional advances 
under an open-end mortgage on by it, if the additional ad- 
vances have its prior approval. 

For the past 10 years, I have been working with various building 
industry groups to stimulate a relatively unknown type of financing. 
This financing offers the same kind of encouragement to homeowners 
who want to maintain or modernize their properties that FHA and 
VA long-term insured and guaranteed mortgages offer to people who 
want to buy new houses. 

Under this types of financing, called the open-end mortgage, 2 
homeowner can get the money to pay for his alterations from the 
holder of his original mortgage, and can pay for the alterations, not 
over the 3-year amortization maximum provided under FHA title I, 
but over the remaining term of his mortgage. 

There are literally millions of homeowners today who cannot af- 
ford to adequately maintain, modernize, or add to their homes, be- 
cause the monthly payments on a title I lean for more than $1,000 
are too steep. 

As you know, $2,000 borrowed under title I would have to be paid 
back over a 3-year period at the rate of $63.80 a month. <A typical 
homeowner may already be paying $57 a month on a $7,000 mortgage. 
Adding an additional payment of $63.80 would bring his monthly 
payment to over $120 a month. 

This outsized payment is clearly out of the reach of the majority 
of the homeowners. Proof: In 1952, according to the latest Federal 
Reserve survey, 56 percent of all nonfarm homeowning families had 
incomes of less than $5,000 a year. 

Thus needed property repairs and improvements are neglected or 


cut down, and the hard-pressed owner is obliged to settle for the inexpen 
cheapest materials and the most inadequate equipment available. improv 

The new baby, quite often the third or fourth, is shoved into one parlance 
or the other of two bedrooms, and we have a classic beginning of In lega 
blight. Frequently the owner in the lower-income bracket makes the and a | 
needed, modernization, finances it with short-term credit, overex- loan be 
tends himself, and is forced into default. And we have another classic In le: 


beginning of blight. 
Two facts from the 1953 Federal Reserve Survey on Consumer 
Finance statistically underline the statement above: 
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1. In 1952, 40 percent of the nonfarm homeowners did not spend The 
a penny for home improvement or maintenance. trouble 
2. The average expenditure of the families who did make any sums a 
expenditures for repairs and modernization was only $242 in 1952. mortga 
do not mean to imply that FHA title I has not been a useful and stead. 
effective instrument. It has, and it will continue to be. The home- as the | 


owner who can afford it would be well advised: (1) to pay cash or, 
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if not (2) to use short-term credit such as title I with a 9.7 percent 
interest. Title I costs the homeowner less in dollar outlay than a 
long-term amortized loan. 

However, there is also a very read and continuing need in our 
economy for long-term realty credit that will enable the average 
American to own and keep up, without strapping himself, the most 
expensive purchase he is likely to make in his life. 

How many of the millions of low- and middle-income families, 
who now own homes, could have bought them on the 3-year credit 
term prevalent in the twenties ¢ 

I believe we can all agree that FHA title I, together with the VA, 
have proved the most effective credit instruments ever devised. How- 
ever, FHA, unlike VA (which permits advances), does not carry 
through to its logical conclusion the basic principle that has made 
it one of the bulwarks of a mass housing market—that there can be 
no mass consumption or mass production of housing without long- 
term credit. 

FHA fails to provide adequate modernization credit for millions 
of low- and moderate-income families who bought FHA insured 
houses. It requires that architectural provision be made for a future 
third bedroom, but it closes its eyes to how the homeowner of modest 
means is to finance the third bedroom. Two-thirds of the houses put 
up in 1947 and 1948 had two bedrooms. Incidentally, children born 
last year numbered almost a million. It is easy to see why these two- 
bedroom houses are inadequate. 

FHA is not the only institution that has not adequately provided 
for needed home modernization. Most of the institutions that make 
conventional amortized loans, with the exception of a group of pro- 
gressive savings and loan associations and a sprinkling of savings 
banks, insurance companies, and commercial banks, are equally 
myopic. 

So a no man’s land exists in the home modernization credit field 
for many homeowners. And the home modernization market is in 
the same state, relatively, that the new house market was in prior to 
the advent of FHA and VA. 

And yet, all these years we have had at our disposal an easy and 
inexpensive means of enabling the homeowner of modest means to 
improve his property. It is the open-end mortgage or, in more legal 
parlance, the mortgage that provides for optional additional advances. 
In legal terms, the open-end mortgage is a contract between a lender 
and a borrower providing that future borrowings after the original 
loan be secured by the original mortgage. 

In less legal terms, it is a mortgage which contains a provision per- 
mitting the homeowner to borrow additional sums from his lender for 
the purpose of the repair, remodeling or improvement of the house 
covered by the mortgage. 

The advances are secured by the original mortgage so that the 
trouble and expense of refinancing the mortgage is eliminated. The 
sums advanced are normally paid back over the remaining life of the 
mortgage, though the term of the mortgage is frequently extended in- 
stead. Usually the interest rate for the additional advance is the same 
as the original mortgage rate. 





758 HOUSING ACT OF 1954 


Many people are under the impression that the open-end mantanes 
permits the homeowner to reborrow only the money he has paid off 
on the mortgage. But this is not:the case, as I-shall-explain later. 

Let’s take homeowner Smith. He was foresighted enough to insist 
on an open-end mortgage when he borrowed $10,000 on his 2-bedroom 
house. At the time his third child was expected, his mortgage was 
paid down to $7,000. Smith went to his lender and asked if he could 
reborrow $2,000 for a new bedroom and pay the advance back over 
the balance of the life of the mortgage. 

In just about every State in the Union, except Texas, if Smith had 
a mortgage with a progressive savings and loan association or with 
Prudential or National Life Insurance of Vermont, he could get his 
$2,000 advance without refinancing the mortgage. 

The $2,000 spread over the 10-year life remaining on this mortgage 
would cost him $20.74 a month. I am assuming a 414-percent interest 
rate. If Smith financed it through a title I loan, it would cost him 
$63.80 a month. 

If Smith had bought his house in 1948 with a 25-year mortgage, he 
still could get a $2,000 advance today, even though his mortgage had 
not been paid down $2,000—that is, providing his mortgage secured 
future advances up to a total stated amount. It could have read 
$12,000. For example, the Kentucky statute provides that additional 
advances shal] not exceed $2,000 in addition to the original amount 
loaned. 

The monthly cost to Smith under these circumstances would only be 
$12.66, since in effect he would be paying his $2,000 back over the bal- 
ance of the life of the mortgage—in this case, 20 years. 

Only about 20 percent of the open-end mortgages written today 
make express provision for open-ending beyond the original amount 
of the mortgage. Yet, legally there is little reason why this provision 
could not be generally adopted in just about every State in the Union. 

It was William Levitt who first proposed this type of open-ending 
back in 1946. He said then: 


Today we have to tell our buyer, “If you want to improve your house next year 
by adding another bedroom, you will have to pay for the improvement with short- 
term credit at 9.6-percent interest.” 

If I had included the extra bedroom in the first place, FHA would have taken 
it into account in determining the size of the mortgage. But FHA won't take 
it into account if the third bedroom is added 2 days or 2 years after the trans- 
action is completed . 

It would be a very helpful thing if we could get a mortgage which would let 
us say to our customers, “We have arranged your financing so that when your 
income increases and you want to add value-increasing improvements, you can 
get the money quickly at low interest with 20 years to pay it back, even beyond 
the original total of the mortgage and even before you have created more equity 
hy paying your mortgage down.” ; 


While it is well known that VA permits additional advances under 
the mortgage, it is less well known that VA stands ready any time 
after the closing of the original loan to guarantee supplemental loans 
beyond the amount of the original mortgage, to cover improvements 
as well as repairs and maintenance. VA’s approval will be given only 
to the original lender and only on condition that the veteran has indi- 
cated his ability to meet the extra obligation. 

Since it obviously makes sense to the Smiths of the country, you 
may ask why the open-end mortgage is not more widely used. Actu- 
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ally, it is growing in use at the rate of $100 million a year. Last year 
one-half billion dollars’ worth of this credit was advanced. Con- 
trast this with its $34 million performance in 1943. 

Here are the reasons why it is not as widely used as it could be: 

1. Not enough consumers know about it. Not enough mortgage 
lenders know about it. And not enough dealers, realtors, builders, 
architects, and all the other people to whom America’s homeowners 
turn for information know about it. 

2. There is an awful lot of misinformation about its legality. Curi- 
ously enough, the laws of the land, as reflected in court decision and 
in the statutes, are far ahead of the thinking of most mortgage lenders. 
For with the possible exception of mortgages on homesteads in Texas, 
there is no legal doubt in the minds of many distinguished attorneys 
that a lender, anywhere in the United States, can re-advance funds 
under a properly drawn instrument and have these funds secured by 
the original mortgage. 

With your permission, Mr. Chairman, I shall leave with you a repre- 
sentative list of some of the lending institutions that have been making 
open-end mortgages for years. You will notice that just about every 
State in the Union is represented. See item 1 in references, List of 
Lending Institutions. 

The only problems arise in connection with the costs of making addi- 
tional advances. If the costs of the title search in a community are 
reasonable, then no problem arises. If they are too costly, then lend- 
ing institutions that are anxious to extend long-term credit for needed 
home repairs can, in the majority of States, ignore the title search 
because an additional advance is superior to intervening liens, without 
actual notice of other liens. 

Frankly, I don’t see why FHA needs to concern itself with the lien 
status, any more than VA does, because that rests entirely with the 
mortgage. 

FHA doesn’t concern itself with the variation in title costs under its 
title II program. 

The use of the open-end mortgage provision in insured mortgages 
would in no way alter the responsibility of the mortgages, in the event 
of foreclosure, to make available to FHA a satisfactory title in ex- 
change for debentures. 

3. It takes a long time to get lending institutions to accept change. 
The acceptance of new concepts in the especially rigid field of real 
property is a particularly slow process. 

But the mortgage from (and the deed of trust which is its equivalent 
in many States) according to Herbert Colton, former Assistant Gen- 
eral Counsel of FHA, does from time to time respond to the evolution- 
ary process. He points to the FHA-insured mortgage as the most 
striking example. 

He says that public opinion following the real-estate collapse in 
the 1930’s demanded new mortgage financing concepts to correct the 
glaring weaknesses inherent in short-term loans bearing a low per- 
centage to value and supplemented by secondary loans. In response, 
FHA developed and pioneered a new mortgage form. Its practicality, 
soundness, and even the constitutionality of FHA itself was questioned 
by some. Legal thinking, however, quickly conformed to publica 
opinion. 

44750—54—pt. 1— 
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I might add that savings institutions which were forbidden by State 
law in the 1930’s from making loans for more than 6624 percent of 
value quickly effected statutory changes which made exceptions of 
guaranteed and insured loans. But not all institutions conformed 
quickly. It took one of America’s major financial institutions 10 
years to accept the new fangled idea of FHA. 

Mr. Colton goes on to say : 


The current intense interest in conservation and rehabilitation of residential 
property now points up the lack of a satisfactory legal instrument for facilitating 
that kind of work. The open-end, properly used, offers a flexible legal form well 
adapted to this purpose. 


See item 2 in references: Reprint from House and Home, July 1953. 

4. Perhaps the greatest deterrent to progress in the past has been the 
expense of making advances in some of the larger metropolitan 
markets. 

Nearly all of the legal confusion has arisen from trying to solve 
this problem. Here is how the problem arises. 

Let us go back to Mr. Smith. He asks his mortgage lender for the 
$2,000 and the mortgage lender is quite willing to oblige, but he 
cannot let Mr. Smith have the advance unless it has the same first lien 
status as the original loan. The mortgagee, and quite properly so, 
has to satisfy his lawyer and his bank examiner that the homeowner 
has not put any subsequent lien on his house that might come between 
the first mortgage and the modernization advance. Otherwise, the 
lender would have a third deed of trust on his hands. 

In other words, a title search and sometimes title insurance is 
required, and these procedures cost money. 

It is no problem in most of the smaller communities of America, 
because attorneys’ fees and abstract fees rarely run more than $15 or 
$20: even in such major markets as Chicago, Los Angeles, Minneapolis, 
or Cincinnati this is true. 

And in some of the high-cost areas, savings and loan associations 
either absorb some of the costs in order to keep the charges to the 
homeowner low, or they employ attorneys on a yearly basis to handle 
the bring-down search. 

These institutions take an affidavit from the homeowner that there 
are no liens against the property. This is done in States where the 
lending institution is convinced that the advance takes priority over 
intervening liens without notice. These institutions operate, and 
very successfully, on a business-risk basis. However, they personally 
know the homeowners with whom they do business and they also are 
in a position to readily determine the amount of equity each home- 
owner has. 

Let’s take a large metropolitan market where the cost of a search 
plus title insurance can be considerable—northern New Jersey, for 
instance. Here the search and insurance for a $1,000 advance can 
run as high as $100. Obviously, a homeowner would have to have a 
hole in his head before he would borrow $1,000 and pay $100 in fees. 

To get around this situation, the New Jersey Savings & Loan League 
introduced an amendment to the Savings and Loan Act in the State 
legislature. As a result the Savings and Loan Act was amended, 
setting up a statutory open-end provision. Savings and loan asso- 
ciations were given permission to make additional advances up to 
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$1,000 or the amount the principal had been reduced, whichever is 
the lesser, without a title search. The statute recites that: 

All persons who acquire any rights in or liens upon the mortgaged real estate 
subsequent to the recording of any association’s mortgage should hold such 
rights and liens up to the additional loan. 

Not to be outdone, the savings banks of New Jersey had the Savings 
Bank Act amended to provide advances up to $2,500. The ferment 
arried over into other States. 

The Maryland statute was amended for all institutions, provided 
first lien statutes on advances for repairs, alterations, or improvements 
up to the original amount of the mortgage or $500, whichever is the 
lesser. 

In Massachusetts and New Hampshire, the amended statutes do not 
favor any particular class of mortgagor, but give or attempt to give 
first-lien status for advances up to the original amount of the 
mortgage. 

Actually, while the statutes passed to date do give partial relief 
to the homeowner, the net effect has been to hamper rather than help 
the program. Restric ting advances to $500 or $1,000 defeats the real 

value of an open-end mortg age program. Obviously, these advances 
are too limited to help a “homeowner who wants to undertake an 
extensive modernization program. 

Restricting advances to the original amount of the mortgage will 
eliminate many of the 8 million families who bought houses after the 
war. Their mortgages, in most cases, have not been paid down enough. 

Horace Russell, the outstanding authority on the open-end mort- 
gage, believes that it would probably have been better to depend on 
the common law, which in nearly all States permits advances beyond 
the original amount of the mortgage, peowialitie a maximum limit is 
spelled out in the mortgage. T he purpose of stating a specific amount : 
To put the world on notice. 

What a boon this would be to the millions of people who bought 
2-bedroom houses in the years after the war, and whose financial status 
has improved enough to afford the extra monthly payment a $1,000 
to $3,000 home modernization would entail ! 

What, then, is the answer to reducing the cost of making additional 
advances in high-cost areas? Many attorneys, including Horace Rus- 
sell, believe that in the majority of the States a title search isn’t neces- 

sary. He says that in 31 States of the Union—those which by mort- 
gage law or court decision follow the majority or “California rule”— 

no title search is necessary. Reason: The courts in those jurisdic- 
tions have ruled that an optional advance is superior to an intervening 
claim if the mortgagee had no actual notice or knowledge of the inter- 
vening lien. The only way for the priority of optional future ad- 
vances to succumb to intervening liens is for the intervening lienor to 
prove that the mortgagee has actual notice or knowledge of the inter- 
vening lien at the time the advance was made. See item 3 in refer- 
ences, page 84, Legal Bulletin. 

Twe hee States and the District of Columbia, according to Russell, 
probably follow the majority rule. However, because decisions are 
few, inconclusive, or incomplete in these States, and many times based 
on poorly drafted contracts, many prudent lenders will require a title 
search in the absence of a decision both clearly defined and directly 
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in point, although an affidavit is usually relied upon where the ad- 
vances are relatively small amounts. See item 3 in references, pages 
84-85, Legal Bulletin. 

Four States—Lllinois, Michigan, Ohio, and Pennsylvania—follow 
the minority or “Michigan rule” that the lien of an optional advance 
is inferior to subsequent encumbrances, even though it is made with- 
out actual notice of the intervening interest. Therefore, a title search 
isunavoidable. See item 3 in references, page 85, Legal Bulletin. 

Horace Russell contends that Texas follows the majority rule. He 
claims the law is well settled that property capable of being mortgaged 
may be made the subject of a vatid open-en mortgage, and that. op- 
tional future advances provided for therein have full priority over 
subsequent liens, whether such advances are made before or after 
attachments of the junior lien. However, he points out that a validly 
established homestead is incapable of being mortgaged in Texas, 
except for purchase money, taxes, work, and material spent for im- 
provement, and for improvement only when a lien consented to by a 
wife is given in the same manner as when selling or conveying a home- 
stead. It would appear that an open-end form could be used for 
materials and work, but that in every instance when money is disbursed 
the association must purchase the vendor’s lien, tax lien, or mechanic’s 
lien, as the case may be, and advance no amount in excess of that 
actually used for proper purposes. See item 3 in references, pages 
105-106, Legal Bulletin. 

Now, while a great number of attorneys for local lending institu- 
tions in the 31 States subscribe to Horace Russell’s view that a title 
search is not necessary, they do require that the borrower sign an 
affidavit, swearing that there are no liens against the property and 
that he is still the owner. Other attorneys—and these Sdvele some 
who like to wear both belts and suspenders—still insist on a title 
search. This is especially true if the client is an out-of-State institu- 
tional investor who cannot hope to know each homeowner personally. 

Here is their reasoning : 

1. A person who was the original mortgagor but who has since sold 
the property might fraudulently seek an advance. 

2. An intervening lienor may have notified an employee of a lending 
institution in accordance with the law. But this employee may have 
failed to pass the information along to the mortgage officer, or the 
registered letter may have been misplaced. 

So in the absence of court-tested statute, even though the common 
law is favorable, some lenders are going to insist on a search. 

For these institutions, the problem then of the cost of a search is 
still with us. However, there are some very hopeful signs on the 
horizon. As the open-end mortgage increases in popularity, more 
and more title companies are establishing very reasonable rate sched- 
ules for the search and the insurance. And the title companies are 
discovering that it is profitable business. 

The pioneer in this movement is the Los Angeles Title & Trust 
Co., one of the largest of the west coast companies. In 1925 it estab- 
lished special rates to make possible inexpensive financing for home 
modernization. It charges $10 for a $1,000 advance—this includes 


search and insurance—$12.40 for a $2,000 advance, and $13.60 for a 
$3,000 advance. 
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The service is so popular that nearly all of the lenders in southern 
California use it even though the California law is very favorable. 

Chicago Title & Trust Co. is another example of an enlightened 
institution. It literally enjoys a monopoly in the Chicago metropoli- 
tan area, because the city of Chicago’s realty records were destroyed 
in the Chicago fire, and the Chicago Title & Trust’s vaults were fire- 
proof. Yet this public-spirited company established a special sched- 
ule of its fees for open-end mortgage advances : $10 for the first $1,000 
and $15 for $2,500. 

The City Title Insurance Co. of New York, another pioneer in this 
movement, will insure advances for any lender in the United States 
for $5 per $1,000, a minimum charge of $10. This company, working 
with the attorneys of Dime Savings Bank of Brooklyn, have even 
developed an insurable modification agreement that permits Dime 
Savings to open-end all of its $400 million portfolio of existing loans, 
even eneh they contain no open-end provision. See item 4 in refer- 
ences, excerpt from House and Home article, December 1952 issue. 

Time and competition, in my opinion, will take care of most situa- 
tions. The need for legislation at the State level will, in the main, 
disappear. Frankly, I should hate to see title companies, who serve 
a very necessary economic function in our economy, deprived of 
legitimate fees. 

I suspect we will have to correct some of the hastily conceived, 
faulty, and too restrictive statutes. We will have to clarify the law 
in a few States such as Wyoming, Delaware, and Massachusetts. In 
Texas, either the homestead law will have to be changed or the practice 
of financing modernization through the purchase of vendor’s, tax, or 
mechanic’s liens, and a consolidation with the original mortgage will 
have to be encouraged through a reduction in the title insurance 
schedule now established by State law in many of the metropolitan 
areas of Texas. In the smaller communities of ‘Texas, where the rates 
are not fixed by law, lenders and homeowners are accomplishing the 
same goal as open-ending does. 

Progress of the program: To begin with, the practice of making 
advances was confined to savings and loan institutions in rural and 
semirural communities. Very frequently the only assets a family 
possessed were the equity of its home and land. When Johnny went 
off to college, the homeowner got an advance to take care of his tuition. 
When mother had a new baby, the obstetrical bill was paid in the 
same way. When a successful crop came in, and this may have been 
3 or 4 years later, the loan was paid down because the homeowner 
treasured his home. It served as his piggy bank. The practice grew 
because losses through the practice were almost nonexistent; the bene- 
fits to both borrower and lender obvious. 

Today, not only savings and loan associations but also life-insur- 
ance companies and savings banks are enthusiastic supporters of the 
program. This is significant because it is considerably lems profitable 
for an out-of-State institution to make advances, especially if the 
advance asked for is small. The cost of the paperwork alone would 
eat up the interest on a $500 advance. Prudential National Life of 
Vermont, and Northwestern Mutual are writing the open-end pro- 
vision into all their mortgages. And just a week or so ago, another 
of the big four—New York Life—joined them. 
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In announcing its move, here is what Vice President Manning 
Brown had to say: 


It could be a great advantage to the entire economy, especially in periods of 
decline in new construction. It would help to take up the slack in a recession 
and may be a useful instrument in preventing neighborhood declay. 


He goes on to say: 


In addition to providing a greater outlet for investment funds, which also 
means a larger servicing portfolio for the correspondent, it can reduce relative 
servicing and overhead costs each time an outstanding loan balance is raised. 

It tends to protect the lender’s seasoned loans against refinancing with some 
other lender. It encourages the borrower to keep his original loan or to apply 
to the first lender when he seeks any new refinancing. 

When readvances are spent for home improvements or repairs, they improve 
the security behind the lender’s entire outstanding mortgage balance on the 
property. 

And, adds L. Douglas Meredith, executive vice president of Na- 
tional Life of Vermont: 

And the borrower has not strapped himself with a high cost short-term loan 
to cover the cost of needed repairs or improvements. It also enables the home- 
owner to buy both material and equipment that he could not afford on short- 


term credit. Inferior materials would either run him into excessive mainte- 
nance costs or make him let his property deteriorate, either of which is bad for 


lenders. 

Incidentally, New York Life will probably allow maximum rebor- 
rowing in excess of the original amount of the mortgage except in 
States where legal technicalities make it inadvisable. 

Last year $500 million worth of additional advances were made and 
the United States Savings & Loan League predicts that savings and 
loan associations of the United States will do a half billion dollars’ 
worth in 1954. 

And the surface has just barely been scratched, judging from a 
recent Federal Reserve Board survey. It shows that as of January 
1949, one-half of the 9 million families who own mortgaged homes 
have equities of 50 percent or more in their properties. The equities 
claimed by the 9 million families amount to $48,600 million. 

And if we are to take into account all possible methods of long- 
term financing of homes now free and clear, as well as advancing under 
old mortgages or recasting them, the credit potential is staggering. 
For according to this same Federal Reserve Board survey, the 20 
million nonfarm families who own homes, claim equities totaling $148 
billion—and 11 million of the 20 million own their homes free and 
clear. 

Now, while we are not advocating that every homeowner should 
rush out and mortgage his debt-free home, it is comforting to know 
that low-income homeowners—and remember they represent 56 percent 
of United States families—now have the means of financing needed 
modernization in good times or bad on terms that won’t strap them. 
The homeowner who can afford it, would be well advised to pay 
cash or use short-term credit. 

Debt-free homeownership is a fine thing. It is a tribute to the thrift 
and good sense of our people that more than half of them own their 
homes free and clear. However, in many cases the home investment 
represents the owner’s entire savings and assets. And if the owner 
chooses to make liquid part of this investment to keep up his home 
through the use of the long-term mortgage rather than borrowing on 
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high cost short-term credit, I don’t believe this is an unwise practice. 

Of course he could choose not to maintain his home but the net 
result would be a depletion of his equity and also the equity of the 
man next door. 

To us the chief importance of the long-term mortgage credit is the 
opportunity it holds for recognition of the mortgage as a social instru- 
ment of prime importance. Every lender knows that one chief reason 
for foreclosure is the homeowner’s tendency to overload himself with 
installment credit. The use of the mortgage as a basic credit instru 
ment for home modernization would establish the local mortgage 
lender as a permanent credit counselor to the homeowner of limited 
means. 

An official of one of the west coast’s leading financial institutions 
that specializes in short-term credit told me this story that highlights 
the need of separating the sales from the lending function: A mutual 
friend of ours not too long ago put up a thousand very attractive, in- 
expensive homes for minority steelworkers near San Francisco. For 
the first time in their lives the Negro occupants of these homes became 
eligible for credit because they were “men of property.” Within a 
few days after these poor folks moved in, a hoard of dynamiters came 
knocking on their doors. 

“How would you like some of this—synthetic—brick siding put 
on over that ugly redwood siding,”—or “How would you like this 
barbecue pit? Just sign this title I form and we will take care of 
the rest.” 

They did. Before the year was out a good number of these innocents 
were over their heads in debt. Nor did the short-term credit outfits 
who made these unnecessary title I loans even bother to check with 
ach other to see if the homeowners were overextended. They were 
protected against loss up to 10 percent. 

As a result a number of these unfortunate people contracted to pay 
monthly installments, including the mortgage payments, that ex 
ceeded their incomes. And you can guess what happened under the 
circumstances. 

If the homeowner had gone to his mortgage lender, the lender 
would have talked him out of dealing with disreputable fly-by-night 
operators, and out of making a lot of useless expenditures. Or, if 
modernization was needed, the lender would have helped him with an 
additional advance. 

If credit is understood in its fullest importance to our whole eco 
nomic system, there would seem no safer or more intelligent way to 
employ it than to relate it to the prime security owned by the majority 
of United States families: a house and land. 

In conclusion, I hope that you will not only see fit to give FHA 
authority to insure additional advances but will consider liberalizing 
the provisions of the Servicemen’s Readjustment Act relative to such 
supplemental lending for purposes of repair or improvement of vet- 
erans’ homes. 

Bert King points out: 

As the law now provides, the Veterans’ Administration cannot extend guaranty 
coverage comparable to the proposed FHA program without a change in the 
existing statute since the $7,500 entitlement currently available to veterans under 
section 501 (b) of the act is restricted to loans for the purchase or construction 
of residential property to be occupied by the veteran as his home. Consequently, 
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additional entitlement for supplemental loans for the alteration or improve- 
ment of the veteran’s home is available only if he used less than $4,000 of his 
entitlement in connection with the purchase or construction of his home. In 
recent years most veteran home purchasers have used at least $4,000 of their 
entitlement in connection with the original purchase of the home, and accord- 
ingly have no entitlement available for alteration or improvement advances. 
Naturally, lender interest in making such advances would be stimulated if some 
additional guaranty protection for such advances were obtainable. Further- 
more, the housing needs of a large segment of the 8 million families who have ob- 
tained homes with the assistance of GI financing have changed materially, due to 
increasing family size, and in many cases there has been an improvement in 
the economic status of these homeowners. It is to be borne in mind also that 
in many instances a substantial reduction in the mortgage debt has taken place 
since the home was purchased. Those veterans are now in a position to under- 
take the responsibility entailed in financing improvements and alterations in 
their homes. If a lender is willing to make a GI supplemental loan, the veteran 
obtains the advance on a low-cost, long-term repayment basis, and the primary 
loan is not jeopardized by the high carrying cost of short-term improvement 
loans. Such a result could be obtained in many cases by removing the existing 
limitation on the use of the curently authorized $7,500 maximum by a simple 
amendment to section 501 (b) of the Servicemen’s Readjustment Act of 1944, as 
amended, permitting the $7,500 maximum to apply to loans for alterations, im- 
provements and repairs, as well as the purchase and construction of residential 
property and by removing the April 2, 1950, date limitation. 


May I insert the following into the record : 

List of some lending institutions making additional advances: Can 
FHA Insure Seasent Mortgages? article reprinted from House and 
Home, July 1953; Legal Bulletin, published by the United States Sav- 
ings and Loan League, September 1953 issue featuring The Flexible 
Mortgage Contract, by Horace Russell and William Prather ; Excerpt 
from House and Home, December 1952, Modern Mortgages—Dime 
Savings Bank of Brooklyn writes open-end clause in to all its family 
house mortgages; Open-end Mortgages: Good Business Bet, Not a 
Legal Problem, article reprinted from House and Home, September 
1953. 

The CHarrman. Without objection they will go into the record. 

(The documents referred to follow :) 
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[From House & Home, July 1953] 


Modern mortgages: A monthly report on important developments in the mod- 
ernization of mortgage credit, with particular emphasis on the expanding poten- 
tial of the package mortgage, the open-end mortgage, and the expandable 
mortgage. 


Can FHA INsuRE OpeN-ENd MortGacres? 


The majority of savings and loan associations, many big insurance companies, 
and more and more savings banks now use the open-end or additional-advance 
mortgage. VA insures mortgages with open-end provisions, but FHA is still a 
holdout. The National Association of Home Builders, the Mortgage Bankers 
Association, and the National Retail Lumber Dealers Association have endorsed 
the open end and urge FHA to insure this type of mortgage. In the previous 
political administration FHA cited several legal objections (below). They are 
answered by two top legal advisers: 


FHA OBJECTIONS 


1. Can FHA transfer to the lender the responsibility for increasing the prin- 
cipal amount it has insured in the first place? The National Housing Act re- 
quires FHA-insured mortgages to contain amortization provisions requiring the 
mortgagor to make periodic payments within his means to extinguish the debt 
at maturity. 

2. FHA is required to collect from mortgagees annual insurance premiums on 
the outstanding contractual balance without taking into account prepayments 
or delinquent payments. Purpose is to permit FHA to bill by machine methods 
on the original schedule without regard to the outstanding balance. The pur- 
pose would be defeated if the original amortization schedule were subject to 
change without new findings and a new contract of insurance. 

3. Additional accounting complications would be presented to FHA upon fore- 
closures. Mortgagees are entitled to debentures in return for properties con- 
veyed to FHA. This is set by statute as the “original principal obligations of 
the mortgage” unpaid at the date of commencement of foreclosure. 

4. If a lender advances money on an open-end mortgage with no actual knowl- 
edge of an intervening lien, is the optional advance superior to the intervening 
lien? The principal difficulty that arises, even with conventional, uninsured 
loans, is the wide variations in State laws governing priority. 

Herbert S. Colton, former assistant general counsel for FHA and now general 
counsel for NAHB, says: 

“Legal questions are not primary. The real point: Is the open end so necessary 
or desirable as to require change in legal thinking, amendment of applicable 
statutes? 

“Acceptance of new concepts in the rigid field of real property law is a slow 
process. Statutes, judicial interpretations, and legal opinion all change from 
time to time to conform to public opinion. A prime example is how public opinion 
demanded new mortgage financing after the real-estate collapse in the great de- 
pression. When FHA pioneered this, even FHA’s constitutionality was ques- 
tioned. But legal thinking quickly conformed to public thinking. 

“The current intense interest in conservation and rehabilitation of residential 
property now points up the lack of a satisfactory legal instrument for facilitating 
that kind of work. The open end, properly used, offers a flexible legal form well 
adapted to this purpose. 

“Acceptance of the open end would undoubtedly be accelerated if it were possi- 
ble for FHA to recognize open-end provisions in mortgages insured by it. 

“Neither of FHA’s objections on collection of insurance premiums or on the 
matter of handling debentures is insurmountable. Except in degree, FHA’s 
accounting problem would not seem to differ from that of National Life Insurance 
Co. of Vermont or the Dime Savings Bank of Brooklyn, 2 big lenders consistently 
in the forefront of progress in the last 20 years. The statutory language on deben- 
tures could by simple amendment be revised to include in the debentures issued 
after default the amount of any substantial optional advance made pursuant 
to a provision in the mortgage. Congress appears interested in rehabilitation, 
so such an amendment should not be difficult to obtain. 

“Whether statutory revision should be sought or whether FHA would be justi- 
fied in undertaking the administrative burden involved depends upon its evalua- 
tion of the results to be obtained. This is not a legal but a policy matter.” 
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Horace Russell, former general counsel for the Home Owners’ Loan Corpora 
tion and now general counsel for the United States Savings and Loan League, 
was asked for an opinion by NRLDA. His answer to FHA's objections, in order 

“FHA can authorize open-end mortgages by amendments to its regulations and 
mortgage forms. The agency may authorize advances without prior approval 
up to the contractual amount. If the advance under the open end increases the 
mortgage beyond this amount, FHA should approve of it and get an additional 
premium. 

“Since FHA charges insurance premiums on the contractual balance and with 
out regard to prepayments, it ought not charge an additional premium for ad 
vances up to the contractual amount. Therefore its problem would be even 
smaller than that of the Dime Savings Bank which must make changes every time 
it makes an additional advance. The additional advance can be treated the same 
as the original advance ; therefore, there should be no necessity for an amendment 
to the National Housing Act. FHA should not be concerned with lien status 
because that rests entirely with the mortgagee.” 
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[Legal Bulletin, United States Saving A cruci: 
and Loan League, September 1953] of the mc 
a as 
by their 
The Flexible Mortgage Contract oy oe 
In each ¢ 
HORACE RUSSELL, general counsel, and WILLIAM PRATHER, assistant counsel tion gove 
United States Savings and Loan League the listin 
proveme! 
HE MORTGAGE OF TODAY has come’ gage and a discussion of other flexible will suffi 
a long way from the clay tablets features, including the privilege of as a par’ 
of antiquity. Much of the progress in prepayment, grace periods, graduated by assur 
mortgage lending has been of recent interest rates tailored to the risk the mo 
date, and to the pioneers of the sav- from time to time, and the amortiza- however 
ings and loan business must be given tion of principal over the life of the 4 mortgag 
a good share of the credit. As a result loan. It is our purpose not only to list : leave a 
of imagination, practical planning the advantages of these features, but at all t 
and testing in practice, the modern also to point out the pitfalls in some 5 may fee 
mortgage is streamlined, self-liquida- jurisdictions. Illustrative forms (to { real est 
ting, flexible. be adjusted to state law) incorpo- 1 In a 
The purpose of this article is to rating the various features are set first ne 
discuss the legal and practical aspects out as addenda hereto, together with j fixtures 
of the flexible mortgage contract. The suggested language for appropriate ; a fixtu 
package mortgage will be considered legislation where it is felt that such ; cumsta 
first, followed by the open-end mort- is needed. : by hav 
j chattel 
take 0: 
THE PACKAGE MORTGAGE proper 
be pro) 
HE PACKAGE MORTGAGE has been is also avoided, as well as duplication its ine 
developed in recognition of the of loan administration charges. is assv 
fact that many families use virtually The added advantages to the mort- ; mentic 
all their available funds in making gage lender include not only the bet- lem, h 
the down payments on their homes ter credit position of the borrower, correc 
and have little or nothing left to buy but the expansion of the lending field items 
the appliances and other improve- by the capturing of business that for- 
ments they need immediately. The merly went to short-term lenders or At 
principal advantage of the package installment sellers. 1See 3¢ 
mortgage is that it helps the home The package mortgage form differs esr ( 
buyer over a financial hurdle in the from the standard mortgage only in First 
first two or three years of the loan. By that it expressly and specifically sets 
adding the cost of the improvements out the intention of the owner to make : PB: 
to the cost of the home and amortizing a part of the real property the heating ; rc 
the payment of both over the entire and air-conditioning equipment, the : 
period of the mortgage, he is able to kitchen range, the refrigerator and “The 
buy the equipment he needs without frozen food locker, the dishwasher, os 
obligating himself beyond his means the garbage disposal unit, the home of : 
in the first two or three years with a laundry and perhaps other items. 1110 
parallel series of burdensome loan Thereupon, the mortgage becomes a = 
payments. The high rate of interest lien upon the real property, including 


usually incident to a short-term loan 


such items as a part of it. 
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A crucial factor from the standpoint 
of the mortgagee is the obtaining of 
a valid first lien on the improvements 
by their treatment and acceptance by 
the courts as a part of the real estate. 
In each case, the law of the jurisdic- 
tion governs, although in most cases 
the listing in the mortgage of the im- 
provements as part of the real estate 
will suffice to determine their identity 
as a part of the real estate and there- 
by assure their inclusion as a part of 
the mortgage security. Ordinarily, 
however, if the payment terms of the 
mortgage have been arranged so as to 
leave a substantial margin of security 
at all times, the package mortgagee 
may feel that he need look only to the 
real estate for his security. 

In any such determination, it is 
first necessary to consider the law of 
fixtures. A chattel may or may not be 
a fixture, depending on various cir- 
cumstances to be discussed. But only 
by having identity as a fixture may a 
chattel become real property and par- 
take of the character, incidents, and 
properties of realty. If an item can 
be properly defined as a fixture, then 
its inclusion in a real estate mortgage 
is assured automatically, even without 
mention in the instrument.? The prob- 
lem, however, is to discover or predict 
correctly whether all or any of the 
items of equipment that distinguish 
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the package home are fixtures and, 
therefore, security appropriately in- 
cluded in and effectively covered by 
the lien of a real estate mortgage. 
Three propositions have commonly 
been considered by the courts in mak- 
ing a determination of whether a chat- 
tel used in connection with realty will 
be considered a fixture:* (1) The in- 
tention of the parties concerned to 
make the chattel a permanent annex- 
ation to the realty is conclusive. (2) 
Annexation of the chattel to the realty 
or something appurtenant thereto is 
good evidence of intention. (8) Adap- 
tation or application of the chattel to 
the use or purpose of that part of the 
realty with which it is used or con- 
nected is good evidence of intention. 
Intention—The annexor’s intention 
that an item is to be considered a part 
of the realty is the most important 
factor in the determination of what 
is a fixture. This intention cannot be 
a silent or secret intent, but rather 
one that is demonstrated by the acts 
and circumstances surrounding the an- 
nexation. Although both annexation 
and adaptation figure in the determi- 
nation of intention, i.e., the structure 
and mode of annexation and the pur- 
pose or use for which the annexation 
is made, the most important evidence 
of intention is a written agreement ex- 
pressing the intention of the annexor. 


‘See 36 CJS, 889-891; Thompson, Real Property, Par. 160 (perm. ed.) ; Kratovil, Real Estate Law, Sec 


827 (1962 ed.). 


"First National Bank v. Reichneder, 871 Pa. 463, 91 A (2d) 277 (1952). 


*The leading case is Teaff v. Hewitt, 1 Ohio St. 611, 59 Am. Dec. 634 (1853), 86 CJS 892; Tiffany, 
Real Property, Par. 607 (3rd ed.) ; Thompson, Real Property, Par. 162 (perm. ed.). See Fry v. Lost 
Key Mines, 239 P (2d) (Cal. 1952); In re Slum Clearance in City of Detroit, 382 Mich. 485, 52 NW 
(2d) 196 (1952). 


*“The tendency found in the modern decisions is to stress the third test—that of intention—making it 
controlling where there is doubt as to the effect of the other two”—Dunn v. Assets Realization Co., 16 
P (2d) $70, 371 (Ore. 1932) ; also Mullins v. Sturgill, 192 Va. 653, 66 SE (2d) 483 (1951). “The intent 
of the party making the annexation of a chattel to realty is the cardinal inquiry in determining whether 
a chattel so annexed .. . is a part of the realty.” Becwar v. Bear, 41 Wash. (2d) 87, 246 P (2d) 
1110 (1952). “Of these tests the most important is intention,” Rudolph Wurlitzer Co. v. Cohen, 144 A 
641, 644 (Md. 1929). ““The established rule in this and most jurisdictions is that ... the primary test 
is the intention of the parties at the time of the transaction and installation, and that proof of adapta- 
bility and necessity merely bears on the question of intention,” Guardian Life Insurance Co. of America v. 
Swanson, 3 NE (2d) 824, 826 (Ill. 1936) ; 86 CJS 894, 895; 22 Am. Jur. 718; Thompson, Real Prop- 
erty, Par. 163 (perm. ed.) ; Tiffany, Real Property, 606, 607 (3rd ed.) ; in Cumberland Power and 
Light Co. v. Hotel Ambassador (Me. 1936), supra, the court said, “If the owner’s intention to make 
chattel part of the realty is duly manifested, the article is dedicated to the realty, and its status as 
personalty has ceased.” See also Strain v. Green, 25 Wash. (2d) 692, 172 P (2d) 216 (1946), where it 
was held that the intention test was an objective one and was to be determined from the nature of 
the article, relation of the parties, adaptation, mode of annexation and all the surrounding circumstances. 
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Indeed, the Supreme Court of Maine 
said, “A special agreement . . . may 
conclusively determine the question 
[of intention].”5 

Annexation—To take on the char- 
acteristics and properties of realty, 
a chattel must be “annexed” to the 
real estate or something appurtenant 
thereto. Annexation may be (1) the 
physical incorporation of the item in- 
to the structure, the screwing or bolt- 
ing down,® or (2) “constructive” an- 
nexation—such as a connection by 
wire or pipe with the realty, or, as in 
the case of a rail fence, solely by force 
of gravity.” 

Adaptation—Outweighing annexa- 
tion as a factor in determining wheth- 
er an item qualifies as a fixture, adap- 
tation to the use or purpose to which 
the realty is devoted is largely, in the 
last analysis, a matter of opinion. The 
tenor of the relatively few decisions 
on this point indicates that there must 
be a peculiar adaptation. For instance, 
built-in home equipment not only 
meets the test of annexation, but is 
conclusive evidence of its peculiar 
adaptation to the use and purpose of 
the realty. It clearly is specially 
planned for that particular home. 
Movable items, however, such as wash- 
ing machines on casters, vacuum 
cleaners and similar items, many 
times fail to meet this test. Some other 
questions arise where items such as 
refrigerators and stoves are not 
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“built-in.” Some courts hold that 
since they are usually stock items for 
general trade, they are not specially 
designed for the building, and hence 
in the absence of a special agreement 
do not fully meet the test of adapta- 
tion. Adaptation is closely interrelated 
with the intention of the parties. 

It will be seen that the tests of 
annexation and adaptation are not 
really separate and distinct at all, but 
rather are components of the overall 
test of intention.® The intention test 
is comprehensive and all-embracing. 


UST AS INTENTION is the paramount 

and controlling factor in ascer- 
taining whether a given item is a fix- 
ture, an express agreement of the an- 
nexor is the principal evidence of in- 
tention.1° Thus it is that in deciding 
the crucial question of intention the 
full importance of the package mort- 
gage comes into play. By specific 
enumeration of affixed household 
equipment as part of the realty to 
which the coverage of the lien extends, 
the package mortgage unmistakably 
supplies the major evidence of inten- 
tion, which intention is the paramount 
and controlling test of whether such 
articles are fixtures. For built-in 
home equipment the package mort- 
gage furnishes conclusive evidence of 
intention in addition to that inferable 
from the actual annexation and adap- 
tation of such items. For other equip- 





*Hayford v. Wentworth, 564 A 940 (Me. 1903). 


‘In Holt v. Henley, 232 U.S. 637 (1914), the court commented that in view of the great changes mode: 
appliances have made in the American way | of life, courts should not continue to attach “‘mystic _ 


portance to attachment by bolts and screws.” 


"Leisle v. Welfare Building and Loan Asen., — Wis. 440, 287 NW 739 (rollaway bed, 1989) ; no & 


Co. v. Powell, 61 SW (2d) 406 (Mo. 1983) 


refrigerator connected by electric cord) ; 


& Appliance — v. Goodwin, 564 NE (2d) ons (Mass. 1944) (heating unit connected to fuel pipe and 


air ducts) ; 
P 447 (Mont. 1925) (pole fence) ; 
Cumberland Power & Light Co. v 


Fuson v. Whitaker, 190 SW (2d) 805 (Tenn. 1945) (wall cases) 


v. Beck, 234 


not necessary that the chattel be physically annexed to the realty at all times. The annexation may be 


constructive or actual.” See Note, 109 ALR 1424. 


*Madfes v. Beverly Development Corp., 251 N.Y. 12, 166 NE 787. 


*“Indeed,” says Kratovil, writing in 97 U. of Pa. Law Rev. 180, “adaptation and mode of annexation 
are now frequently regarded as not separate tests at all, but as circumstances throwing light on the 


question of intention.” 


See discussion in Thuma v. Granada Hotel Corp., 269 Ill. App. 484 (1933) (package mortgage 


and purchase money chattel mortgage). For agreement overriding a statute, see Garnett v. Mankel, 
168 P (2d) 466 (Cal. 1945). Also 7 ALR 1578. 
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ment such as ranges and refrigera- 
tors, the owner’s intention that such 
items are attached as fixtures and are 
to be treated as realty is clearly ex- 
pressed in the written terms of the 
mortgage.!! It is our opinion that in 
practically all jurisdictions,!2 most 
affixed chattels may, by express agree- 
ment between the mortgagor and the 
mortgagee, be made a part of the 
realty.13 

Government agencies have _ indi- 
cated their approval of the advantages 
of the package mortgage. The VA will 
accept package loans for guaranty or 
insurance, provided a proper lien is 
secured on the various items under 
the applicable state law. The value of 
the utilities is included in the official 
VA appraisal, the only restriction in 
addition to the lien requirement being 
that the equipment be of the cost, 
quality and type called for by the class 
of home involved.14 The FHA will in- 
clude the value of items in the ap- 
praised value, provided it is reason- 
ably convinced that the items are 
commonly treated as part of the real 
estate in the community and that the 
mortgage terms set them out spe- 
cifically as such.15 


LTHOUGH WE HAVE set out insofar 
as possible what the law of fix- 
tures appears to be, another important 
factor to be considered is how the law 
is construed and applied by the courts 


“The evidentiary value of agreements is, however, 


in a given case. In a controversy over 
whether an item is or is not a fixture, 
the relationship of the parties often 
affects the decision. In cases involving 
grantor and grantee, vendor and pur- 
chaser, mortgagor and mortgagee, 
the rules for determining what is a 
fixture are strongly construed by the 
courts against the first-named parties. 
Accordingly, courts are usually quite 
prone to find that chattels annexed to 
the realty are fixtures so that they 
will pass with the land. On the other 
hand, in other controversies where 
landlord and tenant, owner of fee and 
conditional sales vendor, owner of fee 
and life tenant are involved, the courts 
have consistently relaxed the law of 
fixtures to permit the tenant and the 
conditional vendor to remove whatever 
chattels they may have affixed to the 
realty.1° For the most part, however, 
such situations involve the relation- 
ship of mortgagor and mortgagee; it 
may be expected, therefore, that the 
courts will find few obstacles in hold- 
ing the home equipment under consid- 
eration to be fixtures. The courts seem 
to try to arrive at intention which is 
controlling. The owner is presumed 
to intend to improve his property, es- 
pecially if he expresses his intention 
to do so. The tenant is not presumed 
to intend to make his chattels a part 
of the landlord’s property, even if he 
attaches them to the house in some 
way. 


not without limitation. See excellent discourse in 


Madfes v. Beverly Development Corp., 166 NE 787, 251 N.Y. 12. Pure intention, as set forth in an 
agreement, is not alone sufficient to compel the courts to regard some items as realty; no matter how 
strong the intention, throw rugs, items of furniture can never be fixtures. The apparent intention, the 
legal intention, the intention indicated by the physical facts may override the expressed intent of the 
annexor. See also In re Allen St. and First Ave., 176 NE 877 (N.Y. 1931). 


“In New York, however, due to the courts’ rigid application of the doctrine of “inherent chattels,” 
most mortgagees, instead of attempting to characterize mortgaged articles as fixtures, seek to have 
the real estate mortgage operate also as a chattel mortgage. It has been held that one instrument 
mortgaging both chattels and real estate may be a valid chattel mortgage as to the personal property 
included. See General Snyod, etc. v. Bonac Realty Corp., 297 N.Y. 119, 75 NE (2d) 841 (1947). This 
is also permitted in California, Durst v. Battson, 9 Cal. (2d) 156, 69 P (2d) 992 (1937). 


“See Brandt v. Koppelman, 169 Pa. Super. 236, 82 A (2d) 666 (1951) ; Hill v. Salmon, 236 P (2d) 518 
(Wyo. 1951). 


“VA, TB 4A-95; also 38 USC, Secs. 694 and 694a; see also VA Solicitor’s Opinion No. 127-53, July 14, 
1953. 


“Letter to Architectural Forum from B.C. Bovard, General Counsel of FHA, July 11, 1944. See 12 
USC, Sec. 1709. 


“Kelly v. Austin, 46 Ill. 146; Standard Oil Co. v. LaCrosse, etc., 217 Wis. 237, 258 NW 791; Notes, 41 
ALR 601, 88 ALR 1114; Swift Lumber & Fuel Co. v. Elwanger, 127 Neb. 740, 256 NW 875. 
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Other Problems 


Controversies most likely to arise 
concerning the package mortgage will 
be actions involving the mortgagee 
and any one of the following persons: 
(1) the mortgagor, (2) purchasers of 
the realty, (3) bona fide purchasers 
of the home equipment having no no- 
tice of the mortgage, (4) judgment 
creditors, (5) mortgagees holding sub- 
sequent chattel mortgages. 

In the first instance, both parties 
would be estopped by the express 
terms of the mortgage contract from 
asserting that the articles in con- 
troversy were, in fact, chattels. In 
the case of sale of the mortgaged 
premises, the recordation of the mort- 
gage is, of course, notice to the ven- 
dee that the items of equipment are 
real estate. Should he remove the fix- 
tures, he would be liable to the mort- 
gagee for damages. The situation 
where the mortgagor severs a fixture 
from the real estate, transports it 
elsewhere and sells it to a bona fide 
purchaser for value is more serious: 
the mortgagee has no recourse except 
against the mortgagor.17 The pur- 
chaser’s title is good against the 
world, inasmuch as there is no actual 
or constructive notice of the mortgage 
where the item is to all appearances 
a chattel.18 If, however, it can be 
shown that the purchaser has actual 
notice of the mortgage, any title he 
acquires will be inferior to that of 
the mortgagee. 

A subsequent chattel mortgage and 


a sale of the fixtures while still an- 
nexed to the realty raises the ques- 
tion of whether the nature of the arti- 
cle and its attachment to the realty 
puts the chattel mortgagee or pur- 
chaser on notice that the articles may 
be realty and covered by the lien of 
a real mortgage. Courts hold that the 
annexation and adaptation serve to 
place such parties on inquiry as to 
whether such items are personalty or 
realty, and that since the articles are 
a part of the realty, the real mort- 
gagee has superior rights.1® This 
reasoning applies also to the judg- 
ment creditor. 

Package items acquired after the 
recording of the mortgage and the re- 
placement of worn-out items also offer 
a problem.2° As between the mort- 
gagor and the mortgagee, the package 
mortage extends the mortgagee’s in- 
terest to these items. This may be 
done by express clause in the mort- 
gage instrument, or it may be inferred 
from the fact that by the lumping of 
fixtures with the realty in the mort- 
gage, similar fixtures and _ replace- 
ments are also to be considered as 
such. Subsequent purchasers or cred- 
itors also would take an interest sec- 
ondary to that of the mortgage under 
the principles discussed earlier. The 
conditional sales vendor of such items, 
however, has sometimes been held to 
have a lien superior to that of the 
mortgagee, on the ground that the 
injury to the mortgagee’s security is 
caused by the disposing of the old 
item, not by the vendor in selling the 


"In some states, however (usually title theory states), the mortgagee is permitted to reclaim such 
articles even when he finds them in the possession of an innocent purchaser. See Note, 97 U. of Pa. 


Law Rev. 180, 210. 


“In an effort to prevent such articles from passing into the hands of a bona fide purchaser, many 
mortgagees as a matter of routine affix a notice on the article itself, stating that it is covered by the 
real estate mortgage; purchasers of the marked articles would lose their protection if they saw the 
notice, for they could not qualify as bona fide purchasers. 


*Easton v. Ash, 18 Cal. (2d) 530, 116 P (2d) 483 (1941); Firet Mortgage Bond Co. v. London, 259 
Mich. 688, 244 NW 203; Mortgage Bond Co. v. Stephens, 74 P (2d) 361 (Okla. 1937) ; Guardian Life 
Insurance Co. of America v. Swanson, 3 NE (2d) 324 (Ill. 1936) ; Leisle v. Welfare Building and Loan 
Assn., 287 NW 789 (Wis. 1939) ; Chicago Title & Trust Co. v. Waldman, 5 NE (2d) 787 (Ill. 1936). 


™See “The Package Mortgage and Optional Future Advances,” 65 Harvard Law Rev. 478 at 482 (1952), 
for a discussion of this question; also Cohen and Gerber, ‘“‘The After-Acquired Property Clause,” 87 
U. of Pa. Law Rev. 635 (1939). 
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new one.?! In cases where the condi- 
tional vendor is not permitted to re- 
move his appliance, however, courts 
have held that he should be protected 
to the extent the mortgagee has been 
“unjustly enriched”—usually at the 
time of foreclosure.?? The law on this 
point appears to vary even in the same 
jurisdiction. 
Conclusion 


We see then that for the new home- 
owner, the package mortgage offers 
the advantage of low-cost, long-term 
financing of household equipment. For 
the mortgage lender, it offers an in- 
creased volume of business and elim- 
inates defaults early in the life of a 
mortgage because of the borrower’s 
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large cash outlays for home appli- 
ances. If the intent of the parties to 
include certain chattels as a part of 
the realty is carefully spelled out in 
the mortgage and if there is no at- 
tempt to extend the coverage of the 
mortgage to freely movable household 
furnishings or appliances, 2° the bene- 
fits accruing to both the mortgagor 
and the mortgagee will not ordinarily 
be denied by judicial authority. We 
advise the mortgagee to decide what 
may be made a part of the real estate 
and to take a real estate mortgage and 
rely upon it. It is obviously contra- 
dictory to say that certain articles are 
a part of the real estate and concur- 
rently to say that they are chattels 
and take a chattel mortgage. 


THE OPEN-END MORTGAGE 


N OPEN-END MORTGAGE is a contract 

between the lender and the bor- 
rower providing that future borrow- 
ings after the original loan may be 
secured by the original mortgage. It 
means that once a homeowner has 
qualified for a mortgage on his prop- 
erty, he is enabled thereafter within 
varying limitations in the different 
jurisdictions to increase the amount 
of his mortgage to cover the cost of 
modernization or needed improve- 
ments, or for other purposes. 

The open-end form offers advan- 
tages material to both parties. To the 
borrower, it allows modernization on 
a long-term credit basis, easy pay- 
ments with no money down, and an 
economy in or elimination of refinan- 
cing costs. To the lender, it offers a 
large source of additional invest- 


"Holt v. Henley, 232 U.S. 637. 
@Hurzthal v. Hurzthal, 45 W. Va. 584, 32 SE 237. 


ments and an opportunity to give 
additional service to the public; it 
tends to prevent an over-extension 
of credit on the part of the borrower, 
with consequent arrears and foreclos- 
ures. The economy and ease of addi- 
tional financing often provide a 
strong incentive for the borrower to 
keep his loan with the original lender 
instead of going elsewhere, thus en- 
abling the lender to retain seasoned 
loans with an enhanced value to the 
original security. 


Lien Status of Additional Advances 


There are three major kinds of fu- 
ture advances: (1) where the lender 
is, by the terms of the mortgage, obli- 
gated to make certain advances; (2) 
where the lender has the right to 
make certain advances to protect the 


™“Since it is by no means certain that the real estate mortgage alone, even with elaborate fine-print 
clauses, will afford the mortgagee protection against the removal of readily removable articles, many 
mortgagees insist that the mortgagor in a package mortgage sign a separate chattel mortgage, which 
is filed in the chattel mortgage records of the county. Alternatively, the real estate mortgage may be 
filed in the chattel mortgage records as well as in the real estate records. Use of a separate chattel 
mortgage is preferable, because it contains a more specific description of the articles. The fine-print 
clauses of the real estate mortgage are, in many states, considered too vague and general to be valid 
as chattel mortgages.” Kratovil, Real Estate Law, p. 212. 
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security, independently of the will of 
the mortgagor; and (3) where future 
advances may or may not be made, 
depending on the future agreement of 
the parties. We will not deal exten- 
sively with the first, inasmuch as the 
law appears to be uniform through- 
out the country: where the lender 
is contractually obligated to make cer- 
tain advances, the advances if properly 
made take precedence over any lien 
or incumbrance arising after the date 
of recording of the mortgage,?4 and 
usually even where the prior mortga- 
gee has actual notice of the inter- 
vening incumbrance. An example is 
the construction loan, where in many 
instances the lender is obligated to 
disburse funds as the building pro- 
gresses. In holding that an obligatory 
advance is a part of the original debt 
and that the lien relates back to the 
date the “entire debt” was created, 
the courts reason that it would be 
manifestly unsound to hold that even 
actual notice of a subsequent lien 
would deprive the mortgagee of his 
lien for advances which he is com- 
pelled to make.?5 
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Neither will we consider extensively 
the second type of advance, where, 
by the terms of the mortgage, the 
mortgagee reserves the right to make 
further advances or expenditures 
which are necessary to protect the se- 
curity or the priority of the mort- 
gage, whether or not the borrower 
shall request or desire the same. The 
situation could arise, for example, in 
a construction loan where the mort- 
gagor has abandoned the work, the 
mortgagee having the right to protect 
his interests by making additional ex- 
penditures to complete the structure 
and to have a lien therefor which is 
superior to intervening incumbrances. 
Payment of delinquent taxes and as- 
sessments and the making of essential 
repairs often fall within such cases.2¢ 
Although the matter has been little 
litigated, it is clear that in such cases 
there is a contractual interest which is 
as entitled to protection as an option 
to purchase. When such an interest is 
put on record there is little reason to 
believe that a subsequent incum- 
brancer could impair it, irrespective 
of the mortgagee’s notice thereof.27 





™“Where a mortgagee is obligated, by contract with the mortgagor, to 


to advance funds to be secured by 


the mortgage, such mortgage will be a valid lien from the time of its recording, as against all subse- 
quent incumbrances, even though the mortgage money is paid to the mortgagor after such subsequent 
incumbrances have attached to the mortgaged land. This holds true even though the mortgagee is 
actually aware of the existence of the subsequent incumbrances at the time he pays out the mortgage 
money. Land Title & Trust Co. v. Schoemaker, 257 Pa. 218, 101 A 335. Because of the mortgagee’s 
obligation to pay out the money, the mortgage debt is regarded as being in existence from the very 
beginning.” Kratovil, Real Estate Law, Sec. 332. 


™“A mortgage, duly recorded, given for definite future advances which the mortgagee is obligated to 
make, is entitled to priority for the full amount of such advances over a subsequent mortgage, recorded 
after the former one, though prior to the making of such future advances.” Connecticut General Life 
Insurance Co., 101 NE (2d) 408 (Ohio 1950), quoting Kuhn v. Southern Ohio Loan and Trust Co., 
101 Ohio St. 84, 126 NE 820. In Schaeppi v. Glade, 195 Ill. 62, the court said, “. ... where the mort- 
gagee is bound to make the advances, the lien relates back to the date of the mortgage recordation, 
and is superior to any subsequent lien or conveyance.” Other cases upholding the priority of “obligatory” 
future advances, even where the mortgagor has actual notice: Peaslee v. Evans, 82 N.H. 318, 183 
A 448; Brinkmsyer v. Browneller, et al., 55 Ind. 487; Guaranteed Title & Trust Co. v. Thompson 
93 Fla. 983; Chartz v. Cardelli, 52 Nev. 1, 279 P 761; Omaha Coal, Coke & Lime Co. v. Suess, 74 PNW 
620, 54 Neb. 379; Gerrity v. Warham Bank, 202 Mass. 214; Boise Payette Lumber Co. v. Winward, 
47 Idaho 486, 276 P 971; Antrim Lumber Co. v. Claremore Federal Savings and Loan Association, 
(Okla. 1951) 230 P (2d) "274 (LEGAL BULLETIN, May, 1953) ; Cedar v. Roche Fruit Co., 16 Wash. 2d) 
652, 134 P (2d) 487 (1948) ; Elmendorf-Anthony Co. v. Dunn, 10 Wash. (2d) 29, 116 P (2d) 253, 188 
ALR 558; Hance Hardware Co. v. Denbigh Hall, Inc., 17 Del. Ch. 284, 152 A 130; Land Title & 
Trust Co. v. Schoemaker, 257 Pa. 213, 101 A 835; Anglo-American Savings and Loan Association v. 
Campbell, 18 App. D.C. 581; and other cases listed below in table of approximate state positions. 


“In many instances provision for such advances has been made by statute. See, for example, Sec. 14(3) 
Colorado B&L Act. “An association may pay taxes, special assessments, insurance premiums, repairs 
and other similar charges for the ——— of its real estate loans. All such payments may . . 
added to the unpaid balance of the loan and shall be equally secured by the first lien on the property.” 


See also Sec. 45-54, S.C. Code, where the law uses the words “[Such advances] shall be secured by the 
mortgage and have the same rank and priority as the principal debt secured thereby . . . 


FOne of the most excellently reasoned cases on this subject is Cedar v. Roche Fruit Co., 


16 Wash. (2d) 
663, 184 P (2d) 487 (1943): 
usually 


Whether advances made under a mortgage are obligatory or optiona) 


depends upon whether or not the mortgagee is contractually bound to make them; however, 
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The decisions on their facts covered 
herein contain little at variance with 
this view,?® although on occasion the 
courts have mistakenly applied to this 
type of advance the rules governing 
optional advances rather than the 
more appropriate rules governing 
obligatory advances.*® 

It is with the third or optional fu- 
ture advance that we are primarily 
concerned, where the mortgage con- 
tains a provision that the mortgage 
shall stand as security for such sums 
as the mortgagor shall thereafter de- 
sire to borrow and the mortgagee 
shall be willing to lend. 


Optional Future Advances 


Under common law, it is clear that 
if first mortgages are properly draft- 
ed to secure original advances and if 
they properly describe optional future 
advances up to a limit stated in the 
mortgage, such advances may be made 
safely by the lender and remain se- 
cured as a first lien until the mortgage 
is cancelled. It is sufficient that the 
mortgage clearly show a contract be- 
tween the parties that the mortgage 
is to stand as security for both an 
original debt and such additional in- 
debtedness as may arise from future 
dealings between the parties. Provided 
such mortgages are properly record- 
ed, they are notice to the world of 


contractual obligations and agree- 
ments according to the stated terms, 
and if a subsequent purchaser or in- 
cumbrancer fails to take notice, he is 
not entitled to protection. This would 
be the almost universal law today, 
were it not that several states have 
dealt with the matter by statute with 
varying degrees of effectiveness.3° 

In an effort to form a general rule 
applicable in all state jurisdictions, it 
may be said that a mortgage which 
by its own terms is given to secure 
optional future advances is_ valid 
everywhere as between the parties 
and, duly recorded, will prevail against 
subsequent purchasers and incum- 
brancers if the mortgagee be without 
notice, actual or constructive, of such 
subsequent conveyance or incum- 
brance; and that in jurisdictions 
where the point is undecided, record 
notice of such subsequent conveyance 
or incumbrance might, and actual no- 
tice thereof probably would, give to 
the subsequent purchaser or the jun- 
ior lienor a prior claim as to ad- 
vances made after such notice.?! 


Problem of Specificity 


Most courts hold that for a mort- 
gage to stand validly as security for 
optional future advances, a full ex- 
pression of the parties’ intention must 
be set out in the mortgage, clear 


advances are considered obligatory when the mortgagee is obliged to make them for his own security 
“We believe the advances made . . . can be said to have been obligatory in the sense that they were 
necessary to protect the previous loans and advances made.”’ Court held that even actual notice of inter- 
vening liens would not jeopardize the priority of later advances. See Lidster v. Poole, 122 Ill. App. 227. 


See also 1, Jones on Chattel Mortgages, Sec. 97: “Advances made by a mortgagee after he has actual 
notice that others have acquired rights in the property will be postponed to the rights acquired by such 
other persons, unless the mortgagee be under a binding contract to make the advances, or it be essen 
tial to his own security to complete the advances contemplated by the mortgage.” (Italics ours.) 


"See Bellamy & Sons v. Cathcard, 72 Iowa 207, 33 NW 636, where such right to advance was upheld, 
because even though bondsmen had not obligated themselves to advance money to complete a bridge, 
they had the right to do so upon threatened default by the contractor for their own protection. Also 
Rowan v. Sharp’s Rifle Mfg. Co., 28 Conn. 282; Hyman v. Hauff, 188 N.Y. 48, 38 NE 735; Hamilton v 
Rhodes, 72 Ark. 625, 883 SW 351; Tolson v. Pyramid Life Insurance Co., 254 SW (2d) 53 (Ark. 1953) 


™Elmendor{-Anthony Co. v. Dunn, 10 Wash. (2d) 29, 116 P (2d) 253, 188 ALR 558. 


“A mortgage for future advances was recognized as vaild by the common law. It is believed they are 
held valid throughout the United States except where forbidden by the local law.” Jones v. New York 
Guaranty Co., 101 U.S. 622. In Leeds v. Cameron, 3 Sumn. 492, Mr. Justice Story declared, ‘Nothing 
can be more clear, both upon principle and authority, than that at the common law a mortgage, bona 
fide made, may be for future advances . . by the mortgagee, as well as for present debts and 
liabilities.” See also Lawrence v. Tucker, 23 How. 14, 16 L. Ed. 474. 


"Jones states the general rule somewhat more strongly—with the warning, however, that it is “subject 
to qualification”: “The rule that a recorded mortgage expressed to cover future advances has priority 
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enough so that it will serve as notice 
to anyone exercising common pru- 
dence and ordinary diligence, not 
only of the parties’ intent that the 
mortgage shall secure future optional 
advances, but also of the upper limit 
or aggregate amount of the advances 
contemplated.32. Cases have varied 
from one extreme, to the effect that 
the mortgage need scarcely make such 
reference at all,33 to the other ex- 
treme, where it is held that the actual 
date and amount of each subsequent 
advance must be carefully spelled out 
in the mortgage (as in Maryland) .%4 
As a matter of sound business policy, 
however, in addition to legal pru- 
dence, it is recommended that in all 
cases—even in the jurisdictions where 
it has been clearly held that a max- 
imum limit need not be set out in the 
mortgage—that such a limit be spe- 
cified.25 Not only is the matter of 
moral fairness involved, but the avoid- 
ance of possible later charges of in- 
equity or lack of adequate notice on 
the part of an intervening lienor. 
Even though in many cases it might 
easily be proved in court that such a 
limit need not be specified, much need- 
less litigation could be avoided in ad- 
vance if not only is the clear intent 
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spelled out but a maximum limit spe- 
cified to the contemplated advances. 

It might be pointed out here that 
“dragnet” clauses (i.e., where the 
mortgage purports to secure any and 
all future indebtedness of unspecified 
nature accruing from the grantors) 
are not strictly within the scope of 
this article. Most courts manifest a 
repugnance to this type of all-inclusive 
clause, and, in the words of the Iowa 
court, “construe this type of clause 
carefully and strictly.”3¢ 


Problem of Notice 


Although the general rule is well 
established that the mortgage will 
constitute a prior lien for all optional 
advances made in accordance with its 
terms before notice of an intervening 
incumbrance, there has been some di- 
versity of opinion as to what kind of 
notice will jeopardize the priority. 
The great majority of states hold that 
only actual notice or knowledge will 
adversely affect the lien of the later 
advances; a minority holds that, in 
addition to actual notice, notice aris- 
ing by operation of the recording 
statutes is sufficient. 

Apparently the basis of disagree- 
ment between the majority rule and 





in all cases over subsequent conveyances and encumbrances, has full support in recent discussions, and 
must now be regarded as a settled rule of law. Notwithstanding all the distinctions and refinements 
which have been introduced into the law on this subject by the many conflicting adjudications upon 
it, there is strong reason and authority for the rule that a mortgage to secure future advances, which 
on its face gives information enough as to the extent and purpose of the contract, so that anyone 
interested may by ordinary diligence ascertain the extent of the encumbrance, whether the extent of the 
contemplated advances be limited or not, and whether the mortgagee be bound to make the advances 
or not, will prevail over the supervening claims of purchasers or creditors, as to all advances made 
within the terms of such mortgage, whether made before or after the claims of such purchasers or 
creditors arose or before or after the mortgagee had notice of them .. .” Jones on Mortgages, Sec. 457. 


“Jones on Mortgages, Vol. 1, Sec. 450 (8th ed.): '‘Future liabilities intended to be secured should be 
described with reasonable certainty. If the nature and amount of the encumbrance is so described that 
it may be ascertained by the exercise of ordinary discretion and diligence, that is all that is required.” 


Sec. 457: “. . . even though no specific sum be named in the mortgage as to what future advances it 
was intended to secure, if the instrument on its face gives information as to the extent and purpose 
of the contract between the parties, that it is to stand as security for future advances, it will be 
sufficient to put a subsequent incumbrancer on notice of probable future dealings between the parties 
affecting the mortgaged property, and the duty of investigating the extent of liability that may 
attach to the property by reason of the mortgage devolves upon such incumbrancer.” 


"Corn Belt Trust & Savings Bank v. May, 197 Iowa 54, 196 NW 735. 
“In re Shapiro, 34 F. Supp. 737, affirming 118 F (2d) 348. 
*See Annotation, 81 ALR 631. 


"B. E. First v. Byrne, 28 NW (2d) 509; see Annotation of this case where the subject of “dragnet” 
clauses is fully discussed and the cases set out therein, 172 ALR 1079 (1948). 
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the dissenting courts is a differing 
theory as to when rights become vest- 
ed under a mortgage securing option- 
al future advances.The majority opin- 
ion rests on the equitable maxim, 
“What has agreed to be done shall, 
for the advancement of justice, be re- 
garded as done.” Since the advances 
have been provided for, the courts will 
consider them as made, thus causing 
the lien for the whole sum to be ad- 
vanced to attach as of the time of 
the mortgage agreement,37 and not as 
a lien for each separate advance ex- 
isting only from the time of the 
advancement.38 Although there is 
common agreement that the right to 
enforce the collection of the advances 
can arise only after the making of 
each advance,3® it is the majority 
opinion that since the lien to the 
whole has already attached, the re- 
cordation of subsequent incumbrances 
does not affect the first mortgage. 

It is almost universally accepted 
that “actual notice or knowledge” of 
an intervening lien on the part of the 
mortgagor will prejudice the priority 
of later optional advances. The term 
“actual notice,” of course, includes 
not only express notice but implied 
notice as well, the latter being notice 
inferred from the fact that the per- 


son charged with notice had available 
to him a means of discovery which 
he should have used.*° “Constructive” 
notice is that type of notice imputed 
to a person not having actual notice, 
and is solely a creature of statute— 
for example, that type of notice pro- 
vided for by many recording statutes. 
In none of the cases that we have 
reviewed has there been an instance 
where the decision turned on “con- 
structive” notice other than “record” 
notice, and indeed many courts have 
specifically stated that “record” no- 
tice shall not constitute even “con- 
structive” notice.*! Therefore, for the 
purposes of this discussion and the 
tabulation of states and cases, we will 
use the terms “actual notice” and 
“record notice,” since those terms rep- 
resent the only real distinction made 
in any of the court decisions, although 
in a few instances certain courts have 
left the door open to some type of 
constructive notice other than record 
notice. 

In order for the optional advances 
to prevail, the intervening lienor, of 
course, must have been legally charged 
with notice of the existence of the 
mortgage securing future advances, 
and usually of its terms. The record- 
ing of the mortgage will accomplish 


“That the liens of the trust deed and the mortgage date from the time they were filed for record or 
the [later] parties had actual notice thereof, notwithstanding that the money was advanced after the 
work was commenced, is too obvious to call for discussion.” Mutual Reserve Association v. Zeran, 152 
Wash. 342, 277 P 984. 


“The minority view was set out by the Michigan court in Ladue v. Detroit, etc., 13 Mich. 880, 87 An. 
Dec. 759: “The instrument can only take effect as a mortgage or encumbrance from the time when 
some debt or liability shall be created, or some binding contract is made, which is to be secured by it. 
Until this takes place, neither the land, nor the parties, nor third persons, are bound by it. It constitutes, 
of itself, no binding contract. Either party may disregard or repudiate it at his pleasure.” 


*1 Wiltsie on Mortgage Foreclosure, p. 178, Sec. 95 (5th ed.): “When a mortgage in terms secures 
future advances, the sum named as the consideration is of no importance, because as between the 
parties it will be security for the money actually advanced upon it, and for nothing more.” 


“See LegaL BULLETIN, March, 1953, p. 35, noting First Federal Savings and Loan Association of Miami 
v. Fisher, 60 So. (2d) 496 (Fia., 1952). 


“In regard to what constitutes actual notice, it seems that any information of the existence of the 
subsequent incumbrance is sufficient to charge a prior mortgagee with the legal effect of making future 
advances with knowledge. Notice of the fact of the existence of the subsequent incumbrance, called 
to the attention of the prior mortgagee by the subsequent incumbrancer, in such a manner that the 
prior mortgagee, as a prudent and reasonable man of business, is bound to remember that such subse- 
quent incumbrance on the premises has been given, and to regulate his conduct accordingly, seems to 
be all that can be required in such cases in order that the parties giving and receiving the notice may 
thereafter have the rights and duties which arise from notice.” Sec. 212, 19 Ruling Case Law 429 


“Ackerman v. Hunsicker, 85 N.Y. 43; Union National Bank v. Moline, 7 N.D. 201, 73 NW 527; 


Schmidt v. Zehrndt, 148 Ind. 447, 47 NE 835, and other cases cited infra in the tabulation of state 
positions. 
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such necessary notice as to the exist- 
ence of the mortgage. Whether or not 
the terms have been sufficiently stated 
therein has been discussed above. The 
recording statutes have in most states 
been held to operate as notice forward 
to subsequent purchasers or creditors 
and not backward to prior parties, 
whose rights are already fixed by the 
previous record of their own mort- 
gages.42 Chief Justice Redfield con- 
sidered this matter, together with the 
problem of actual notice on the part 
of the prior mortgagee, in an article 
in 2 American Law Reg. (N.S.) 18: 


The most important remaining inquiry 
is in regard to the extent and kind of 
notice of the subsequent mortgage, which 
it is requisite the first mortgagee should 
have, in order to postpone his further 
advances to such intervening security. As 
a general rule, it has been considered that 
the registry of the second mortgage will 
only be notice of its contents to future 
purchasers and incumbrancers, and not to 
prior incumbrancers, thus operating for- 
ward and not backward .. . The general 
view of the American courts, and the uni- 
versal declaration of the English courts, 
as far as we know, is that nothing short 
of notice in fact will have this effect .. . 
This may now be regarded as settled law, 
notwithstanding an occasional case seems 
to require something more. 


Pomeroy states the rule thus: 


When a mortgage to secure future ad- 
vances reasonably states the purposes for 
which it is given, its record is a construc- 
tive notice to subsequent purchasers and 
encumbrancers; they are thereby put upon 
an inquiry to ascertain what advances or 
liabilities have been made or incurred. 
The record of a subsequent mortgage or 
conveyance, or the docketing of a subse- 
quent judgment, is not a constructive no- 
tice of its existence to such prior mort- 
gagee. The prior mortgage, therefore, duly 
recorded, has a preference over subsequent 
recorded mortgages or conveyances, or 
subsequent docketed judgments, not only 
for advances previously made but also for 
advances made after their recording or 
docketing without notice thereof. As the 
record of the second encumbrance does 
not operate as a constructive notice, it re- 
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quires an actual notice to cut off the lien 
of the prior mortgage; and the subsequent 
encumbrancer may, by giving actual no- 
tice, at any time prevent further advances 
from being made to his own prejudice. 
(Italics ours.) 43 


However, the wording of the re- 
cording statutes in a few instances has 
been held in effect to import notice 
both forward and backward. See the 
consideration infra of Ohio. 


Tabulation of State Positions 


We shall now set out what appears 
to be the legal status of optional fu- 
ture advances as they stand today in 
the 49 jurisdictions, both under the 
mortgage laws and by court decision. 
In states where the common law or a 
variation or reaffirmance of the com- 
mon law doctrine is in force, addi- 
tional advances have priority over an 
intervening lien in the absence of ac- 
tual notice, and the lender can ordi- 
narily make an advance in safety with- 
out a title search. In states where 
the advance does not have first pri- 
ority in all cases, however, the lender, 
even in the absence of actual notice, 
must make sure that no lien has been 
placed of record against the property 
since the original mortgage date be- 
fore he makes an advance. 

In some of the states placed in the 
“Probable” column below, there is lit- 
tle or no authority on the subject of 
optional future advances, and in such 
states it is our opinion that properly 
drafted and recorded contracts will 
preserve the superior lien of the ad- 
vances in the absence of actual notice. 
In some of the states, the decisions on 
the subject have been based upon 
poorly or incompletely drafted con- 
tracts, and in many instances there 
were disputes as to notice. Cases prop- 
erly presented, based on _ properly 
drafted contracts, in many such states 
would, in our opinion, result in up- 
holding the superior lien of the future 





“Rochester Lumber Co. v. Dygert, 240 N.Y.S. 580, and other cases cited infra in the tabulation of state 


positions. 
“Pomeroy, Equity Jurisprudence, Sec. 1199 (3rd ed.). 
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advances. We have placed in the 
“Minority” column only those states 
which have refused to recognize the 
superiority of the lien for optional 
advances under a properly drafted 
contract properly recorded and where 
there is no dispute as to absence of 
actual notice of an intervening lien 
or claim. 

Although we set out the approxi- 
mate position of each of the state jur- 
isdictions, together with a brief dis- 
cussion of the laws and leading cases, 
it is recommended that in those states 
where the law is not comprehensive 
or definitely formulated, mortgagees 
desiring to deal properly with this 
question should have a careful and 
authoritative study made of their own 
state law, and a mortgage form clear- 
ly and properly drafted to secure de- 
scribed additional advances up to a 
stated limit.*4 


THE MAJORITY OR ‘CALIFORNIA’ RULE 


The majority rule that an optional 
advance is superior to an intervening 
claim if the mortgagee has no actual 
notice or knowledge of the intervening 
lien was well enunciated by the court 
in the California case of Oaks v. Wein- 
gartner,*® decided in 1951: 


Although the lien of a mortgage does 
not operate to secure optional advances 
made under the mortgage after the mort- 
gagee has acquired actual notice of an 
encumbrance, subsequent in point of time 
to his mortgage so as to defeat or impair 
the rights of the subsequent encum- 
brancer, the mortgage does have priority 
over all liens subsequent to its execution 
and recording to the extent of advances 
made without actual notice. 


It will be noted that the important 
distinction of the rule is the word 
“actual.’’4* In California and 31 other 
states, either the statutes provide or 
the courts have held that the only way 
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for the priority of optional future 
advances to succumb to intervening 
liens is for the intervening lienor to 
prove that the mortgagee had actual 
notice or knowledge of the intervening 
lien at the time the advance was made. 
As mentioned earlier, in this group of 
states record alone does not constitute 
actual notice and is not sufficient to 
subordinate the priority of later ad- 
vances. The following states follow 
the majority rule: 


Alabama Montana 
California Nebraska 
Colorado Nevada 
Connecticut New Jersey 
Florida New Hampshire 
Georgia New York 
Indiana North Dakota 
Iowa Oregon 
Kentucky Rhode Island 
Louisiana South Carolina 
Massachusetts Texas 

Maine Vermont 
Maryland Virginia 
Minnesota Washington 
Mississippi West Virginia 
Missouri Wisconsin 


PROBABLY FOLLOW THE MAJORITY 
OR ‘CALIFORNIA’ RULE 


Although the decisions are few, in- 
conclusive or incomplete in these 
states and many times based on poor- 
ly drafted contracts, it is our opinion 
that given a properly drawn open-end 
mortgage contract, the courts would 
uphold the priority of optional fu- 
ture advances in the absence of actual 
notice of intervening incumbrances. 
However, even though existing court 
decisions favor the superiority of the 
optional advance, many prudent lend- 
ers in this group of states will require 
a title search in the absence of a de- 
cision both clearly defined and di- 
rectly in point, although an affidavit 


“Forms which may serve as a basis for individual drafting are set out in Part IV of this article. 
“284 P (2d) 194, discussed in LecaAL BULLETIN, July, 1952, p. 53. 
“See excellent justification of the Actual Notice rule in Sec. 16.74, Vol. IV, American Law of Property, 


p. 182. 


The actual notice rule was first laid down by Chief Justice Marshall in Shirras v. Craig, 7 Cranch 61. 
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is usually relied upon where the 
advances are for relatively small 
amounts. 

In several of these states where 
there is little or no litigation on the 
subject, our first suggestion is a test 
case to determine the present law. If 
it is held that optional future ad- 
vances under a properly drafted open- 
end mortgage are superior to inter- 
vening liens, this should settle the 
matter. If it is held to the contrary, 
then we suggest legislation on the 
subject (for which see suggestion on 
page 110). The states in this group 
are: 


Arizona North Carolina 
Arkansas Oklahoma 
Delaware South Dakota 
D. of Columbia Tennessee 
Idaho Utah 

Kansas Wyoming 


New Mexico 
THE MINORITY OR ‘MICHIGAN’ RULE 


A small but important group of states 
hold to the minority view that the lien 
of an optional advance is inferior to 
subsequent incumbrances, even though 
it is made without actual notice of the 
intervening interest. For priority pur- 
poses, the optional advance is treated 
as if it were a new mortgage taken as 
of the time of the advance, the lien 
attaching as of the time of the ad- 
vance’ and not relating back to the 
date of the parent instrument as in 
the majority group of states. Here 
the matter of record notice comes 
into full play: since each new advance 
is treated as a new mortgage, the 
advancer must make certain that there 
have been no “prior” liens placed 
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against the property since the original 
mortgage date. A second mortgage, 
properly recorded after the recording 
of the first mortgage, would thereby 
be “prior” to an advance made there- 
after under the first mortgage. A title 
search before the making of each ad- 
vance is unavoidable in these states, 
although again, if the amount is nom- 
inal, an affidavit is often taken as a 
calculated risk. 

In this minority group, the courts 
when dealing with optional advances 
apparently close their eyes to the fact 
of notice to subsequent incumbrancers 
of the expressed terms of a recorded 
instrument. In Illinois, for example, 
although it has been repeatedly held 
that later incumbrancers are charge- 
able with notice of what was apparent 
of record with regard to prior trust 
deeds and mortgages,47 such protec- 
tion is denied to even the most clearly- 
expressed open-end clause. Equitably 
(and according to the majority rule), 
it would appear that a subsequent in- 
cumbrancer examining a prior mort- 
gage should be charged with notice of 
the clear and unambiguous terms of 
a clause providing for optional fu- 
ture advances, and be thereby put on 
inquiry as to the extent if any of the 
advances already made. Yet the courts 
allow the second mortgagee in the fact 
of such notice to blithely record the 
second mortgage and thereby take 
precedence over later advances made 
by the first mortgagee according to 
the expressed terms of his prior mort- 
gage, the terms of which were record- 
ed as notice to the world.*® 

This results in apparently incon- 
sistent holdings, because, except for 
the unfortunate theory that each op- 





“Schaeppi v. Glade, 95 Ill. App. 500, affirmed by 62 NE 874, 195 Ill. 62. 
“The New York Court in Ackerman v. Hunsicker, 85 N.Y. 43, pp. 49-52, criticized the minority view 
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It seems to us that the doctrine we have affirmed in this case is most consistent with equity, ‘and 
establishes a rule which is reasonable and easy of application. The opposite rule imposes the burden of 
notice and vigilance upon the wrong person. The party ar the subsequent security may protect 
himself by notice and as said by Mr. Jarman in his notes to Bytherwood’s Conveyancing, ‘No person 
ought to accept a security subject to ® mortgage authorizing future advances, without treating it as an 
actual advancement to that extent.’” (Italics ours.) 
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tional advance rates as a new mort- 
gage, the minority courts ordinarily 
decide notice questions in accordance 
with the majority. Again in Illinois, 
it was held that “the record of a sub- 
sequent deed or mortgage is not notice 
to the prior mortgagee; nor is [he] 
required to search the records from 
time to time for subsequent incum- 
brances; and [a] subsequent pur- 
chaser, mortgagee, or lienor, wishing 
to protect himself, must bring home 
to the first mortgage actual notice of 
his equities.”’4® 

It seems little to ask that a subse- 
quent incumbrancer, wishing to pre- 
vent further advances from being 
made to his own prejudice, be required 
to give the prior mortgagee actual 
notice of the later incumbrance. It is 
to be hoped that the underlying theory 
of optional future advances will be re- 
examined by these courts: 


Illinois 
Michigan 
Ohio 
Pennsylvania 


The Law, State by State 


We set out the following capsule 
resume of what we believe to be the 
law in the 49 jurisdictions. In every 
state, an open-end mortgage is good 
between the parties. A warranty deed, 
if given to secure a debt or obliga- 
tion, is ordinarily treated as a mort- 
gage in all states, and it is an open- 
end mortgage. In all cases, we advise 
that open-end mortgages be clearly 
drafted so as to indicate what is 
secured by the mortgage, including 
the maximum amount to be secured 
thereby. (See Forms, Part IV.) Even 
where the statute or court decisions 
appear to permit the advancement of 
moneys after actual notice of an in- 
tervening lien or claim, we advise 
against additional optional advances 
after actual notice, in all cases. 


ALABAMA—-MAJORITY RULE 


By decision. The ruling case is Farm- 
ers’ Union Warehouse Co. v. Barnett 
Bros., 228 Ala. 485, 187 So. 176: 
“There is no disagreement that, when 
the mortgage provides for such ad- 
ditional advances, the mortgagee, 
though not obligated to do so, may 
make them on the security of the 
mortgage in priority over the rights 
of a second mortgagee with notice, 
provided, at the time of making the 
additional advance, the first mortga- 
gee had no notice of the rights of the 
second mortgagee.” The court went 
on to state that “the record of the 
later mortgage is not notice to the 
prior mortgagee.” That notice to the 
prior mortgagee must be something 
more than record notice is supported 
in Bank of Oakman v. Thompson et 
al., 224 Ala. 89: “While the record of 
a second mortgage is not notice to a 
first mortgagee, and may not affect 
its priority by a renewal, it is notice 
to the extent that a new debt is cre- 
ated to which the first mortgage made 
no reference.” 

In the latter case, as well asin the 
Farmers’ Union case, the point is 
made that specific provision for future 
advances must be contained in the 
mortgage, although the exact amount 
need not be set out. Again in Boger V. 
Jones Cotton Co., 238 Ala. 180, 189 
So. 737, the court said, “There is no 
question now of the validity of a 
mortgage to secure future advances, 
though uncertain in amount.” 


ARIZONA—PROBABLY MAJORITY RULE 


The case on the subject is Griffith v. 
State Mutual Bank and Trust Asso- 
ciation, 51 P (2d) 246, 46 Ariz. 359, 
where the court said: “It is the un- 
questioned rule that a mortgage may 
be given to secure not only money 
loaned at the time of the mortgage, 
but also any amount which is to be 


“Boone v. Clark, 21 NE 850, 128 Ill. 466, 6 LRA 276. Also Iglehart v. Crance, 42 Ill. 261; Heaton v. 


Prather, 84 Ill. 880; Waughop v. Bartlett, 46 NE 197, 165 Ill. 124. 
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advanced in the future, and that such 
a provision is good as against all sub- 
sequent encumbrancers and purchas- 
ers having notice of the mortgage, for 
all advances made before they have 
acquired their rights, while many 
cases hold it is good for later advances 
also.” A top limit apparently need not 
be set out in the mortgage, but the 
clear intent of the parties to secure 
future advances should be set out, as 
in the noted case. 

The decision left the actual v. 
record notice question open, inasmuch 
as it was determined that the advance 
had been made in point of time before 
the second lien had attached. (See 
Section 71-426, Arizona Code, to the 
effect that the record shall be con- 
structive notice to all persons.) 


ARKANSAS—-PROBABLY MAJORITY RULE 


By decision. The validity of mort- 
gages covering optional future ad- 
vances has been upheld repeatedly. 
Jarratt v. McDaniel, 32 Ark. 598; 
Brewster v. Clamfit, 33 Ark. 72; Pat- 
terson v. Ogles, 238 SW 598, 152 Ark. 
895; American Bank and Trust Co. v. 
First National Bank, 48 SW (2d) 
248, 184 Ark. 689. Although the early 
case of Tompkins v. Little Rock & Ft. 
S. Ry., 15 F 6, upheld the minority 
rule to the effect that “each [optional] 
advance is as upon a new mortgage,” 
the later case of Superior Lumber Co. 
v. National Bank of Commerce, 176 
Ark. 300, 2 SW (2d) 1093 (1928), 
laid down the rule: “Mortgages to 
secure future advances are valid; but, 
where it is entirely optional with the 
mortgagee whether to make future 
advances or not, advances made after 
notice of a subsequent incumbrance, 
such as a lien for materials furnished, 
are inferior to the materialman’s lien. 
In other words, the general rule is 
that, if the amount for which the 
mortgage shall stand is wholly op- 
tional with the mortgagee, he cannot, 
after notice that a subsequent lien 
has attached, deplete the value of the 
equity to the disparagement of its 
lienors by advances which, if refused, 
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would not have been in force.” From 
the language in the Superior Lumber 
case, together with the holding in 
Pillow v. Sentelle, 49 Ark. 430, where 
it was held that such advances “should 
stand on the same footing as the 
original debt,” and the case of Birnie 
v. Main, 29 Ark. 251, to the effect 
that the recording of a second mort- 
gage will not give constructive notice 
to the prior mortgagee, it would lead 
us to believe the Arkansas courts 
favor the majority rule. 

The intent to secure future ad- 
vances must “clearly appear from the 
instrument and will not be presumed,” 
Patterson v. Ogles, supra, and it is 
essential that the agreement in the 
mortgage be “unequivocal,” although 
the maximum amount of such ad- 
vances need not be stated. Moore v. 
Terry, 66 Ark. 398, 50 SW 998; Jones 
v. Dowel, 176 Ark. 986, 4 SW (2d) 
949; Brewster v. Clamfit, 38 Ark. 72. 
Optional advances made after matur- 
ity are not valid charges against the 
land: Dempsey v. Portis Mercantile 
Co., 119 SW (2d) 915, 196 Ark. 751 
(1951). Also not valid security for 
debts owing by mortgagor’s transferee 
unless specifically provided: Walter v. 
Whitmore, 165 Ark. 276, 262 SW 678. 


CALIFORNIA—MAJORITY RULE 


By decision. The rule as set out in 
Oaks v. Weingartner, supra, was re- 
peated in the 1953 case of Imhoff v. 
Title Insurance and Trust Co., 247 P 
(2d) 851, where the court also spe- 
cifically held that the lien of a trust 
deed does not operate to secure op- 
tional advances which are made under 
the trust deed, after the beneficiary 
has acquired actual notice of an in- 
cumbrance subsequent in point of 
time to the trust deed, and does not 
defeat or impair the rights of the 
subsequent incumbrancer. 

No limit to amount of future ad- 
vances. This rule, repeated in the 
Oaks case, was originally set out in 
the leading case of Tapia v. Demar- 
tini, 19 P 641, 11 Am. St. 288, where 
the court said, “If the mortgage dis- 
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closes upon its face that it is to stand 
as security for future advancements, 
the amount of the advances to be made 
need not be set out. It is sufficiently 
definite to put subsequent incum- 
brancers on inquiry, and they must 
ascertain the extent of the lien or 
suffer the consequences.” (Italics 
ours.) 


COLORADO—-MAJORITY RULE 


By decision. The majority rule was 
adopted by the court in the ruling 
case of Du Bois v. First National 
Bank, 48 Col. 400, 96 P 169: “No 
question is made concerning the valid- 
ity of the mortgage to cover future 
advances . .. The position of the 
[mortgagee] is that, until [the inter- 
vening lienor] gave to it actual notice 
of the acquisition of her interest in 
the property, it might continue to 
make advances to the mortgagor even 
after maturity of the mortgage notes, 
since the mortgage did not restrict 
the time within which the advances 
were to be made, which would be pro- 
tected by the mortgage as to the en- 
tire property ... it would seem from 
the authorities that such advances 
are within the lien of the mortgage.” 
The case was cited as authority in 
Ferguson V. Mueller, 115 Col. 139, 169 
P (2d) 610 (1946). In Clay v. Aten- 
cio, 74 Col. 17, 218 P 906, the court 
said that the recording statute pro- 
vided that a conveyance “may be 
recorded” and “from and after the 
filing thereof for record . . . and not 
before .. . shall take effect as to sub- 
sequent bona fide purchasers.” Appar- 
ently, filing is constructive notice only 
as to subsequent purchasers and in- 
cumbrancers, but no further; see 
Colorado Digest, Key 154, Mortgages. 

The intent to secure future ad- 
vances must be set out: “The lien of 
a deed of trust cannot be extended to 
secure a subsequent debt or obliga- 
tion in the absence of a written agree- 
ment to that effect.” Jones v. Sturgis, 
118 Col. 579, 199 P (2d) 646 (1948). 
As to description of the debt, the 
latest pronouncement was in Smith v. 


Haertel, 126 Col. —, 244 P (2d) 877 
(1952): “In order to constitute a 
valid mortgage . . . it is necessary 
that . . . this indebtedness be recited 
in the mortgage; and the nature and 
amount of the indebtedness secured 
by the mortgage must be so expressed 
that subsequent purchasers and at- 
taching creditors need not look be- 
yond the mortgage itself to ascertain 
both the existence and amount of the 
debt.” It is recommended therefore 
that a maximum limit be specified in 
the mortgage. 

Note on the Savings and Loan 
Statute—Section 14(3) of Chapter 
25 provides that “Any association 
may invest any portion of its funds in 
loans to its members, secured by first 
lien trust deeds or mortgages upon 
improved real estate, provided that 
additional loans or advances on the 
same property shall be deemed to be 
first liens for the purposes of this 
chapter, unless intervening lien or 
liens have been recorded, and upon 
{shares, etc.].” (Italics ours.) The 
italicized portion of the statute ap- 
pears to be interpretative in character 
rather than limiting. The statute 
grants savings and loan associations 
the power to make certain loans if 
they are secured by a first lien. The 
italicized language merely sets out 
that in the absence of recorded inter- 
vening liens, additional loans or ad- 
vances shall be deemed to be such 
first liens. In our opinion this does 
not preclude an advance where, under 
the law of the state, a first lien can 
be obtained in the absence of actual 
notice even though record of an in- 
tervening lien does exist. 


CONNECTICUT—-MAJORITY RULE 


By statute and decision. Section 
5894(h), as amended in 1951, provides 
that savings and loan associations 
may make future advances which 
“shall be a part of the mortgage debt 
. .. provided such advancements shall 
not exceed the difference between the 
indebtedness at the time of the ad- 
vancement and the original mortgage 








790 


debt, and provided further the orig- 
inal mortgage deed ... shall contain 
specific provisions permitting such 
advancements, and provided the terms 
of repayment ... shall not extend 
the time of repayment beyond the 
maturity of the original mortgage 
debt.” 

The statute sets a limit to future 
advances and requires the specific 
agreement covering such optional ad- 
vances to be set out in the mortgage. 
In Rowan v. Sharp's Rifle Mfg. Co., 
29 Conn. 282, and Boswell v. Good- 
win, 31 Conn. 74, the courts upheld 
the theory of priority of optional fu- 
ture advances, and laid down the 
actual notice rule concerning inter- 
vening liens. In the first case, the 
court said, “We think the law would 
not infer notice from the record, and 
that [the first mortgagee] was not 
obliged to take notice of the record 
...” As to recording operating for- 
ward, the court said, “The rule of 
law certainly is that a purchaser is 
not bound to take notice of a deed 
which is subsequent to his own, un- 
less he seeks to obtain some new and 
further interest than his deed already 
gives him.” 

In Lampson Lumber Co. v. Chia- 
relli, 100 Conn. 301, it was held that 
the intent to provide for and the 
amount of the future advances should 
be set out in the mortgage, thereby 
giving reasonable notice of its con- 
tents to subsequent incumbrancers. In 
view of this case and the decisions in 
Balch v. Chaffee, 73 Conn. 318, and 
Matz v. Arick, 76 Conn. 888, 56 A 630, 
together with the inferences from 
Sections 5894(h) and 7194 (covering 
construction loans) of the statute, all 
such mortgages should contain a spe- 
cific agreement providing for the op- 
tional future advances and a maximum 
limit should also be set out for such 
advances. 


DELAWARE—PROBABLY MAJORITY RULE 


Although obligatory future advances 
have been upheld (see Hance Hard- 
ware Co. Vv. Denbigh Hall, Inc., 17 
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Del. Ch. 234, 152 A 180), even after 
notice thereof and recording of sub- 
sequent liens, the question of optional 
future advances apparently has not 
been litigated. In the Hance case, how- 
ever, the court. said, obiter dictum: 
“The mortgage was therefore not one 
under which the mortgagee retained 
an option to make future advances. 
When a construction mortgage is of 
that type, there are authorities which 
hold that the priority of the mort- 
gage as to future advances over liens 
entered subsequent to its recording is 
affected by the presence or absence of 
actual notice to the mortgagee of the 
existence of the subsequent liens. 
{Court quotes Pomeroy and other au- 
thorities.] The instant case does not, 
however, call for a consideration of 
the question .. . for this is not a case 
of optional advances.” The court ap- 
pears to have an open mind on the 
question, and, if anything, leans 
toward the majority rule to an appre- 
ciable degree. 


DISTRICT OF COLUMBIA—PROBABLY 
MAJORITY RULE 


No decision directly in point. In Rich- 
ards V. Waldron, 20 D.C. 585, optional 
future advances were held valid and 
superior to later liens, but since the 
advances had been made prior in 
point of time to the recording of the 
later liens, the decision isn’t definitive 
as to notice. In Anglo-American Sav- 
ings and Loan Assn. v. Campbell, 18 
App. D. C. 581, 43 LRA 622, con- 
struction advances were upheld as 
having the priority of obligatory ad- 
vances in face of both actual and 
record notice of intervening liens— 
even though it was not obligatory on 
the part of the mortgagee to see that 
the money was paid over to the proper 
material and labor contractors. It was 
held that the association was not 
charged with constructive notice of 
the liens recorded subsequent to the 
recordation of its own mortgage or 
deed of trust. See also First National 
Bank v. Morsell, 91 U. S. 857, 28 L. 
Ed. 436. 
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HOUSING 
FLORIDA—MAJORITY RULE 


By decision. The governing case is 
Bullard v. Fender et al., 192 So. 167, 
140 Fla. 443, where in effect the court 
adopted the actual notice rule: Where 
a mortgage to secure optional future 
advances states the purpose for which 
it is given, its record is thereby no- 
tice to subsequent purchasers and in- 
cumbrancers to put them on inquiry 
to ascertain what advances have actu- 
ally been made. “The record of a sub- 
sequent mortgage or conveyance is 
not a constructive notice of its exist- 
ence to such prior mortgagee. The 
prior mortgage, therefore duly record- 
ed, has a preference over subsequent 
recorded mortgages or conveyances, 
or subsequent docketed judgments, 
not only for advances previously 
made, but also for advances made 
after their recording without notice 
thereof.”5° The decision appears to 
establish the law in Florida as to 
optional future advances and is not 
in any real conflict with the 1932 hold- 
ing in Guaranty Title Co. v. Thomp- 
son, 93 Fla. 983, where the court 
enunciated the rule governing obliga- 
tory future advances. See also Bright 
v. Buckman, 39 F 243, where it was 
held that recording in Florida was 
notice only to subsequent purchasers 
and creditors. The plain implication 
in Flynn-Harris-Bullard Co. et al. v. 
Johnson, 107 So. 358, 90 Fla. 654, how- 
ever, is that priority of later advances 
will succumb to intervening liens 
where “the mortgagee had actwal no- 
tice before making other optional 
loans.” (Italics ours.) 

There is also a clear implication 
that a maximum limit to such ad- 
vances must be specified in the mort- 
gage. See McEwen et ux. v. Growers 
Loan and Guaranty Co., 104 Fla. 176, 
where the court said: “The rule... 
is that a mortgage securing future 
advances need not contain a definite 
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statement of the amount if described 
with reasonable certainty and within 
limitations so that they may be ascer- 
tained by the exercise of due dili- 
gence on proper inquiry.” (Italics 
ours.) 


GEORGIA—MAJORITY RULE 


By decision. Although one case, Hurst 
v. Flynn-Harris-Bullard, 166 Ga. 480, 
143 SW 503, goes so far as to say that 
optional future advances are entitled 
to priority even where such advances 
were made with actual knowledge of 
the intervening lien, the more pru- 
dent policy would be to withhold fur- 
ther advancements after receipt of 
actual notice of an intervening claim. 

A maximum limit to future ad- 
vances should be stated in the mort- 
gage to preclude claim of lack of 
notice or inequity on the part of an 
intervening incumbrancer. This was 
the holding in Benton-Shingler Co. v. 
Mills, 13 Ga. App. 632, 79 SE 755, 
although the earlier case of Allen v. 
Lathrop, 46 Ga. 133, had held that 
even though the future advances 
must be mentioned in the mortgage, 
the precise amount need not be set 
out, since “the means of finding it 

. . are plain.” 


IDAHO—PROBABLY MAJORITY RULE 


Section 45-108, Idaho Code, specifical- 
ly gives first lien status and priority 
over intervening liens to necessary or 
obligatory advances. Such advances 
must be made under the express terms 
of a mortgage where the mortgagee 
is “legally bound to make the ad- 
vance ... or where the advances were 
necessarily and actually applied to the 
maintenance and/or preservation” of 
the mortgaged property. The statute 
provides that to be valid as to third 
parties, the mortgage must state “the 
maximum amount of the obligations 
to be so secured.” Statute does not 
cover the field of optional advances. 


“The court here was quoting as the law excerpts from Pomeroy's Equity Jurisprudence, Sec. 1199 


(3rd ed.). The court also quoted with approval the statement from Jones on Mortgages sct 


footnote 31 herein. 


put in 
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The leading case on optional ad- 
vances is Weiser Joan and Trust Co. 
v. Comerford, 41 Idaho 172, 288 P 
515. The priority of optional future 
advances was upheld over intervening 
incumbrances: “Where the parties so 
intend, a mortgage conditioned for the 
payment of future advances, in an 
amount specified .. . is a continuing 
security for a floating balance of in- 
debtedness up to the specified amount, 
even though the total advances may 
have exceeded that amount and been 
in part repaid.” In the case of Boise 
Payette Lumber Co. v. Winward, 47 
Idaho 485, 276 P 971, the court held 
that the rule as to optional advances 
was that if they are made after the 
intervening “lien accrued, and notice 
thereof, the mortgage is postponed.” 
In the 1952 case of Goss v. Iverson, 
72 Idaho 240, it was held that a mort- 
gagee with actual knowledge of inter- 
vening lien could not continue to make 
advances without sacrificing their 
priority. Although Section 55-811 
provides that recording is construc- 
tive notice “of the contents thereof 
to subsequent purchasers and mort- 
gagees,” the point has never been 
specifically decided as to what effect 
record notice of an intervening lien 
has on the prior mortgagee. The three 
cases mentioned, however, give a clear 
implication that only actual notice 
will defeat the priority of the lien. 

The wording of the statute as to 
obligatory advances, together with 
the Weiser case and the case of Goss 
v. Iverson, where the advances were 
almost wholly lacking in identifica- 
tion, advise the policy of fully de- 
scribing the intent to secure future 
advances, and of setting a maximum 
limit to the advances in the mort- 
gage. 

ILLINOIS—MINORITY RULE 

By statute and decision. The cases 
agree that a mortgage may validly 
secure future advances, whether op- 
tional or obligatory. Frye v. Bank of 
IUinois, 11 Ill. 367; Good v. Woodruff, 
208 Ill. App. 147; Schimberg v. Waite, 


93 Ill. App. 180. As to intervening 
liens, however, the lien of the ad- 
vance will not always be paramount. 

In 1931, an act (Sec. 30-87a, Ill. 
Rev. Stat. 1951) was passed provid- 
ing that advances (including both op- 
tional and obligatory) made within 18 
months of the date of recording were 
to relate back to that date. Appar- 
ently the priority of all advances, 
irrespective of notice, is assured pro- 
vided they are made within 18 months. 
(In practice, it would be prudent, 
however, to operate under the actual 
notice rule as to optional advances 
during these 18 months.) Thus, for 
this period, Illinois may be consid- 
ered to be within the “Majority or 
‘California’ Rule.” 

Optional future advances made 
after the 18-months period are good 
as between the parties, but as to 
third parties the general rule remains 
as it was prior to 1931. In Schaeppi v. 
Glade, 195 Ill. 62, the court held the 
rule to be “well-settled that where 
the mortgagee has the option to 
make the advances or not, each ad- 
vance is as on a new mortgage, and 
will therefore be subordinated to in- 
tervening liens.” See also Tompkins v. 
Little Rock & F. S. Ry. Co., 15 F 6. 
Section 227, Reeves on Illinois Mort- 
gages, states the rule: “Where a first 
mortgage [is] given to secure [op- 
tional] future advances ... and a 
second mortgage [is] made on the 
same premises to secure an existing 
debt . . . the latter mortgage [is] en- 
titled to priority over the former to 
the extent of any advances made by 
the first mortgagee after the attach- 
ing of the second .. .” (Apparently 
regardless of notice.) Reaffirmed in 
the much-quoted case of Freutel v. 
Schmitz, 299 Ill. 328, and formally in- 
corporated into the statute in 1931, 
the rule makes a title search unavoid- 
able. 

Although in Davidson v. Iwandow- 
ski, 93 NE (2d) 189, 341 Ill. App. 
152 (1952), Good v. Woodruff, supra, 
and Collins v. Carlile, 18 Tll. 254, it 
was held that mortgages to secure 
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future advances “need not express 
that object in the mortgage itself, 
though it would be better if it did,” 
the better policy would be to state 
clearly the intention and to set a max- 
imum limit to the amount of the 
advances. See in this respect Ogden v. 
Ogden, 54 NE 750, 180 Il. 543. 


INDIANA—MAJORITY RULE 


By decision. The first clear state- 
ment of the law in Indiana was in 
Brinkmeyer v. Browneller et al., 55 
Ind. 487, where—after firmly uphold- 
ing the validity and priority of obli- 
gatory advances—the court said: 
“Where there is no obligation on the 
mortgagee, and such advances . . 
are merely optional with him, and he 
has actual notice of a subsequent en- 
cumbrance or conveyance of the mort- 
gaged premises before making ad- 
vances... his lien is not good as 
against the subsequent purchaser or 
encumbrancer.” The rule was re- 
phrased to a positive approach, and 
restated in the leading case of Schmidt 
et al. v. Zahrndt, 148 Ind. 447, 47 NE 
835: “. .. if the future advances are 
optional, the prior mortgage, which is 
duly recorded, has preference over 
subsequent recorded mortgages or con- 
veyances, not only for advances pre- 
viously made, but also for advances 
made after their recording without 
actual notice thereof; that recording 
the second incumbrance does not op- 
erate as constructive notice, but ac- 
tual notice is required.” See also 
Personal Finance Co. v. Flecknoe, 216 
Ind. 830, 24 NE (2d) 694 (chattel 
mortgage). 

Although the point as to whether 
a maximum limit to such advances 
must be stated in the mortgage has 
not been specifically passed upon, both 
the leading Indiana cases cited in- 
volved mortgages wherein an upper 
limit was stated, and it is recom- 
mended that such a limit be specified. 
Other cases pointing to this conclu- 
sion: Bowen v. Ratcliff, 140 Ind. 398, 
39 NE 860, and Aetna Life Ins. Co. 
v. Finch, 84 Ind. 301. 


1OWA—MAJORITY RULE 


By decision. The law appears well 
settled in Iowa as set out in the two 
leading cases of Corn Belt Trust and 
Savings Bank v. May, 197 Iowa 54, 
196 NW 735, and Everist v. Carter, 
202 Iowa 498, 210 NW 559. In the first 
case, the court said: “A mortgage for 
a sum certain, given in good faith as 
security for future advances, is valid, 
as against general creditors of the 
mortgagor, for advances not exceed- 
ing the sum specified in the mortgage, 
and also as against third persons ac- 
quiring an interest in the mortgaged 
premises by mortgage or otherwise, 
at least up to the time their interest 
attaches and notice thereof is given 
to the mortgagee.” In the latter case, 
the court said, “Mere constructive no- 
tice of the second mortgage, such as 
is, in a proper case, imparted by the 
record, will not defeat the priority 
of the lien of a first mortgage for 
advancements made pursuant to it, 
and after the execution and recording 
of the second mortgage. The authori- 
ties announcing this doctrine, almost 
without exception, hold that ‘actual 
notice is required, and that the bur- 
den is upon the second mortgagee to 
establish actual notice. This is the 
rule laid down in the Corn Belt Trust 
and Savings Bank case, where we 
said: ‘The prior mortgagee is not re- 
quired to search the record before each 
advancement.’ The holding in that 
case is controlling here.” 

In neither of the cases quoted did 
the mortgage state an upper limit to 
such advances (nor indeed that they 
were specifically intended to secure 
additional advances). In view of later 
cases, however, where the Iowa court 
has manifested a repugnance to any 
“dragnet” clause (i.e., where the mort- 
gage purports to secure “any and all 
future indebtedness”), and in view 
of its announced policy to construe 
such clauses “carefully and strictly,” 
it is highly recommended that the in- 
tent of the parties concerning the fu- 
ture advances be carefully spelled out, 
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and that a maximum limit to such 
advances be plainly stated in the mort- 
gage. See the latest expression of the 
court in B. E. First v. Byrne, 28 NW 
(2d) 509, 172 ALR 1072, and the 
cases cited therein; also Monticello 
State Bank v. Schata, 222 Iowa 335, 
where a dragnet clause was upheld. 


KANSAS—PROBABLY MAJORITY RULE 


By decision. The leading case of 
Union State Bank v. Chapman, 124 
Kan. 315, 259 P 681, upheld the valid- 
ity of optional future advances to the 
extent they were actually made under 
a mortgage which set out a consid- 
eration of $1.00 plus any advances. 
The decision was firmly upheld in 
State Bank v. Tinker, 181 Kan. 525, 
292 P 748, which also was concerned 
with a mortgage reciting $1.00 con- 
sideration plus further advances. The 
court said such a mortgage would be 
“upheld and judicially enforced.” A 
similar decision was reached in 1939 
in Kansas City Life Insurance Co. v. 
Banaka, 150 Kan. 334, 92 P 68. In 
none of these cases was the notice 
question an issue in the decision. It 
is believed that record notice would 
be insufficient to jeopardize the pri- 
ority of optional future advances, in 
view of the holding in Zear v. Boston 
Safe-Deposit and Trust Co., 48 P 977, 
2 Kan. App. 505, where it was held 
that the recording of a mortgage is 
notice of the contents thereof to sub- 
sequent parties. 


KENTUCKY—MAJORITY RULE 


By statute and decision. Section 
382.520 of the Revised Statutes of 
1948 provides that if the mortgage 
describes the loan and future ad- 
vances, and provided that additional 
advances shall “not exceed $2,000 in 
addition to the original amount 
loaned,” the mortgage shall secure 
the additional debt. 

Reading the language of the statute 
together with several prior court de- 
cisions, Louisville Banking Co. v. 
Leonard, 90 Ky. 106, 18 SW 621, 
Straeffer v. Rodman, 146 Ky. 1, and 
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Taulbee v. First National Bank, 279 
Ky. 153, 180 SW (2d) 48, it is clear 
that the mortgage must contain a 
specified maximum amount, and that 
such amount cannot be for more than 
the amount of the original debt plus 
$2,000. 

The early case of Nelson’s Heirs y. 
Boyce et al., 30 Ky. 401, contains what 
is and has been the law in Kentucky 
regarding the mortgagee’s notice of 
an intervening incumbrance: “We ad- 
mit that a prior mortgagee, after no- 
tice of the execution of a subsequent 
mortgage, can not place additional en- 
cumbrances upon the estate by new 
advances to the mortgagor .. . and 
thereby prejudice the subsequent 
mortgagee ... There is no evidence 
that [the mortgagor] ever had notice 
of the [subsequent] mortgage, unless 
the recording of the subsequent mort- 
gage be notice . . . There is no act of 
the general assembly . . . that gives 
a lien in behalf of a subsequent mort- 
gagee for the amount of his debt, to 
the exclusion of an advance made at 
a later perio? than the execution of 
the subsequent mortgage, by the prior 
mortgagee, merely because the sub- 
sequent mortgage has been recorded 
in due time. In other words, [noth- 
ing] requires a prior mortgagee... 
to take notice of transactions which 
the mortgagor and third persons may 
place upon the records of the county 
. .. The subsequent mortgage, unless 
there had been proof of actual notice 
{to the original lender], cannot oper- 
ate against the decree.” (Italics ours.) 
See also Kentucky Lumber & Mill 
Work Co. v. Kentucky Title Savings 
Bank & Trust Co., 184 Ky. 244, 211 
SW 765, 5 ALR 391. In the 1950 case 
of Collier v. Dillon, 318 Ky. 244, 230 
SW (2d) 617, it was reiterated, how- 
ever, that actual knowledge would sub- 
ordinate the priority of later advances. 


LOUISIANA—MAJORITY RULE 


By statute. Section 6:767, Revised 
Statutes, establishes a “statutory 


open-end” mortgage for certain pur- 
any savings and loan 
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association may advance to the bor- 
rower money for the payment of 
taxes, insurance, premiums, special 
assessments on, repairs to, and main- 
tenance of, the property on which the 
original loan was made. These ad- 
vances .. . Shall be secured by the 
same vendor’s privileges and mort- 
gage securing the original note... .” 
The implication of the law is that 
advances for these purposes need not 
be specifically provided for in the 
mortgage, although it is felt that a 
prudent policy would call for incorpo- 
ration of the plan in the mortgage. 
Apparently such advances may be 
made for any amount, since in 1942 
the law was amended to drop the pro- 
vision that such advances together 
with the unpaid balance be limited to 
the original amount of the loan. 
Again prudence would dictate that a 
maximum limit to such advances be 
set out in the mortgage. 

Section 9:4801, as amended in 1952, 
provides that where a mortgage is 
made by a savings and loan for the 
purpose of securing future advances 
and is properly recorded, “the amount 
of the advances made thereafter shall 
be secured by said mortgage in prece- 
dence to and with priority over” cer- 
tain listed subsequent liens with the 
exception of a laborer’s lien. The new 
amendment doesn’t specifically sub- 
ordinate intervening liens or incum- 
brances other than mechancs’, ma- 
terialmen’s and related liens and, 
when the additional advances are for 
a purpose other than those listed in 
Section 6:767, it would be advisable 
to make a search of the record before 
making supplemental advances. Al- 
though the “actual notice” rule would 
apply to mortgages qualifying under 
Section 6:767, “record notice” of in- 
tervening incumbrances would appar- 
ently be sufficient to subordinate the 
priority of other additional advances. 
See American Brewing Co. v. 
Artignes, 147 La. 155, 84 So. 571. In 
all mortgages providing for future 
advances, it is recommended that the 
full intent be spelled out in the mort- 


gage document and that a maximum 
limit to such advances be specified. 
Cases are few on the open-end mort- 
gage in Louisiana, although it is clear 
that they are legally recognized out- 
side the above statutory provisions: 
“Mortgages may be given to secure 
debts having no legal existence at the 
date of the mortgage ... It may be 
described as security for existing 
debts, and yet used to protect those 
which, in contemplation of the par- 
ties, were to be created at a future 
time.” Hortman-Salmen Co., Inc. v. 
White, 168 La. 1057, 123 So. 711 
(1929). 


MASSACHUSETTS—-MAJORITY RULE 


By statute and decision. Section 28A, 
Chapter 183, Massachusetts Laws, 
added in 1946, creates a “statutory 
open-end” mortgage that apparently 
need not by its own terms provide for 
future advances: “Any sum or sums 
which shall be loaned by the mortga- 
gee to the mortgagor at any time 
after the recording of any mortgage 
of real estate, to be expended for pay- 
ing for repairs or replacements to, 
or for taxes or other municipal liens, 
charges or assessments on, the mort- 
gaged premises, shall be equally se- 
cured with and have the same prior- 
ity as the original indebtedness, to 
the extent that the aggregate amount 
outstanding at any one time when 
added to the balance due on the orig- 
inal indebtedness shall not exceed the 
amount originally secured by the 
mortgage.” From the language of the 
law, it might be inferred that even 
actual notice of an intervening claim 
would not endanger the priority of a 
later advance which qualifies under 
the statute. 

Apparently the law doesn’t preclude 
an open-end mortgage providing for 
optional future advances for other 
purposes than the above, or for an 
amount in excess of that stipulated, 
but such sums would be vulnerable 
in the event the mortgagee had actual 
knowledge of an intervening lien or 
incumbrance; see Gray Vv. McClellan, 
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214 Mass. 92, 100 NE 1098, and 
Barnard Vv. Moore, 90 Mass. 273. In 
such cases the mortgage should fully 
describe the intent and should contain 
a maximum limit to the contemplated 
advances. 


MAINE—MAJORITY RULE 


By decision. Bunker v. Barron, 93 Me. 
87. “Though the mortgage . . . calls 
only for optional and not obligatory 
future advances, still the intervening 
mortgage . .. is only constructive no- 
tice .. ., and such notice is not enough 
as it must be direct and personal,” 
said the court. 

No limit to future advances—al- 
though prudence would dictate that 
a maximum limit be specified in the 
mortgage. 


MARYLAND—MAJORITY RULE 


By statute (1945). Section 2, Article 
66, provides that additional advances 
for the purpose of repair, alteration 
or improvement may be made up to 
the original amount of the mortgage 
or $500, whichever is lesser. The ac- 
tual amount or amounts of the future 
advances and the time or times when 
they are to be made must be specific- 
ally stated in the mortgage. In re 
Shapiro, 34 F. Supp. 737, affirmed 
Schumacher & Seiler v. Sandler, 118 
F (2d) 348 (1940), where the court 
held that the statute meant exactly 
what it said and that any mortgage 
not complying with the statute as to 
specificity would create no lien on 
the property whatever. Provided the 
stated requirements are met, the 
statute provides that all such future 
advances “shall be secured by such 
mortgage equally and to the same 
extent as the amount originally ad- 
vanced . . . superior to all rights 
of subsequent creditors, purchasers, 
mortgagees, and other lienors and 
encumbrances .. .” Apparently even 
actual notice will not subordinate the 
priority of later advances. See Wilson 
v. Russell, 18 Md. 532. There is doubt 
as to the full applicability of Section 
2 to Baltimore and Prince George’s 
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Counties—witness Section 3 and the 
case of Welsh v. Kuntz, 75 A (2d) 
345. 


MICHIGAN—MINORITY RULE 


By decision. What is still apparently 
the ruling case is Ladue v. Detroit & 
M. R. Co., 18 Mich. 380, 87 Am. Dec. 
759, where it was held that a mort- 
gage securing optional future ad- 
vances, duly recorded, is notice to 
subsequent incumbrancers, but only to 
the extent of the liabilities which 
have been actually incurred prior to 
the recording of the later incum- 
brance. Court also repeated the theory 
behind the decision to be that, as to 
optional advances, the mortgage is at 
any time a lien only to the extent of 
liabilities then incurred. See also 
Riess v. Old Kent Bank, 253 Mich. 
557; Ginsberg v. Capitol City Wreck- 
ing Co., 8300 Mich. 712. 

The intent to secure future ad- 
vances must be set out in the mort- 
gage, although apparently a maximum 
limit need not be stated. Citizens Sav- 
ings Bank v. Kock, 117 Mich. 225, 75 
NW 458; Piconning State Bank v. 
Henry, 258 Mich. 44, 241 NW 9138. 


MINNESOTA—MAJORITY RULE 


By decision. The latest pronounce- 
ment of the Supreme Court was given 
in 1951, Azvel Newman Heating and 
Plumbing Co. v. Sauers, 234 Minn. 
140, 47 NW (2d) 769: “Where [pur- 
suant to a mortgage to secure future 
advances] the advances are optional, 
the subsequent encumbrance will take 
priority over all advances made after 
the mortgagee receives actual notice 
of the subsequent encumbrance.” See 
also obiter dictum in Landers-Mor- 
rison-Christenson Co. v. Ambassador 
H. Co., 171 Minn. 445, 214 NW 603, 
53 ALR 578. 

Apparently there is no limit to the 
amount of future advances, although 
discretion and implications found in 
the case of Finlayson v. Crooks, 49 
NW 398, would recommend that an 
upper limit be set out in the mort- 


gage. 
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MISSISSIPPI—MAJORITY RULE 


By decision. Although the earlier case 
of Witezinski v. Everman, 51 Miss. 
841, had held that even actual notice 
of an intervening lien or incumbrance 
would not defeat the priority of a 
later optional advance where the 
mortgage so provided, the recent de- 
cision of the Mississippi Supreme 
Court in 1950, North v. J. W. Me- 
lintock, Inc., 44 So. (2d) 412, 208 
Miss. 289, modifies this position and 
formally adopts the actual notice rule 
as to optional future advances. “We 
adopt the stated rule as being equit- 
able and just.” This appears to be 
the settled law in Mississippi. 

The Witczinski case appears still to 
govern insofar as no limit to such 
future advances need be set out in 
the mortgage: “If it contains enough 
to show a contract that it is to stand 
as security to the mortgagee for such 
indebtedness as may arise from fu- 
ture dealings between the parties, it 
is sufficient . . .” This was later fol- 
lowed in Candler v. Cromwell, 101 
Miss. 161, 57 So. 554, where the court 
said, “It is not necessary for a mort- 


gage for future advances to specify 
any particular or definite sum which 
it is to secure.” 


MISSOURI—MAJORITY RULE 


By statute and court decision. Sec- 
tion 869.365(3), Revised Statutes of 
Missouri, provides that associations 
may make future advances “for any 
purpose, to the extent authorized by 
the instrument evidencing a recorded 
first lien on home property.” Although 
unlimited future advances are per- 
mitted (Rice Bros. v. Davis, 99 Mo. 
App. 636, 74 SW 431), the law has 
clear implication that a maximum 
limit to such advances must be set 
out in the mortgage. “Actual notice or 
knowledge” rule apparently prevails. 

Section 369.365(2) creates a “stat- 
utory open-end” mortgage for certain 
purposes and to the extent of $1,000. 
Law provides that an association 
holding a first dien on home property 
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may “make an additional loan or 
loans, not exceeding in the aggregate 
$1,000 and which hereby shall be and 
stand secured by such first lien for 
the improvement, equipment or fur- 
nishing of such home property .. .” 
This section apparently puts the world 
on notice that any home mortgage 
held by a savings and loan associa- 
tion, including a “closed-end” mort- 
gage by its own terms, is statutorily 
endowed with the open-end feature 
for certain purposes up to $1,000. Al- 
though apparently giving such ad- 
vances first lien status irrespective of 
notice, a construction of this section 
with other sections of the statute 
would recommend that the lender op- 
erate under the “actual notice” rule. 

Section 369.365(1) provides that 
where advances are necessary to pro- 
tect the security of any loan or the 
priority of lien thereon, such may be 
made without limit and shall “stand 
secured by such first lien irrespective 
of intervening liens ...” In this case, 
even actual notice would apparently 
not endanger priority. 


MONTANA—MAJORITY RULE 


By statute. Section 52-201, Revised 
Codes of Montana: “[Any interest in 
real property capable of being trans- 
ferred] may be mortgaged to secure 
existing debts, to secure debts cre- 
ated simultaneously with the execu- 
tion of the mortgage, and to secure 
advances then in contemplation but 
to be made in the future. The total 
amount of all future advances con- 
templated and to be subject to the 
mortgage protection must be stated 
in the mortgage, provided the mort- 
gagee may reserve the right, at the 
mortgagee’s option, to refuse to make 
all or any part thereof. The lien for 
said stated amount of said future ad- 
vances shall have priority to the same 
extent as if the amount thereof had 
been actually advanced . .. at the time 
of the execution of the mortgage. The 
mortgagee shall, upon demand of the 
mortgagor or a creditor, furnish a 
statement of all such advances and 
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amounts paid on the principal sum 
secured, provided such statement shall 
not impair or affect the lien created 
for all advances. Upon receipt of such 
statement, or at any other time fol- 
lowing the execution and delivery of 
the mortgage, the mortgagor may de- 
liver written notice, duly acknowl- 
edged, to the mortgagee plainly stat- 
ing that the mortgagor does not 
desire to request or apply for any .. . 
further advances . . ., clearly identify- 
ing the mortgage by reference to its 
{date, parties, original debt, limit to 
future advances]. Upon the recording 
of such written notice by the mort- 
gagor in the county and counties 
where the mortgage is recorded, the 
lien of the mortgage shall continue 
to have priority, but only for the ag- 
gregate amount of the indebtedness 
then existing, including any advances 
theretofore made, interest due and 
other charges as evidenced by the 
original loan-contract, and indebted- 
ness thereafter accumulating on such 
basis, exclusive of any other future 
advances originally contemplated. Any 
lien entitled to actual priority over 
the lien of mortgage by force of any 
express provision of the laws of this 
state shall continue to have priority 
to the extent prescribed by law.” 
(Italics ours.) The priority of other 
liens referred to in the last sentence 
apparently refers to Sections 45-504 
and 45-506, which prefer mechanics’ 
or materialmen’s liens even to prior 
mortgages, but only as to the building 
and not the land. See the case of In- 
terstate Lumber Co. Vv. Rider, 93 Mont. 
489, 19 P (2d) 644. 

The theory of the Montana law is 
slightly different from most: Instead 
of providing for a possible future 
agreement to make the advances, the 
mortgage provides that the advances 
shall be made, subject to the option 
of either to stop the advance. Although 
actual notice of an intervening in- 
cumbrance would apparently not jeop- 
ardize the priority of the lien of later 
advances, prudence would advise pro- 
ceeding upon the actual notice rule. 


NEBRASKA—MAJORITY RULE 


By decision. The Nebraska law was 
established by the ruling case of 
Omtha Coal, Coke and Lime Co. y. 
Suess, 74 NW 620, 54 Neb. 379: “A 
mortgage to secure future advances 
is valid between the parties and as 
to third persons; that if the mort- 
gage on its face states that it is for 
that purpose, or if it appears to be a 
mortgage for a sum certain and the 
actual debt does not exceed that sum, 
a junior lienor takes subject thereto 
for all moneys then advanced or which 
may be advanced after the junior lien 
attaches and before the senior mort- 
gagee has notice thereof. The record- 
ing of a junior lien, or the rendition 
of a judgment against the mortgagor 
does not charge the mortgagee with 
notice of such junior lien.” See also 
Section 76-238, Revised Statutes, Re- 
cording. However, it has been held 
that one examining a record is there- 
by charged with actual notice of mat- 
ters therein. Mulligan v. Snavely, 223 
NW 8, 117 Neb. 765. 

A maximum limit to optional ad- 
vances should be specified in the 
mortgage, witness the case of Wag- 
ner v. Breed, 29 Neb. 720, where the 
court, in holding an agreement for 
unlimited advances good as between 
the contracting parties, remarked that 
as to third parties the mortgage lien 
would take precedence for advances 
only to “the limit fixed by the terms 
of the instrument upon which the ad- 
vances [are] to be made.” 


NEVADA—MAJORITY RULE 


By decision. The law is found in 
Chartz v. Cardelli, 52 Nev. 1, 279 P 
761: “Mortgages are but contracts, 
and it is the law that a mortgage 
made in good faith, for the purpose 
of securing future debts, is valid...” 
Where later advances were obligatory, 
the court held that even “actual no- 
tice or knowledge” of intervening 
liens did not jeopardize the priority. 
As to optional future advances, the 
court said “. . . advances made after 
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notice of a subsequent incumbrance 
are not superior to that of such sub- 
sequent incumbrance . . . prior mort- 
gagee is not allowed knowingly to 
prejudice the rights of the subse- 
quent incumbrancer, or defeat or im- 
pair his lien, by adding voluntarily 
to his own incumbrance.” From a con- 
struction of the language above and 
the case of Sharon v. Minnock, 6 Nev. 
878, it would appear that record no- 
tice alone would not be sufficient to 
endanger the priority of a later ad- 
vance. “The record . .. only imparts 
notice of the contents thereof to sub- 
sequent purchasers and mortgagees 
.. 2’ It is advised that a full descrip- 
tion of intent and a maximum limit 
to the advances be set out in the 
mortgage; see the Sharon decision: 
“The record is not notice of anything 
not contained” in the instrument. 


NEW HAMPSHIRE—MAJORITY RULE 


By statute. Section 3A, Chapter 261, 
Revised Laws, provides that optional 
future advances to the mortgagor “for 
making repairs, additions or improve- 
ments to the mortgaged premises, 
shall be equally secured with and have 
the same priority as the original in- 
debtedness, to the extent that the ag- 
gregate amount outstanding at any 
one time when added to the balance 
due on the original indebtedness shall 
not exceed the amount originally se- 
cured by the mortgage.” The clear 
intent of the parties should be spelled 
out in the mortgage, the purpose of 
the advances should be confined to 
those mentioned, and the maximum 
limit specified to be that allowed by 
Section 3A of the statute. Although 
the statute would probably protect 
priority of advances made even with 
actual notice of intervening liens, the 
better practice would be to act as if 
the actual notice rule were in force. 

Caution should be exercised and a 
search of the records made in making 
optional advances called for by a 
mortgage for other than the purposes 
and amounts specified in Section 3A. 
Although Section 4 provides that 
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mortgages for future advances may 
be made (if provision therefor is spe- 
cifically made together with any lim- 
itations on advances; see also Mica 
Products Co. v. Heath, 81 N.H. 470, 
128 A 805), the law provides that the 
advances shall be secured by the 
mortgage only as, when, and to the 
extent the advances are actually 
made. Thus, in accordance with the 
“Minority” rule discussed earlier 
herein, intervening recorded liens 
would appear to take precedence over 
later advances made under any pro- 
visions other than those of Section 
8A. See Leeds v. Cameron, 3 Sumn. 
488. 


NEW JERSEY—-MAJORITY RULE 


By statute and court decision. Sec- 
tion 78(2) of the savings and loan act 
sets up a “statutory open-end” pro- 
vision. Where the association already 
holds a mortgage, “additional loans” 
may be made for repairs, alterations, 
or improvements to the property, or 
to pay the cost of certain life insur- 
ance. Amount of additional loans can- 
not exceed the lesser of $1,000, or the 
amount the principal has been re- 
duced if a direct reduction loan, or 
the withdrawal value of pledged in- 
stallment account if a sinking fund 
loan. Law provides that each such ad- 
ditional loan is to be evidenced by an 
obligation stating the terms, and that 
the amount will be added to the 
amount due under the mortgage, and 
that it shall be secured thereby. “All 
persons who acquire any rights in, or 
liens upon, the mortgaged real estate 
subsequent to the recording of any 
association’s mortgage shall hold such 
rights and liens subject to the... 
additional loans. For the purpose of 
such additional loans, no search or 
examination of the title . . . shall be 
required.” 

The above “statutory open-end” pro- 
vision is expressly “in addition to 
and not to the exclusion of, the power 
to make any other lawful loan or any 
other lawful additional loan, or to 
make advances for any purpose ex- 
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pressly or impliedly reserved or pro- 
vided for in any bond, mortgage or 
other obligation held by or hereafter 
acquired by any such association.” 
From this provision, it is clear that 
an association can make any open-end 
mortgage that it has corporate power 
to make. A review of decisions indi- 
cates that the mortgage, by its terms, 
need not state a maximum limit to 
such advances (First National Bank v. 
Byard, 26 N. J. Eq. 255), although it 
is recommended that such a maximum 
limit be set out to preclude charges 
of lack of notice or inequity by the 
intervening incumbrancer. Bell v. 
Fleming, 12 N. J. Eq. 18. 

The “actual notice” rule was well 
stated and firmly upheld in Ward v. 
Cooke, 17 N. J. Eq. 98: “A mortgage 
given to secure future advances, duly 
registered, is good, not only as against 
the mortgagor, but is entitled to pri- 
ority over subsequent encumbrances, 
for all advances made prior to notice 
of the subsequent encumbrance . . 
and the notice must be an actual, not 
a constructive notice.” The court 
went on to say that the priority of the 
advances was “not affected by the reg- 
istry of the [intervening] mortgage.” 
See also Central Trust Co. v. Conti- 
nental Iron, 51 N. J. Eq. 605. Again 
in Micele v. Falduti, 101 N. J. Eq. 108, 
137 A 92, the court held that “where 
the making of future advances is... 
optional, the mortgage is a prior lien 
to all subsequent encumbrances until 
there is actual notice to the mortgagee 
as distinguished from constructive 
notice.” 


NEW MEXICO—PROBABLY MAJORITY RULE 


Coon v. Bosque Bonita Land Co., 8 
N. M. 123, 42 P 77, 50 ALR 576, held 
good a mortgage providing for fu- 
ture advances. “The deed of trust was 
a public record [when the subsequent 
interest was created], and the clause 
for future advances in it was suffi- 
cient to put the [subsequent holder] 
on inquiry, and it is now estopped 
from setting up want of notice...” 
The clause providing for future ad- 
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vances was held good, even though 
no maximum limit was stated in the 
mortgage. The same result was 
reached in Smith v. Montoya, 3 N. M. 
39. The question as to how record 
notice by the first mortgagee of an 
intervening lien would affect priority 
of later advances is apparently stil! 
an open one in New Mexico. 


NEW YORK—MAJORITY RULE 


By decision. The common law rule 
prevails in New York, see in re Har- 
ris, 282 N. Y. S. 571. “Actual,” not 
record, notice of an intervening in- 
terests is required to subordinate the 
lien, the latter is superior, Catskill 
ber Co. v. Dygert, 186 Misc. 292, 240 
N. Y. S. 580. Same as above, but 
when the advance is made with actual 
notice or knowledge of intervening 
lien, the latter is superior. Catskill 
National Bank v. Saxe, 24 N. Y. S. 
(2d) 82. 

Although no limit to the amount of 
future advances need be stated in the 
mortgage (Robinson v. Williams, 22 
N. Y. 880), (1) it is safer to state a 
limit to such future advances to pre- 
clude intervening lienor’s possible 
claim of inequity or lack of notice 
(Beckman v. Frost, 18 Johns 544), 
and (2) it is more convenient on ac- 
count of state mortgage tax, which 
may be paid in advance on the total 
amount of advances if maximum is 
stated in mortgage, rather than piece- 
meal as advances are made. 


NORTH CAROLINA—PROBABLY 
MAJORITY RULE 


Although cases in point are few, in 
Moore v. Ragland, 74 N. C. 3438, the 
court held: “It is clear that a man 
may lawfully mortgage his property 
to secure future and contingent debts 
... [and that the mortgagee’s rights 
are not affected by a prior unregis- 
tered mortgage].” The same result 
was reached in Todd v. Outlaw, 79 
N. C. 216, except that a defectively 
recorded mortgage was concerned. In 
the latter case the court said: “. . . to 
the extent of the payments made by 
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the [mortgagees under the validly re- 
corded mortgage] before notice of the 
defendant’s equity, the legal title ac- 
quired by them will protect and se- 
cure them. If, after the execution of 
the mortgage to the plaintiffs and be- 
fore they had made any part of, or 
all the advancements stipulated, they 
had been fixed with notice of de- 
fendant’s equity, any advancements 
subsequently made by them would 
have been made at their peril... 
but as plaintiffs were unaffected with 
notice before they paid out their 
money, the legal title must prevail as 
a security for repayment.” 

The question as to the effect of 
record notice where both mortgages 
have been properly recorded has not 
been directly litigated, although it is 
believed the actual notice rule would 
probably be upheld. See Insurance 
Company v. Knox, 220 N. C. 7265, 
where it was held that the registra- 
tion of a mortgage is “constructive 
notice of all matters which would be 
discovered by reasonable inquiry .. . 
(1) has the mortgage debt been kept 
in date by payments?” 

The intent should be spelled out and 
a maximum limit to the advances 
should be included in the mortgage. 
See Belton v. Bank, 186 N. C. 614, 
where the court said that “an agree- 
ment to secure one or more obliga- 
tions must be confined to those in- 
tended to be secured by the parties 
to the contract, for nothing not with- 
in the contemplation of the parties 
will be included in any such agree- 
ment.” See also Weathersbee v. Far- 
rar, 97 N. C. 106, 1 SE 616, where 
even advances that appeared neces- 
sary to save the security were disal- 
lowed because not provided for in the 
loan contract. 


NORTH DAKOTA—MAJORITY RULE 


By statute. Section 7-0414, North Da- 
kota Revised Code, as amended in 
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1953, permits savings and loan asso- 
ciacions to make additional advances 
for maintenance, repairs, moderniza- 
tion and improvement up to the orig- 
inal amount of the mortgage or $2,500, 
whichever is lesser, provided the first 
mortgage reserved the right to make 
such advances, and provided the funds 
are used for the purposes above. Law 
also deems such advances to be merged 
in and secured by the first mortgage 
and provides that the association shall 
thereby have a first lien. 

Although the phraseology of the 
law would apparently preserve the 
first lien status of additional ad- 
vances made even with actual notice 
of an intervening lien, it would per- 
haps be advisable, in view of decis- 
ions rendered prior to the passage 
of the law, to assume that the “actual 
notice” rule remains in force. See 
Merchants’ Bank vy. Tufts, 14 N. D. 
238, 108 NW 760; also Union National 
Bank vy. Milburn & Stoddard Co., 7 
N. D. 201, 73 NW 527, where the 
court said, “. . . the recording of the 
subsequent lien will not constitute 
constructive notice ... Our decision 
is that the mortgage is, so far as this 
point is concerned, a superior lien as 
to the whole amount due thereon, un- 
less the plaintiff had actual notice of 
the existence of the defendant’s lien.” 


OHIO—-MINORITY RULE 


By decision. The prevailing rule is 
stated in Section 3891, Hausser on 
Ohio Practice, Vol. 3 (1952 ed.): 
“Future advances may be covered by 
mortgage valid against subsequent 
lienholders. However, the mortgagee 
must be obligated to make the future 
advances in a denifite amount.®! To 
the contrary, if the mortgagee is not 
obligated to make definite future ad- 
vances, a subsequent mortgage will 
probably have priority as to any ad- 
vances made after such subsequent 
mortgage is placed on record.” See 


“An obligatory construction mortgage, to maintain its priority over mechanics’ liens, must be drawn 
in strict conformity with G.C. 8321-1. See Connecticut General Life Insurance Co. v. Birzer Building 


Co., 101 NE (2d) 408 (Ohio 1950). 
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Kuhn v. Southern Ohio Loan, etc., 101 
Ohio St. 34, 126 NE 820; West v. 
Klotz, 87 Ohio St. 420; and Spader v. 
Lawler, 17 Ohio 371, 49 Am. Dec. 461, 
all of which held that a mortgage se- 
curing optional advances would be 
postponed to a second mortgage re- 
corded before the future advances 
were made. In the Spader case the 
court said: “[{The decision is based] 
on the statute which declares that all 
mortgages shall be recorded . . . and 
shall take effect from the time when 
the same are recorded. [The inter- 
vening] mortgage took effect in 1836, 
and its effect was to hold and bind the 
precise interest which [the mort- 
gagor] then had in the premises... 
There is no reason why the record 
should not be notice to [the prior 
mortgagee making the advances], as 
well as to every other man.” 

The latest expression of the court 
was in Second National Bank of War- 
ren v. Boyle, 155 Ohio St. 48, 99 NE 
(2d) 474 (1952): “Obviously where 
there is no obligation to make future 
advances a mortgage, purporting to 
secure such advances, cannot secure 
such advances until the advances have 
been made. Until then, so far as such 
advances are concerned, there is noth- 
ing for the mortgage to secure; and 
the provisions . . . merely represent 
an expression of the intention... 
that the mortgage shall operate as a 
security for the obligations of the 
mortgagor with respect to such ad- 
vances, if and when such obligations 
arise. At most, those provisions rep- 
resent an offer by the mortgagor to 
provide the security of the mortgage 
for such advances if and when they 
are made.” See also 27 Ohio Juris- 
prudence 174. 

Apparently the mortgage need not 
expressly state the intention to secure 
optional advances (Utter v. Hudnell, 
6 Ohio Dec. Rep. 621), although such 
must be contemplated at the time of 
the mortgage (Re Grotenkemper, 
Goebel 224). 

Note—Although savings and loan 
associations have been given power 


under Section 9657 (Fourth part), 
Ohio Statutes, to make five-year loans 
up to $1,500 to borrowing members 
for “property alteration, repair, or 
improvement,” it should be noted that 
neither the statute, nor the improve- 
ment loan in itself, has the effect of 
“open-ending” the existing mortgage, 
and such loans should not be con- 
fused with additional advances which 
are made by the mortgagee in ac- 
cordance with the expressed terms of 
an open-end mortgage. This statutory 
provision does not in any way affect 
the Ohio court decisions listed above 
as to the priority or time of attach- 
ment of the lien of an advance made 
under an open-end provision of a 
mortgage. 


OKLAHOMA—PROBABLY MAJORITY RULE 


The first finding of the law was in 
Davis v. Carlisle, 142 F 108 (Indian 
Territory, 1905), where the court 
said: “When, under a mortgage [con- 
taining an express and unambiguous 
provision] for future advances, but 
leaving it optional with the mortgagee 
whether he shall make them, they are 
made after he has been advised that 
a subsequent mortgage has _ been 
given upon the property, his lien for 
such advances will be postponed to 
that of the junior encumbrance.” The 
latest finding directly in point was 
also by federal court in Continental 
Supply Co. v. Marshall et al., 52 F. 
Supp. 717 (1945), reversed, 152 F 
(2d) 300, certiorari denied, 66 S. Ct. 
962, 327 U. S. 808: “[On the subject 
of real estate mortgages under the 
Oklahoma Law] the court held, in ac- 
cordance with the unquestionable 
weight of authority, that advances 
made by the Bank to Marshall under 
its mortgages, after actual notice of 
Continental’s intervening mortgage, 
which it was not required to make 
either under the mortgage contract 
or to protect its security, were junior 
in lien to Continental’s second mort- 
gage.” Although the implication is 
plain that actual notice is needed, the 
direct question of the effect of record 
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notice has apparently not been in 
issue. (Although the two recent cases 
of Antrim Lumber Co. v. Claremore 
Federal Savings and Loan Assn., 204 
Okla. 387, 230 P (2d) 274, Legal Bul- 
letin, May, 1958, and Local Federal 
Savings and Loan Assn. V. Davidson 
& Case Lumber Co., 255 P (2d) 248 
(1958), firmly upheld the priority of 
obligatory future advances over inter- 
vening liens, the cases contribute lit- 
tle to the determination of optional 
future advance status, since the latter 
was not directly in issue.) 

Although a mortgage covering a 
stated amount and “any further 
sums” was upheld in Paschal v. Bo- 
hannan, 59 Okla. 189, 158 P 365, later 
holdings in First National Bank of 
Ardmore v. Gillam, 134 Okla. 237, 
and Farmers National Bank of Chero- 
kee Vv. DeFever (both chattel mort- 
gage cases) were to the effect that 
the parties’ intention shall be more 
definitely spelled out. See also the 1953 
case of Gilpatrick v. Hatter, 258 P 
(2d) 1200. It is recommended that the 
intention to secure the future ad- 
vances and a maximum amount be 
clearly stated in the mortgage. 

See also the 1946 case of Garey v. 
Rufus Lillard Co., 165 P (2d) 344, 
196 Okla. 421, where, although the 
first mortgage provided for optional 
future advances, the mortgagee took 
second and third mortgages at the 
time of the advances, and he was 
estopped to assert their priority as 
future advances under the first mort- 
gage as against intervening lienors. 


OREGON—-MAJORITY RULE 


By decision. The rule is stated in the 
leading case of U. S. National Bank 
of Portland v. Embody, 25 P (2d) 149, 
144 Ore. 488: “If the mortgagee is 
not obligated to make the advances, 
the mortgage lien attaches only to 
such advances as are made before 
notice of the junior lien . . . actual 
notice is sufficient.” See also Bradtl v. 
Sharkey, 113 P 658, to the effect a 
recorded instrument is not construc- 


tive notice to a prior grantee. 

The intent to secure future ad- 
vances should be spelled out and a 
maximum limit set out in the mort- 
gage. See Rutherford v. Edward L. 
Eyre & Co., 148 P (2d) 530, 152 ALR 
1172 (involving a chattel mortgage), 
which held optional advances superior 
up to the amount specified; also the 
implications of the early case of 
Hendrix v. Gore, 8 Ore. 407. 


PENNSYLVANIA—MINORITY RULE 


It has been consistently held that 
mortgages to secure future advances, 
whether optional or obligatory, are 
valid as between the parties. “There 
is no doubt but that mortgages may 
be made to cover future advances and 
that they are valid and binding,” 
Moats v. Thompson, 283 Pa. 318, 129 
A 105; see also Land Title and Trust 
Co. v. Shoemaker, 257 Pa. 2138, and 
re Pusey, Maynes, Breish Co., 122 F 
(2d) 606, affirming 37 F. Supp. 316. 
Such mortgages are also good as 
against subsequent lienors, as to op- 
tional advances made before the sub- 
sequent lien attaches. Batten v. Jurist 
et al., 306 Pa. 64, 158 A 557,.81 ALR 
625. 

As to optional advances made after 
attachment of subsequent liens, how- 
ever, Pennsylvania apparently still 
adheres to the minority rule (although 
there is evidence that the courts 
might be considering a shift to the 
majority rule). In the Moats case, 
the court recognized the rule that 
“while they are protected by the mort- 
gage, such voluntary advances relate 
in lien to the actual date of the ad- 
vancement instead of the date of the 
mortgage, and are subject to all in- 
tervening encumbrances.” See also 
Wardman v. Iseman, 99 Pa. Super. 
551. In the prior case of Bank of 
Montgomery County’s Appeal, 36 Pa. 
170, 3 Grant 300, the same rule was 
upheld: “As to future advances, 
therefore, and as against other mort- 
gages and judgments, this mortgage 
only took rank from the date of such 
advances, and not from its own date 








804 HOUSING ACT OF 1954 


... [The prior mortgagee] is bound 
to take notice of junior and interven- 
ing recorded encumbrances, in the 
same manner as if he were about to 
accept of a new and independent lia- 
bility from the party, having no refer- 
ence whatever to any prior encum- 
brance.” 

It would appear that a maximum 
limit need not be stated: “A mort- 
gage to secure future advances, un- 
limited as to time and amount is valid 
as to advances made...” (Batten 
case, supra), although the earlier case 
of Garber v. Henry, 6 Watts 57, held 
that the record must contain informa- 
tion of the extent of the lien. 

It is to be hoped that the Pennsyl- 
vania courts will reconsider their po- 
sition in regard to the time of attach- 
ment of the lien and as to notice. 
There is evidence of a possible shift 
toward the majority rule in the Bat- 
ten case, supra, where the court said, 
obiter dictum, “A mortgagee cannot 
make voluntary future advances after 
knowledge of an intervening claim 
and then have priority as to such ad- 
vances. ‘Actual notice to the mort- 
gagee will cut off his priority as to 
all optional advances thereafter 
made.’” (Italics ours.) It should be 
noted that neither the Batten case nor 
the Moats case, supra, expressly re- 
pudiates the majority rule, since 
neither case was directly in point— 
the question of intervening liens be- 
ing discussed obiter dictum. 

A very encouraging decision was 
rendered by the Pennsylvania Su- 
preme Court in June of 19538, Housing 
Mortgage Corp. vy. Allied Construction 
Co., 97 A (2d) 802, wherein the court 
set out the actual notice rule. The 
case, however, involved a situation 
where the mortgagee making the op- 
tional advances had actual notice of 
the subordinate lien at the time of 
the advances, and we hesitate to take 
the position that the decision “over- 
ruled” the earlier cases. Although 
only partially stated by the court, the 
actual notice rule, however, was clear- 
ly implied to be the law: “The law 


is definitely established that an ad- 
vance made pursuant to a mortgage 
to secure future advances which the 
mortgagee was not obligated to make, 
is subordinate in lien to an encum- 
brance intervening between the giv- 
ing of the mortgage and the making 
of the advance, if the advance was 
made with actual notice or knowledge 
of the interevning encumbrance; the 
lien of an advance under such circum- 
stances dates only from the time it 
was made and not from the time of 
the creation of the mortgage. In other 
words, after notice of the existence 
of a junior lien, the senior mortgagee 
will not be protected in making fur- 
ther advances under his mortgage un- 
less he is under a binding obligation 
to make such advances.” (Italics 
ours.) Unfortunately, the court did 
not go on to complete the actual notice 
rule—they failed to add: “Optional 
advances under the mortgage contract 
will take precedence over intervening 
liens where the mortgagee did not 
have actual notice of them.” 

The recording laws and cases in- 
volving other mortgages would ap- 
pear to support a definite shift to the 
majority rule. The Act of June 28, 
1951, 68 Pa. Stat. 601-603, provides, 
“Liens against real property shall 
have priority over each other on the 
following basis: * * * * (2) Other 
mortgages [than purchase money 
mortgages] and defeasible deeds in 
the nature of mortgages, from the 
time they are left for record.” In 
Beckman v. Altoona Trust Co., 2 A 
(2d) 826, 332 Pa. 545, the court said, 
“The purpose of the recording statutes 

. is to notify future incumbranc- 
ers.” In Evans Vv. Jones, 1 Yeates 172, 
it was held that the record of a mort- 
gage is notice of contents to subse- 
quent mortgagees. In Taylor v. Maris, 
5 Rawle 51, it was held that the 
record of a mortgage is not construc- 
tive notice to a prior incumbrancer. 


RHODE ISLAND—MAJORITY RULE 


By statute. Section 20, Chapter 
442, as added in 1952, provides that 
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if properly titled and if a maximum 
amount of the total of loans to be 
secured is set out, a mortgage “shall 
be security from the time of its re- 
cording ... for all additional loans 
made from time to time by such mort- 
gagee to such mortgagor . . . pro- 
vided, however, that such stated max- 
imum amount shall not be an amount 
which exceeds by more than $3,000 
the total of the principal amount of 
loans which at the time or before such 
recording such mortgagee made or 
agreed to make to such mortgagor. 
And provided further that such por- 
tion of the total amount of the prin- 
cipal of all loans outstanding at any 
one time . . . as is in excess of said 
stated maximum amount shall not to 
the extent of such excess be secured 
by such mortgage while such total 
amount so outstanding is in excess of 
such stated maximum amount.” Sub- 
ject to the above, law provides that 
such advances shall have “full prior- 
ity” over all liens and incumbrances 
not recorded prior to the mortgage. 

EXCEPTION: Record notice of a 
writ of attachment or execution, or 
notice of lis pendens is, however, suffi- 
cient to subrogate dignity of later 
advances. 

The rather complicated language 
apparently means that optional ad- 
vances up to $3,000 over the amount 
of the loan plus advances which the 
mortgagee obligated itself to make 
will be given first lien status pro- 
vided that the overall total is set out 
in the mortgage. 

From the language of the law—so 
far not interpreted by a court—it 
could be inferred that even actual no- 
tice of intervening liens and incum- 
brances would not jeopardize the first 
lien status of the later advances, ex- 
cepting of course notice of attach- 
ment, execution or lis pendens, in 
which cases even record notice, by 
the terms of the law, would suffice to 
subordinate the lien of a later ad- 
vance. It will be seen that for safety, 
a title search before each advance 
would be advisable. 


SOUTH CAROLINA—-MAJORITY RULE 


By statute. Section 45-55, Code of 
South Carolina, provides: “Any mort- 
gage .. . securing existing indebted- 
ness or future advances to be made, 
regardless of whether such advances 
are to be made at the option of the 
lender, shall be valid from the day 
and hour when recorded so as, to 
affect the rights of subsequent cred- 
itors, whether lien creditors or sim- 
ple contract creditors, or purchasers 
for valuable consideration without 
notice to the same extent as if such 
advances were made as of the date 
of the execution of such mortgage 
or other instrument for the total 
amount of advances made thereunder, 
together with all other indebtedness 
and sums secured thereby, the ad- 
vances not to exceed, however, the 
maximum amount stated therein.” In 
our opinion this is one of the best 
statutes on the subject. It will be 
seen that intent to secure the ad- 
vances and a maximum limit should 
be stated in the mortgage. Such liens 
were also firmly upheld prior to the 
statute; see Seaman & Mure v. Flem- 
ing, 28 S. C. Eq. 283: “The object 
of the mortgage was in part to secure 
future voluntary advances, and such 
a purpose has been pronounced good 
as between the parties, and good as 
to creditors . . .” See also Ex parte 
American Fertilizing Co., 122 S. C. 
171, 115 SE 236; Behrman v. Brown, 
122 S. C. 89, 118 SE 273. 

Although the statute apparently 
safeguards the prior lien of the fu- 
ture advances regardless of the notice 
question, in view of decisions ante- 
dating the statute it would be better 
to proceed as if the actual notice rule 
were in effect; witness the case of 
National Bank of Chester v. Gun- 
house & Co., 17S. C. 489, where it was 
held that a mortgage to secure fu- 
ture advances is postponed to a 
mortgage of later date, as to all in- 
debtedness contracted under the se- 
curity of the first mortgage after no- 
tice had by the first mortgagee of the 
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second mortgage. See also Ex parte 
American Fertilizing Co., supra. 


SOUTH DAKOTA—PROBABLY 
MAJORITY RULE 


No cases in point. 
TENNESSEE——PROBABLY MAJORITY RULE 


The first direct and apparently rul- 
ing adjudication on the question was 
McGavock et ux. v. Deery, 41 Tenn. 
265, where the court held that a mort- 
gage “by express stipulation might as 
well be given to secure future ad- 
vances and continuing debts as those 
which already exist and are certain 
and due.” Although the mortgage re- 
cited $1.00 consideration plus ad- 
vances, it was held that the subse- 
quent lienors, having had notice of 
the prior mortgage, had the oppor- 
tunity “to ascertain the full amount 
of the charge resting upon the prop- 
erty ... [and that] if they neglected 
to do so it was their own folly and 
they are as much bound and in the 
Same way affected as if they had.” See 
also Garrett v. Adams et al., 39 SW 
730, 145 Tenn. 19 (although in this 
case a lien for mortgagee’s later at- 
torney’s fees was held subordinate to 
intervening lien). That the intent to 
secure future advances must be ex- 
pressed on the face of the mortgage 
is also attested to by Turbeville v. 
Gibson, 52 Tenn. 568, where “secret” 
agreement to make the advances was 
held void. In this case, court com- 
mented that the McGavock case had 
been “held most correctly.” Also in 
Thurman v. Jenkins, 61 Tenn. 426, 
court said, “Where future advances 
are to be secured, this should appear 
on the face of the . . . mortgage.” In 
the case of Hunt v. Curry, 153 Tenn. 
11 (not an open-end case), the court 
said, “Literal exactness in describing 
the indebtedness secured by a mort- 
gage or trust deed is not required. It 
is enough if the description is correct 
as far as it goes and full enough to 
call attention to sources of accurate 
and complete information, and the 
language employed is not calculated 


to deceive or mislead as to the nature 
or amount of the debt.” Court quoted 
the open-end case of Aetna Life In- 
surance Co. V. Finch (see supra In- 
diana) as authority. It will be seen 
that the intent must be expressed on 
the face of the instrument and that 
the better policy would be to set an 
upper maximum limit to the advances. 

Apparently the question of notice 
has not been litigated. Section 7666, 
Tennessee Code, provides that trust 
deeds take effect and shall be notice 
from the time of registration. “Reg- 
istration is constructive notice” to 
later purchasers of “rights shown in 
a properly registered instrument.” 
Parker v. Hall, 39 Tenn. 641. Section 
7667 gives priority according to the 
recording date. See also Chatten v. 
Knoxville Trust Co., (Tenn. 1926), 
289 SW 536, 50 ALR 537. 


TEXAS——-MAJORITY RULE 


The law is well settled that property 
capable of being mortgaged may be 
made the subject of a valid open-end 
mortgage and that optional future ad- 
vances provided for therein have full 
priority over subsequent liens and in- 
cumbrances whether such advances 
are made before or after attachment 
of the junior lien. (See 29 Texas 
Juris., Secs. 38, 60.) Numerous cases 
support the doctrine; see the leading 
case of Freiberg v. Magale, 70 Texas 
116, 7 SW 684, wherein the court en- 
dorsed the Witzinski case (see supra, 
Mississippi) even to the extent that 
actual notice of an intervening lien 
would not jeopardize the priority of 
an advance. In the later case of Cisco 
Banking Co. v. Keystone Pipe & Sup- 
piy Co., 277 SW 1060, the court 
quoted from 19 RCL 429, Sec. 210: 
“The record of [an open-end mort- 
gage] is notice to all subsequent in- 
cumbrancers .. . all the adjudications 
agree that in the absence of notice 
of an inferior lien, the holder of the 
security for future advances may con- 
tinue to treat the property as free 
from subsequent incumbrances and 
therefore can safely make further 
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loans to the debtor. His prior equity 
under the mortgage is superior to the 
subsequent equity of one who holds 
a later lien as to all advances made 
in ignorance of such subsequent in- 
cumbrance whether made before or 
after it attached to the property.” 
(The authority was speaking of ac- 
tual notice.) Other cases: Foxworth- 
Galbraith Co. v. Southwestern Cont. 
Corp., 165 SW (2d) 221, error re- 
fused; Poole v. Cage, 214 SW 6500, 
error refused; Groos & Co. v. Chit- 
tim, 100 SW 1006; Brunson v. Daw- 
son State Bank, 175 SW 438 (chattel 
mortgage); Willis v. Sanger, 15 CA 
655, 40 SW 229. In First National 
Bank v. Zarafonetis, 15 SW (2d) 155, 
the court said: “The rule is well set- 
tled in this state that a recorded 
mortgage expressed to cover future 
advances has priority in all cases over 
subsequent conveyances and incum- 
brances. And the mortgagee is en- 
titled to rely upon it and to make 
such advances without regard to what 
other incumbrances may afterward be 
put upon it.” (Italics ours.) The 
holding appears to be irrespective of 
notice. 

Cases have held that a limit to 
such advances need not be stated in 
the mortgage; see Willis, Groos 
cases, supra, and also the Freiberg 
case: “[A mortgage which on its 
face] gives information as to the ex- 
tent and purpose ... so that any one 
interested may by ordinary diligence 
ascertain the amount of the incum- 
brance, whether the extent of the ad- 
vances be limited or not. . . will pre- 
vail over supervening claims . . . as 
to all advances made within the terms 

..” (Italics ours.) 

A validly established homestead, 
however, is incapable of being mort- 
gaged in Texas except for certain 
purposes; see Article 16, Section 50, 
Constitution: “. . . no mortgage, trust 
deed, or other lien on the homestead 
shall ever be valid, except for pur- 
chase money therefor, or improve- 
ments made thereon, as herinbefore 
provided .. .” The words “never be 


valid” have been interpreted to mean 
“void,” Hall v. Jennings, 104 SW 489, 
and Inge v. Cain, 65 Texas 75. In 
King v. Plainview National Farm 
Loan Assn., 100 SW (2d) 434, re- 
versed on other grounds, 132 Texas 
481, 122 SW (2d) 1060, the court 
held that any attempt to create a 
lien or mortgage on a homestead to 
secure a debt, regardless of the meth- 
od or form used, except for the things 
provided by the constitution, is a 
nullity. The homestead right cannot 
be waived, Bayless v. Guthrie, 235 
SW 843. For definition of homestead, 
see Section 51, Article 16, Constitu- 
tion. 

A mortgage, therefore, would be 
valid and superior to the claim of 
homestead only for the purchase price 
(Denni v. Elliott, 60 Texas 337; 
Floyd v. Hammond, 268 SW 146), for 
taxes (Firardeau v. Perkins, 59 CA 
552, 126 SW 633, writ of error re- 
fused), or for work or materials for 
improvements (International Build- 
ing and Loan Assn. v. Barker, 16 CA 
676, 39 SW 8317). It would appear 
that an open-end form could be used 
for such purposes, but that in every 
instance where money is disbursed 
the association must purchase the 
vendor’s lien, tax lien or mechanics’ 
liens as the case may be, and advance 
no amount in excess of that actually 
used for proper purposes. Dallas 
Building and Loan Assn. v. Henry, 98 
SW (2d) 10380; Building and Loan 
Assn. of Dakota v. Logan, 33 SW 
1088. In Blair v. Guaranty Savings, 
Loan and Inv. Co., 54 CA 443, 118 SW 
608, where .a husband and wife exe- 
cuted a mortgage to secure a loan for 
the purpose of taking up or extend- 
ing vendor’s lien notes and a me- 
chanic’s lien, with the understanding 
that these were to be assigned to the 
mortgagee, and that the notes and 
lien were so assigned together with 
the superior title of the vendor, it 
was held that the mortgagee became 
subrogated to all the rights arising 
from these liens and was vested with 
superior title. 








SOS HOUSING ACT OF 1954 


UTAH——PROBABLY MAJORITY RULE 


By decision. About the only case in- 
volving optional future advances is 
Stockyards National Bank v. Bragg, 
67 Utah 60, 245 P 966, where the 
validity of optional advances was up- 
held. The case is inconclusive, how- 
ever, as the facts were based on ad- 
vances of a character more or less 
“necessary” to preserve the security 
of the mortgage. 


VERMONT—MAJORITY RULE 


By statute. Placed in the banking 
statute, but apparently applying to 
all mortgage lenders, Section 8756 of 
Vermont Statutes gives first lien 
status to mortgages written to secure 
a present debt and any future ad- 
vances, to the extent of the “full 
amount of debt directly created be- 
tween the parties, due to the mort- 
gagee at any given time .. .” Statute 
provides that “‘a subsequent mortgage 
on the same premises shall be in- 
ferior to the first mortgage unless 
the second mortgagee in writing noti- 
fies the first mortgagee of the inci- 
dence of his mortgage, in which case 
indebtedness created by the mort- 
gagor to the first mortgagee subse- 
quent to such notice shall be inferior 
to the lien of the second mortgage.” 
The statute appears to define “actual 
notice” as “notice in writing” and 
makes even more definite the holdings 
in Patch & Co. v. First National Bank, 
90 Vt. 4, 96 A 423, where the court 
said that “something more than a 
mere knowledge in the mortgagee of 
such subsequent interest” is neces- 
sary, and in McDaniels v. Colvin, 16 
Vt. 300, 42 Am. Dec. 512, where the 
court said, “The persons interested in 
limiting the further advances must 
give notice; but the first mortgagee 
is not bound to search the records 
from day to day to learn whether 
his mortgagor has made any further 
incumbrances, or whether any attach- 
ments have been made, or to ascer- 
tain that of which notice must be 
given him by the persons interested.” 


A fair construction of the statute, 
together with the decisions in La- 
moille County Savings Bank v. Belden, 
90 Vt. 535, and Keyes v. Bump, 59 Vt. 
391, 9 A 6598, would indicate that 
there is no top limit on the amount 
of such future advances. Prudence, 
however, would recommend that a top 
limit be stated in the mortgage. 


VIRGINIA—MAJORITY RULE 


By decision. The leading case is Alezx- 
andria Savings Institution v. Thomas, 
29 Gratt 483, where the court said: 
“Where it is optionary with the mort- 
gagee whether he will make the future 
advances . . ., he will be affected by 
any subsequent lien or encumbrance 
which is brought to his knowledge be- 
fore the advance is made .. . But if 
without notice of the second encum- 
brance, he acts under his mortgage, 
he will be protected and take prece- 
dence accordingly.” The court didn’t 
specifically decide the import of re- 
cord notice: “Whether the recording 
of the second mortgage or encum- 
brance is of itself notice to the first 
mortgagee, or whether he can be 
affected only by express notice . 
there is much diversity of opinion.” 
It has been held, however, that the 
recording statutes are for the pur- 
pose of giving “constructive” notice 
to subsequent parties, and Michie, in 
Section 42, Mortgages, Virginia and 
West Virginia is as follows: “The 
that the law both in Virginia and 
West Virginia is as follows “The 
holder of a duly recorded deed of 
trust to secure future advances is 
affected only by actual notice of a 
lien subsequently acquired on the 
property, and for all advances made 
by him under his deed of trust and 
within its terms before receiving 
actual notice of a subsequent lien, his 
deed of trust is a valid and prior 
security.” 

There is little question that Michie’s 
statement of the law in Virginia is 
correct, although it must be said that 
no case can be found in Virginia in 
which the question of notice by re- 
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cordation to a mortgagee in a mort- 
gage to secure optional future ad- 
vances has been directly raised. See 
also on this subject note in 6 Virginia 
Law Review 280. 

The Alexandria case also held it to 
be well settled that a mortgage “to 
protect future loans is perfectly valid, 
although it does not state the amount 
intended to be secured.” It is rec- 
ommended, however, that the intent 
to secure optional future advances be 
fully set out, as well as a maximum 
limit to the advances, in view of the 
court’s later language: “As a general 
rule, it would be better for the [mort- 
gage] in all cases, accurately to de- 
fine the nature, and extent of the 
obligations for which it is given.” 


WASHINGTON—MAJORITY RULE 


By decision. The leading case is 
Elmendorf-Anthony Co. v. Dunn, 10 
Wash. (2d) 29, 116 P (2d) 2538, 188 
ALR 558. Although the court applied 
“optional” advance rules to future ad- 
vances made by the mortgagee to 
preserve the security, the decision, 
together with that in Cedar v. Roche 
Fruit Co., 16 Wash. (2d) 668, 184 P 
(2d) 487, serves to state the rule as 
to optional future advances in Wash- 
ington: “The following conclusion... 
may be regarded as furnishing the 
prevailing rule: When [such a] mort- 
gage reasonably states the purpose 
for which it is given, its record is 
a constructive notice to subsequent 
purchasers and encumbrancers; they 
are thereby put upon an inquiry to 
ascertain what advances or liabilities 
have been made or incurred. The rec- 
ord of a subsequent mortgage or con- 
veyance, or the docketing of a subse- 
quent judgment, is not a constructive 
notice of its existence to such prior 
mortgagee. The prior mortgage, there- 
fore, duly recorded, has a preference 
over subsequent recorded mortgages 
or conveyances, or subsequent docket- 
ed judgments, not only for advances 
previously made, but also for advances 
made after their recording or docket- 
ing, without notice thereof.” (Italics 


ours.) See also The Seattle case 
(Wash. 1909) 170 F 284, where the 
court said, “By the decided weight of 
authority . . . and we so hold, such 
future advances, although optional, 
are within the lien of the mortgage, 
and prior to that of a second incum- 
brance, if they were made without 
actual notice of the second incum- 
brance, and the recording of a second 
mortgage does not import notice to the 
first mortgagee.” (Italics ours.) 

In an obiter dictum, the court used 
even stronger language in the Elmen- 
dorf-Anthony case: “We would be in- 
clined to view the rights of the first 
mortgagee relative to advances made 
pursuant to an optional clause in a 
construction contract, even after no- 
tice of a junior encumbrance, as su- 
perior to such junior encumbrance.” 
(Italics ours.) The court, however, 
held that actual notice on the part of 
the prior mortgagee did impair the 
priority of later “optional” advances, 
quoting “almost universal weight of 
authority” as holding that actual no- 
tice defeated the priority. 

The leading case serves to point out 
that the mortgagee should specifically 
provide for future advances (see also 
Inland Trading Co. v. Edgecombe, 57 
Wash. 257, 106 P 768), and although 
there is authority to the effect that a 
limit need not be stated in the mort- 
gage (Carey v. Herrick, 146 Wash. 
288, 268 P 190), it is recommended 
that a maximum limit to the advances 
be set out in the mortgage. See Tes- 
dahl v. Collins, 97 P (2d) 649, 2 Wash. 
(2d) 76: “The debt must be capable 
of identification, and the amount 
thereof must be ascertainable.” 


WEST VIRGINIA—MAJORITY RULE 


By decision. In the governing case of 
Hall v. Williamson Grocery Co., 69 
W. Va. 671, 72 SE 780, the actual 
notice rule was clearly enunciated as 
the law in West Virginia. 

No limit need be set on advances— 
it is sufficient that the mortgage dis- 
close that it is to stand as security for 
such indebtedness as may arise. 
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WISCONSIN—MAJORITY RULE 


By decision. The rule was set out in 
Wisconsin Planing Mill Co. v. Schuda, 
72 Wis. 277, where the court said, “A 
mortgage . . . to secure future ad- 
vances . . . becomes a lien upon the 
mortgaged premises from the time of 
the execution and recording of such 
mortgage, and, if it is recorded before 
the commencement of the building, it 
will take precedence of liens for [labor 
and materials used].” The court 
didn’t distinguish between obligatory 
or optional advances, and expressly 
rejected the doctrine that the lien of 
the advances accrued only as of the 
time the advances were made, and 
then only for the actual sum advanced. 
In Provident Loan and Building Assn. 
v. Carter, 107 Wis. 383, 883 NW 655, 
it was held that since the recording 
act was applicable only to subsequent 
purchasers and incumbrancers, the 
record of a second mortgage was not 
notice to a prior mortgagee who, 
after the recording of the second 
mortgage, but without actual notice 
thereof, made a second loan to the 
mortgagor upon the security. In Dus- 
ter v. McCamus, 14 Wis. 307, it was 
held that the record of a subsequent 
mortgage is not notice to a prior mort- 
gagee of the equities of the subse- 
quent mortgage; but to bind him “he 
must have actual notice, or sufficient 
information to put him on inquiry.” 
Section 215.22(7), Wisconsin Stat- 
utes, provides that mortgages securing 
mortgage loans made by building and 
loan associations “shall have priority 
over all liens, except tax and assess- 
ment liens, upon the mortgaged prem- 
ises and the buildings and improve- 
ments thereon, which shall be filed 
subsequent to the recording of such 
mortgage.” Since Section 215.22(1) 
indirectly authorizes advances and 
additional loans on the same security, 
the statute buttresses the holding in 
the above cases as to savings and loan 
optional advance loans. 


It is recommended that the mort- 
gage clearly recite the intent to se- 
cure advances on its face (see Estate 
of Dunlap, 184 Wis. 345) and also that 
a maximum limit to such advances be 
set out. 


WYOMING—PROBABLY MAJORITY RULE 


There are no cases directly in point. 
In Walter v. Kressman, 169 P 3, 25 
Wyo. 292, where conflicting mortgages 
were in issue, the court allowed the 
amounts actually advanced, stating: 
“Believing that the law sustains this 
position under all the circumstances 
of this complicated case, this court has 
determined . . . the question of rank 
of mortgages, not upon the question 
of the earlier advances, or the prior 
date of execution, recording [etc.], 
but upon broad grounds of equity.” 

Section 66-206, Wyoming Laws, 
provides: “Every such mortgage, 
when otherwise duly executed, shall 
be deemed and held a good and suffi- 
cient mortgage in fee to secure the 
payment of the moneys therein speci- 
fied .. .£” Section 66-116 provides 
“Each and every ... mortgage... 
shall be notice to and take precedence 
of any subsequent purchaser .. . from 
the time of [its] delivery . . . for rec- 
ord.” In First National Bank v. Citi- 
zens State Bank, 11 Wyo. 32 (involv- 
ing the priority of an extended mort- 
gage over an intervening lien), the 
court said: “The thing secured is the 
debt, and so long as the debt can be 
traced, whatever form it may assume, 
the security remains good as security 
for the debt.” 


Other Problems 


Sometimes the matter of estoppel 
enters into the question of the prior- 
ity of the opitional future advance. 
For example, in a recent Oklahoma 
case5? it was held that where a mort- 
gage recited that it secured optional 
future advances, but, after other liens 





“Garey v. Rufus Lillard Co., 165 P (2d) 344, 196 Okla. 421 (1946). 
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had attached to the mortgaged prop- 
erty, the mortgagee lent additional 
sums to the mortgagor and took sec- 
ond and third mortgages on the prop- 
erty, the mortgagee could not exclude 
the intervening liens on the theory 
that the subsequent loans constituted 
future advances under the first mort- 
gage, but that they would be deemed 
to have been additional loans made 
upon the security of the second and 
third mortgages, which would be treat- 
ed as junior incumbrances. A similar 
holding was made in Ohio.5° It thus 
seems that an attempt to bolster an 
open-end provision with extra ar- 
rangements might have exactly the 
opposite effect. The lender making an 
open-end mortgage must intrepidly de- 
pend upon it exclusive of other mort- 
gage arrangements. 

An Arkansas case has held that if 
an open-end mortgage provides for 
future advances to the mortgagor, the 
mortgage will not cover advances 
made to a grantee of the mortgagor.54 
This pitfall can be obviated by use of 
proper terminology in the mortgage 
document. 

The Veterans Administration has 
recognized the value and advantages 
to be gained from the open-end mort- 
gage and has made provision for such 
advances. In each case the lender must 
secure a “prior approval” from the VA 
for the amount of each supplemental 
advance, and a new application and 
appraisal will ordinarily be required. 
The procedure and available guaranty 
entitlement for such open-end ad- 
vances are set out in Regulation 
36.4355, along with provisions for 
separate additional leans for property 
improvements.55 The FHA regulations 
apparently do not contemplate open- 
end advances, although it is to be 
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hoped that eventually these mortgages 
too can receive the open-end benefits. 


Legislation 


Although it would probably be bet- 
ter to depend on the common law, we 
know of no objection to clarifying the 
situation by statute if it is desired. 
The greatest care should be given to 
the drafting of such a statute, however 
(witness the various and sometimes 
strange results of some of the state 
statutes set out above), and in some 
cases several statutes may be needed 
for complete clarity. In some states 
where the legislature has full sover- 
eign power unrestricted by constitu- 
tional provision, one law will probably 
suffice. In others, perhaps it will be 
necessary to amend the recording 
laws, mortgage laws, and the statutes 
relating to the various financial insti- 
tutions. Homestead laws may have to 
be examined. 

If clarifying legislation is desired, 
we recommend the following text, 
which is based generally on the pres- 
ent South Carolina and Montana stat- 
utes. Although the language covers 
all types of mortgagees, perhaps it 
will be desired to amend only the sav- 
ings and loan law, or other particular 
laws: 


Any interest in real property capable 
of being transferred may be mortgaged 
to secure existing debts or obligations, to 
secure debts or obligations created simul- 
taneously with the execution of the mort- 
gage, to secure future advances neces- 
sary to protect the security, and to secure 
future advances to be made at the option 
of the parties up to a total amount stated 
in the mortgage, and all such debts, obli- 
gations, and future advances shall, from 
the time the mortgage is filed for record 


“Where a later chattel mortgage was taken in support of an advance made by a mortgagee who held 
an open-end mortgage, it was held that to be covered by the open-end mortgage, the mortgagee “must 
rely on the mortgage” in making the later loan. Second National Bank of Warren v. Boyle et al., 
99 NE (2d) 474 (Ohio 1951). See cantra, Northampton National Bank v. Holland, 126 Pa. Super, 
697, 190 A 483. 

“Walker v. Whitmore, 165 Ark. 276, 262 SW 678. See contra, In re Great Lakes, 8 F (2d) 96 (Pa.). 

"See also VA Solicitor’s Opinion No 
36.4503, as amended July 7, 1953. 


156-49, April 26, 1949, and TB 4A-55; also Regs. 36.4511 and 
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as provided by law, be secured by such 
mortgage equally with, and have the 
same priority over the rights of all per- 
sons who subsequent to the recording of 
such mortgage acquire any rights in or 
liens upon the mortgaged real estate, as 
the debts and obligations secured thereby 
at the time of the filing of the mortgage 
for record; except that (1) the mortgagor 
or his successor in title is hereby author- 
ized to file for record, and the same shall 
be recorded, a notice limiting the amount 
of optional future advances secured by 


such mortgage to not less than the amount 
actually advanced at the time of such 
filing, provided a copy of such filing is 
also filed with the mortgagee, and (2) 
if any optional future advance shall be 
made by the mortgagee to the mortgagor 
or his successor in title after written 
notice of any mortgage, lien or claim 
against such real property which is jun- 
ior to such mortgage, then the amount 
of such advance shall be junior to such 
mortgage, lien or claim of which such 
written notice was given. 


OTHER FLEXIBLE FEATURES 


N COMPETITIVE MARKETS where the 

borrower has a wide choice of 
where to get his loan, the lender with 
the most favorable plan to offer is the 
one who will attract the most desirable 
business with the least cost and effort. 
Many managers of progressive sav- 
ings and loan associations are now 
seeking every possible new feature by 
which to make their loan plans more 
attractive to the public and at the 
same time preserve the security and 
profitability of their investments.5¢ 
We set out several of these features, 
all or some of which may be incor- 
porated into the ordinary mortgage 
contract in addition to the open-end 
and the package provisions. 


Amortization of Principal 


Developed by our business over fifty 
years ago, this type of mortgage re- 


payment has now come into general 
use by most mortgage lending institu- 
tions. As a part of its terms, the 
amortized mortgage provides for reg- 
ular payments of both principal and 
interest on the debt, usually on a 
monthly basis, so that over the period 
of the loan the borrower will have 
repaid all of the money borrowed, have 
no lump sum payment at the termina- 
tion and own his home free and clear. 
Most borrowers expect amortization; 
they like to budget monthly payments 
as they would rent. One of the main 
advantages to the borrower is that in- 
terest is figured only on the amount 
of the unpaid balance of principal 
from time to time. Since the amount 
of the periodic payment going for in- 
terest decreases every period, the re- 
mainder which goes to reduce the 
principal increases correspondingly.5” 





“Many advantages are found in the U.S. Loan Plan (Uniform Savings Loan Plan) which was designed 
by the United States League and distributed to members in Special Management Bulletin 46, April 4, 
1950. In addition to amortization of principal, the plan offers the following major features: 


1. Provision for additional advances which eliminates the trouble and expense of refinancing the 
entire mortgage when needs arise. 

2. Borrower has the right to repay all or part of the principal at any time without penalty. Prepay- 
— penalized only if the loan is being refinanced, or more than 20% is being prepaid in any one 
month. 


8. The borrower is given the right to lapse payments at any time, as long as his loan is paid ahead 
of contract schedule. 


4. Interest rate drops automatically, according to contract, as the loan is paid off and the risk to 
the lender decreases. 
5. To help borrower over a period of financial difficulty, payments may be deferred up to three months 
or more, provided: 

(a) At least three years of regular monthly payments have been completed. 

(b) The privilege is requested by advance notice from the borrower. 
6. The “package” provision to enable borrowers to finance major household purchases with their 
original home mortgage advance. 


"For discussion, see Savings and Loan Principles, American Savings and Loan Institute (1951), pp. 84-88. 


SV | es 
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Flexible Prepayment Privileges 


In the absence of an agreement to 
the contrary, the mortgage lender has 
a right to have his money outstand- 
ing and earning the stipulated rate of 
interest, and the mortgagor cannot 
compel him to accept payment before 
maturity, even by offering to pay the 
principal and all interest to the date 
of maturity.5* A clause may be insert- 
ed in the note, however, specifically 
giving the borrower the privilege of 
prepaying the mortgage debt under 
certain conditions. Some mortgage 
lenders require that prepayments be 
made in the exact amount, or in mul- 
tiples of the regular monthly payment. 
Many other plans permit prepayments 
only on arbitrarily fixed dates and in 
specified amounts. There is frequently 
a percentage penalty or premium, 
either a fixed amount or one based on 
the amount of the prepayment. Sav- 
ings and loan associations generally 
find it desirable to waive any prepay- 
ment penalty if the loan is paid off in 
part or completely with the borrower’s 
own funds, charging a penalty only if 
the loan is being refinanced by another 
lender. The only limitation made by 
many associations is a 90-day interest 
payment in the event of refinancing 
elsewhere. 


Right to Skip Payment 
if Paid Ahead 


In addition to liberal prepayment 
privileges, many associations provide 
the borrower with the right to skip 
monthly payments any time his pay- 
ment total is running ahead of con- 
tract schedule. The advantage of such 
a provision is that it encourages the 
borrower to get ahead on payments in 
order to tide him over unforeseen 
periods of difficulty, and may conse- 
quently prevent a default. As long as 


there is any prepaid balance from 
time to time, the loan will not be 
considered in default. 

This has proved to be one of the 
best provisions of a flexible mortgage 
contract. It encourages borrowers to 
prepay substantially so that the lender 
has better security. It results in the 
lender having many borrowers sub- 
stantially prepaid so that if a depres- 
sion comes, he will have fewer de- 
faults with which to struggle. It costs 
the lender nothing, and most lenders 
would extend such grace even if such 
provision were not included in the 
contract. If explained to the borrow- 
ers when applications are made and 
when loans are closed, experience has 
proved that many families greatly 
appreciate this provision, and they do 
pay several months in advance. It re- 
lieves the borrower and his family 
from anxiety and gives them a sub- 
stantial feeling of security when they 
are prepaid, a factor that lenders seem 
often not to appreciate. 


Contractual Reductions in 
Interest Rate 


The mortgage contract may ex- 
pressly provide that the interest rate 
will decline at stated intervals by 
steps of % percent per annum. For 
example, the following typical sched- 
ule is used by many associations: 


Interest @ 512% for the first 60 mos. 
Interest @5 % for the next 60 mos. 
Interest @ 4%% for the next 60 mos. 
Interest @ 4 % for the last 60 mos. 


If this loan schedule were followed 
to the full 20-year maturity, the aver- 
age rate would be 5%. If the loan 
were paid off at the end of the eighth 
year, the average rate for the period 
the loan was outstanding would be 
5.41%. Under the drop-rate scheme, 


“The [creditors] have a right to receive their debt only as provided by the contract. That right is as 
sacred as to receive it at all. The obligation of the debtor is to pay the principal when it becomes due, 
* The mortgage 
a precise provision in this 
mortgage under which the mortgagor can pay the mortgage debt ‘Goes it is due. . 
mortgagor] desires to pay it off prior to the time so fixed, it can do so 
expressed in the mortgage.” Missouri, K & T Ry. 


and he has no right to compel the creditor to accept payment = it oe due... 
in question had a prepayment privilege and the court said, 


{and if the 
. only upon the terms 


Co. v. Union Trust Co., 156 N.Y. 592, 61 NE 309. 
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of course, the borrower is charged a 
higher rate of interest during the 
time when there is maximum risk on 
the loan than he will have to pay when 
the outstanding principal—and the 
risk—has diminished. The chief ad- 
vantage to the lender is the protection 
given against raiding of seasoned 
loans from its portfolio. 


‘Automatic Grace Period 


Many lenders provide that in the 
event of the borrower’s unemployment, 
illness or other emergency affecting 
his ability to pay, the maker shall have 
the right from time to time to lapse 
one or more monthly payments, and 
that such lapse shall not be considered 
a default. Usually the privilege comes 
into effect after three years of regular 
payments and upon the mortgagor’s 
written notice of intention to lapse the 
payment or payments. Lapsed pay- 
ments are generally limited to a max- 
imum of six, and the full amount of 
the obligation is still payable within 
the life of the loan. The grace period 
arrangement represents the actual 
practice for most savings associations, 
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and it is felt that the provision might 
be written into the contract to ad- 
vantage. The inclusion of such a stip- 
ulation should go a long way toward 
relieving anxiety of many borrowers 
about contracting the relatively large 
debts necessary to finance a home. 


IN ADDITION to those listed, 
other desirable features that may be 
added to the mortgage contract in- 
clude monthly budgeting of taxes and 
insurance premiums, loan terms run- 
ning up to 12, 16 and 20 years to 
suit the individual case, and assist- 
ance to the borrower who is obliged 
to seek employment outside the com- 
munity and finds it necessary to move. 
Although not a part of the mortgage 
terms, friendly and prompt service on 
the part of the association should not 
be overlooked; the association should 
keep title costs and service charges at 
a minimum, avoid delays in loan com- 
mitment, loan closing and disburse- 
ment. In addition, managers should 
invite the confidence of their borrow- 
ers when financial problems arise at 
any time.5® 


ILLUSTRATIVE FORMS 


HE FOLLOWING FORMS of note, 
mortgage, supplemental agreement 
and additional advance agreement 
should be adjusted by qualified attor- 
neys before use in any particular 
state. The language under the descrip- 
tion of the real estate makes provision 
for the “package” feature, and the “to 
secure” clause (which is the open-end 
mortgage provision) describes the 
debt to be secured and provides that 
the mortgage is also to secure addi- 
tional advances, with a provision for 
a maximum amount to be secured. In 
our opinion, this mortgage, when 
properly executed, delivered and re- 
corded for value, is good between the 
parties in any state, and additional 


™See U. S. League’s Special Management Bulletin 46, April 4, 1950. 


advances are secured with the same 
priority as the original indebtedness 
even against third parties in the great 
majority of states as discussed earlier 
in this article. The supplemental 
agreement, which does not need to be 
recorded, will save many dollars in 
recording costs. The note is in nego- 
tiable form to make it more saleable. 

The forms set out contain some ex- 
traordinary provisions which are in- 
tended to make the mortgage more 
attractive to the borrower and which 
do not cost the lender anything. We 
believe these provisions, together with 
the open-end and package features, 
add greatly to the popularity of a 
mortgage loan contract. 
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NOTE 


For Value Received, I hereby promise to pay to 


a corporation organized and existing under the laws of ————_>_»___ 
or its successors and assigns, at its office or such other place as may be desig- 
nated by the holder of this note, the principal sum of 


Dollars ($_— 


together with interest 


at the rate of___percent (___%) per annum for the first__months from date 


and at the rate of__percent (__.%) per annum for the next__months from 


date and at the rate of___percent (__%) per annum for the next__months 
from date and at the rate of__per cent (__%) per annum until paid in 
full. Said principal and interest shall be payable in monthly installments of 


—___Dollars ($__ _) per month beginning 


ok... ae = ™ 


2. Said payments shall be applied first to interest on the unpaid balance at 
the rate herein specified and then to principal. Any amount may be prepaid 
without premium or fee upon this obligation at any time, and interest shall 
be calculated at all times on the unpaid balance on the daily rate basis at 
1/360 of the annual rate per day; provided that in the event that any monthly 
prepayment shall exceed 20% of the original principal amount of the loan, 
the Association shall have the right to charge a sum equal to one hundred 
eighty (180) days’ advance interest on the amount so prepaid. 


3. In the event of any prepayment, this note shall not be treated as in 
default at any time so long as the unpaid balance of principal, additional 
advances under this note or the instrument securing the same, and interest 
(and in such case accruing interest from month to month shall be treated as 
unpaid principal) is less than the amount that said indebtedness would have 
been had the monthly payments been made as first specified above; provided 
that monthly payments shall be continued in the event of any credit of any 
proceeds of insurance or condemnation. 


4. In the event of the maker’s unemployment, illness or an accident 
to him or other emergency affecting his ability to pay at any time after 
three years from date upon written notice from the maker to the holder 
hereof of intention to do so, the maker shall have the right from time to 
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time to lapse one or more payments but not exceeding a total of four regular 
monthly payments first hereinabove provided for, and such lapse of pay- 
ments shall not be treated as a default upon this obligation, but nevertheless 
the full amount of principal and interest shall be payable within the period 
required to pay this obligation, principal and interest, by regular monthly 
installments as first hereinabove provided. 


5. I further agree that upon any default upon this obligation, or the 
instrument securing it, interest at the rate of one per cent (1%) per annum 
above the original rate provided herein on the unpaid balance of this indebt- 
edness may be charged for the period of such default not in excess of a lawful 
rate. Upon any default under this obligation, or the instrument securing it, 
at the option of the holder of this note, the unpaid balance of this note, and 
any advances made under it, or the instrument securing it, together with 
interest, shall become due and payable, time being of the essence of this 
contract. Any waiver of any payment hereunder or under the instrument 
securing this note at any time, shall not, at any other time, be taken to be a 
waiver of the terms of this note or the instrument securing it. 


6. To further secure the payment of this note, I hereby authorize, 
irrevocably, any attorney of any court of record to appear for me, in any 
court, in term time or vacation, at any time after default and confess a 
judgment jointly and severally, without process, in favor of the holder, its 
successors or assigns, for the unpaid balance of principal and interest exclusive 
of other advances, together with costs and reasonable attorney's fees, and 
waive and release all errors which may intervene in any such proceeding 
and consent to immediate execution on such judgment; hereby ratifying and 
confirming all that my said attorney may do by virtue hereof. 


7. The makers, sureties, guarantors and endorsers of this note, jointly 
and severally, hereby waive notice of and consent to any and all extensions 
of this note or any part thereof without notice, and each hereby waives 
demand, presentment for payment, notice of non-payment and protest, and 
any and all notice of whatever kind or nature and the exhaustion of legal 
remedies hereon, and waive valuation, exemption and homestead rights. 

8. In this note and the instrument securing it, the singular shall include 
the plural, and the masculine shall include the feminine and the neuter. This 
note shall be the joint and several obligation of all makers, sureties, guar- 
antors and endorsers, and shall be binding upon them, their heirs, personal 
representatives and assigns. 


IN WITNESS WHEREOF, this note is executed, sealed and delivered 
eT. 19. 

(SEAL) 

(SEAL) 

(SEAL) 


(SEAL) 








Packe 
Featu 
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Loan No._ 


MORTGAGE 





n THE UNDERSIGNED, —— 








of cee eee ___, County of » State of 


’ ——______________, hereinafter referred to as the Mortgagor, does 
hereby mortgage and warrant to 


a corporation organized and existing under the laws of sa a 
hereinafter referred to as the Mortgagee, the following real estate in the 





County of__ ___in the State of_ 


to wit: 
Package Together with all buildings, improvements, fixtures or appurtenances 
Feature now or hereafter erected thereon, including all apparatus, equipment, fixtures 


or articles, whether in single units or centrally controlled, used to supply 
heat, gas, air conditioning, water, light, power, refrigeration, ventilation or 
other services, and any other thing now or hereafter therein or thereon, the 
furnishing of which by lessors to lessees is customary or appropriate, in- 
cluding screens, window shades, storm doors and windows, floor coverings, 
screen doors, in-a-door beds, awnings, stoves and water heaters (all of which 
are declared to be a part of said real estate whether psysically attached 
thereto or not); and also together with all easements and the rents, issues 
and profits of said premises which are hereby pledged, assigned, transfered 
and set over unto the Mortgagee, whether now due or hereafter to become 
due as provided in the Supplemental Agreement secured hereby. The 
Mortgagee is hereby subrogated to the rights of all mortgagees, lienholders 
and owners paid off by the proceeds of the loan hereby secured. 


TO HAVE AND TO HOLD the said property, with said buildings, 
improvements, fixtures, appurtenances, apparatus and equipment, unto said 
Mortgagee forever, for the uses herein set forth, free from all rights and 
benefits under the homestead, exemption and valuation laws of any state, 
which said rights and benefits said Mortgagor does hereby release and waive. 
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TO SECURE 


(1) the payment of a note executed by the Mortgagor to the Mort. 





gagee bearing even date herewith in the principal sum of 


ee et ae ee NS rete at peter eens Di 
which note, together with interest thereon as therein provided, is payable 





in monthly installments of Dollars 


($s ), commencing the day of sd 







19 , which payments are to be applied, first, to interest, and the balance 
to principal, until said indebtedness is paid in full. 









Open-end (2) any advances made by the Mortgagee to the Mortgagor, or his 
Feature successor in title, for any purpose, at any time before the release and can. 
cellation of this mortgage, but at no time shall this mortgage secure advances 
on account of said original note and such additional advances in a sum in 


excess of : A 5 Dollars 


($__ = =*@d, provided that nothing herein contained shall 

be considered as limiting the amounts that shall be secured hereby when 

advanced to protect the security or in accordance with covenants contained 
. in the mortgage. 
















(3) all of the covenants and obligations of the Mortgagor to the 
Mortgagee, as contained in a supplemental agreement dated, executed and 
delivered concurrently herewith and reference is hereby made to said note 
and supplemental agreement for the full terms and conditions thereof, and 


the same are hereby incorporated herein as fully as if written out verbatim 
herein. 


In this instrument the singular shall include the plural, and the mas- 
culine shall include the feminine and neuter. All rights and obligations 
under this mortgage shall extend to and be binding upon the respective 
heirs, executors, administrators, successors and assigns of the Mortgagor 
and Mortgagee. 


IN WITNESS WHEREOF, we have hereunto set our hands and seals 


this. On ean Me. Cecamanias 


, 


(SEAL) (SEAL) 


snihteaiciamaam silt ieaeaaas geil inal iba eeiaiaiittiieielciind 
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STATE OF Rapa . 
\ ss 
COUNTY OF__ -_s . J 
I , a Notary Public 





in and for said County, in the State aforesaid, DO HEREBY CERTIFY that 





personally known to me to be the same person or persons whose name or 
names is or are subscribed to the foregoing Instrument, appeared before me 


this day in person and acknowledged that signed, sealed and 


delivered the said Instrument as : free and 
voluntary act, for the uses and purposes therein set forth, including the 
release and waiver of all rights under any homestead, exemption and 
valuation laws. 


GIVEN under my hand and Notarial Seal this __day of_ ee 


A. D. 19_ , 





My Commission expires_— —_ —_— 


ee ee 


County, , a o'clock M. 


Recorder of ‘Deeds 
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SUPPLEMENTAL AGREEMENT =% 

all rec 

Not 

first hi 

THE UNDERSIGNED, barat 

fixture 

ET i irititeissnnislitiieetiminsiia I a Lee et 

hereinafter referred to as the Mortgagor, hereby executes and delivers to said 1 
a corporation organized and existing under the laws of — = => ESE 
hereinafter referred to as the Mortgagee, this Supplemental Agreement, pursuant to a 
Mortgage executed and delivered concurrently herewith, and this Supplemental Agreement 
is expressly made a part of said Mortgage, which is further identified as Mortgagee’s 


Loan No. Said Mortgage, including the Supplemental Agree- 
ment, is made to secure the indebtedness secured by said Mortgage and evidenced by 


note therein described and bearing said Loan No..._____»_»____and to secure 
the performance of the Mortgagor’s covenants herein contained. 


THE MORTGAGOR COVENANTS: 


(1) To pay said indebtedness and the interest thereon as herein and in said note 
provided, or according to any agreement extending the time of payment thereof; (2) To 
pay when due and before any penalty attaches thereto all taxes, special taxes, special 
assessments, water charges, and sewer service charges against said property (including 
those heretofore due), and to furnish Mortgagee, upon request, duplicate receipts therefor, 
and all such items extended against said property shall be conclusively deemed valid 
for the purpose of this requirement; (3) To keep the improvements now or hereafter 
upon said premises insured against damage by fire, and such other hazards as the Mort- 
gagee may require to be insured against; and to provide public liability insurance and 
such other insurance as the Mortgagee may require, until said indebtedness is fully paid, 
or in case of foreclosure, until expiration of the period of redemption, for the full insur- 
able value thereof, in such companies, through such agents or brokers, and in such form 
as shall be satisfactory to the Mortgagee; such insurance policies shall remain with the 
Mortgagee during said period or periods, and contain the usual clause satisfactory to the 
Mortgagee making them payable to the Mortgagee; and in case of foreclosure sale 
payable to the owner of the certificate of sale, owner of any deficiency, any receiver or 
redemptioner, or any grantee in a Master's or Commissioner's deed; and in case of 
loss under such policies, the Mortgagee is authorized to adjust, collect and compromise, 
in its discretion, all claims thereunder and to execute and deliver on behalf of the 
Mortgagor all necessary proofs of loss, receipts, vouchers, releases and acquittances 
required to be signed by the insurance companies, and the Mortgagor agrees to sign, upon 
demand, all receipts, vouchers and releases required of him to be signed by the Mort- 
gagee for such purpose; and the Mortgagee is authorized to apply the proceeds of any 
insurance claim to the restoration of the property or upon the indebtedness hereby 
secured in its discretion, but monthly payments shall continue until said indebtedness 
is paid in full; (4) Immediately after destruction or damage, to commence and promptly 
complete the rebuilding or restoration of buildings and improvements now or hereafter 
on said premises, unless Mortgagee elects to apply on the indebtedness secured hereby 
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the proceeds of any insurance covering such destruction or damage; (5) To keep said 
premises in good condition and repair, without waste and free from any mechanic’s or 
other lien or claim of lien not expressly subordinated to the lien hereof; (6) Not to 
make, suffer or permit any unlawful use of or any nuisance to exist on said property 
nor to diminish nor impair its value by any act or omission to act; (7) To comply with 
all requirements of law with respect to mortgaged premises and the use thereof; (8) 
Not to make, suffer or permit, without the written permission of the Mortgagee being 
first had and obtained, (a) any use of the property for any purpose other than that for 
which it is now used, (b) any alterations of the improvements, apparatus, appurtenances, 
fixtures or equipment now or hereafter upon said property, (c) any purchase on condi- 
tional sale, lease or agreement under which title is reserved in the vendor, of any appa- 


ratus, fixtures or equipment to be placed in or upon any buildings or improvements on 
said property. 


2. In order to provide for the payment of taxes, assessments, insurance premiums, 
and other annual charges upon the property securing this indebtedness, I promise to pay 
monthly to the Mortgagee, in addition to the above payments, a sum estimated to be 
equivalent to one-twelfth of such items, which payments may, at the option of the 
Mortgagee, (a) be held by it and commingled with other such funds or its own funds 
for the payment of such items; (b) be carried in a share account and withdrawn by it 
for money to pay such items; or (c) be credited to the unpaid balance of said indebted- 
ness as received, provided that the Mortgagee advances upon this obligation sums 
sufficient to pay said items as the same accrue and become payable. If the amount estimated 
to be sufficient to pay said items is not sufficient, I promise to pay the difference upon 
demand. If such sums are held or carried in a share account, the same are hereby pledged 
to further secure this indebtedness. The Mortgagee is authorized to pay said items as 
charged or billed without further inquiry. 


3. This mortgage contract provides for additional advances which may be made 
at the option of the Mortgagee and secured by this mortgage, and it is agreed that in 
the event of such advances the amount thereof may be added to the mortgage debt and 
shall increase the unpaid balance of the note hereby secured by the amount of such 
advance and shall be a part of said note indebtedness under all of the terms of said 
note and this contract as fully as if a mew such note and contract were executed and 
delivered. An Additional Advance Agreement may be given and accepted for such 
advance and provision may be made for different monthly payments and a different 
interest rate and other express modifications of the contract, but in all other respects 
this contract shall remain in full force and effect as to said indebtedness, including all 
advances. 





4. That in case of failure to perform any of the covenants herein, Mortgagee 
may do on Mortgagor’s behalf everything so covenanted; that said Mortgagee may also 
do any act it may deem necessary to protect the lien hereof; that Mortgagor will repay 
upon demand any moneys paid or disbursed by Mortgagee for any of the above purposes 
and such moneys together with interest thereon at the highest rate for which it is then 
lawful to contract shall become so much additional indebtedness secured by this mortgage 
with the same priority as the original indebtedness and may be included in any decree 
foreclosing this mortgage and be paid out of the rents or proceeds of sale of said premises 
if not otherwise paid; that it shall not be obligatory upon the Mortgagee to inquire into 
the validity of any lien, incumbrance or claim in advancing moneys as above authorized, 
but nothing herein contained shall be construed as requiring the Mortgagee to advance 
any moneys for any purpose nor to do any act hereunder; and the Mortgagee shall not 
incur any personal liability because of anything it may do or omit to do hereunder; 


5. That it is the intent hereof to secure payment of said note and obligation 
whether the entire amount shall have been advanced to the Mortgagor at the date hereof, 
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or at a later date, and to secure any other atnount or amounts that may be added to the 
mortgage indebtedness under the terms of this instrument; 


6. That in the event the ownership of said property or any part thereof becomes 
vested in a person other than the Mortgagor, the Mortgagee may, without notice to the 
Mortgagor, deal with such successor or successors in interest with reference to this mort- 
gage and the debt hereby secured in the same manner as with the Mortgagor, and may 
forbear to sue or may extend time for payment of the debt, secured hereby, without 


discharging or in any way affecting the liability of the Mortgagor hereunder or upon 
the debt hereby secured; 


7. That time is of the essence hereof and if default be made in performance of 
any covenant herein contained or in making any payment under said note or obligation 
or any extension or renewal thereof, or if proceedings be instituted to enforce any other 
lien or charge upon any of said property, or upon the filing of a proceeding in bankruptcy 
by or against the Mortgagor, or if the Mortgagor shall make an assignment for the 
benefit of his creditors or if his property be placed under control of or in custody of 
any court, or if the Mortgagor abandon any of said property, then and in any of said 
events, the Mortgagee is hereby authorized and empowered, at its option and without 
affecting the lien hereby created or the priority of said lien or any right of the Mortgagees 
hereunder, to declare without notice, all sums secured hereby immediately due and 
payable, whether or not such default be remedied by Mortgagor, and apply toward the 
payment of said mortgage indebtedness any indebtedness of the Mortgagee to the Mort- 
gagor, and said Mortgagee may also immediately proceed to foreclose this mortgage, and 
in any foreclosure a sale may be made of the premises en masse without offering the 
several parts separately; 


8. That the Mortgagee may employ counsel for advice or other legal service at the 
Mortgagee’s discretion in connection with any dispute as to the debt hereby secured or 
the lien of this Instrument, or any litigation to which the Mortgagee may be made a party 
on account of this lien or which may affect the title to the property securing the indebted- 
ness hereby secured or which may affect said debt or lien and any reasonable attorney's 
fees so incurred shall be added to and be a part of the debt hereby secured. Any costs 
and expenses reasonably incurred in the foreclosure of this mortgage and sale of the 
property securing the same and in connection with any other dispute or litigation affect- 
ing said debt or lien, including reasonably estimated amounts to conclude the transaction, 
shall be added to and be a part of the debt hereby secured. All such amounts shall be 
payable by the Mortgagor to the Mortgagee on demand, and if not paid shall be included 
in any decree or judgment as a part of said mortgage debt and shall include interest at 
the highest contract rate, or if no such contract rate then at the legal rate. 


9. In case the mortgaged property, or any part thereof, shall be taken by condemna- 
tion, the Mortgagee is hereby empowered to collect and receive all compensation which 
may be paid for any property taken or for damages to any property not taken, and all 
condemnation money so received shall be forthwith applied by the Mortgagee as it may 
elect, to the immediate reduction of the indebtedness secured hereby, or to the repair 
and restoration of any property so damaged, provided that any excess over the amount 
of the indebtedness shall be delivered to the Mortgagor or his assignee. 


10. All easements, rents, issues and profits of said premises are pledged, assigned 
and transferred to the Mortgagee, whether now due or hereafter to become due, under 
or by virtue of any lease or agreement for the use or occupancy of said property, or 
any part thereof, whether said lease or agreement is written or verbal, and it is the 
intention hereof (a) to pledge said rents, issues and profits on a parity with said real 
estate and not secondarily and such pledge shall not be deemed merged in any foreclosure 
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decree, and (b) to establish,an absolute transfer and assignment to the Mortgagee of all 
such leases and agreements and all the avails thereunder, together with the right in case 
of default, either before or after foreclosure sale, to enter upon and take possession of, 
manage, maintain and operate said premises, or any part thereof, make leases for terms 
deemed advantageous to it, terminate or modify existing or future leases, collect said 
avails, rents, issues and profits, regardless of when earned, and use such measures whether 
legal or equitable as it may deem proper to enforce collection thereof, employ renting 
agents or other employees, alter or repair said premises, buy furnishings and equipment 
therefor when it deems necessary, purchase adequate fire and extended coverage and 
other forms of insurance as may be deemed advisable, and in general exercise all powers 
ordinarily incident to absolute ownership, advance or borrow money necessary for any 
purpose herein stated to secure which a lien is hereby created on the mortgaged premises 
and on the income therefrom which lien is prior to the lien of any other indebtedness 
hereby secured, and out of the income retain reasonable compensation for itself, pay 
insurance premiums, taxes and assessments, and all expenses of every kind, including 
attorney’s fees, incurred in the exercise of the powers herein given, and from time to time 
apply any balance of income not, in its sole discretion, needed for the aforesaid purposes, 
first on the interest and then on the principal of the indebtedness hereby secured, before 
or after any decree of foreclosure, and on the deficiency in the proceeds of sale, if any, 
whether there be a decree in personam therefor or not. Whenever all of the indebt- 
edness secured hereby is paid, and the Mortgagee, in its sole discretion, feels that there 
is no substantial uncorrected default in performance of the Mortgagor’s agreements 
herein, the Mortgagee, on satisfactory evidence thereof, shall relinquish possession and 
pay to Mortgagor any surplus income in its hands. The possession of Mortgagee may 
continue until all indebtedness secured hereby is paid in full or until the delivery of a 
Master's Deed or Special Commissioner’s Deed pursuant to a decree foreclosing the 
lien hereof, but if no deed be issued, then until the expiration of the statutory period 
during which it may be issued. Mortgagee shall, however, have the discretionary power 
at any time to refuse to take or to abandon possession of said premises without affecting 
the lien hereof. Mortgagee shall have all powers, if any, which it might have had without 
this paragraph. No suit shall be sustainable against Mortgagee based upon acts or 
omissions relating to the subject matter of this paragraph unless commenced within 
sixty days after Mortgagee’s possession ceases. 


11. That each right, power and remedy herein conferred upon the Mortgagee is 
cumulative of every other right or remedy of the Mortgagee, whether herein or by law 
conferred, and may be enforced concurrently therewith, that no waiver by the Mortgagee 
of performance of any covenant herein or in said obligation contained shall thereafter in 
any matter affect the right of Mortgagee to require or enforce performance of the same 
or any other of said covenants; that wherever the context hereof requires, the masculine 
gender, as used herein, shall include the feminine and the neuter and the singular number, 
as used herein, shall include the plural; that all rights and obligations under this mortgage 
shall extend to and be binding upon the respective heirs, executors, administrators, 
successors and assigns of the Mortgagor, and the successors and assigns of the Mortgagee; 
and that the powers herein mentioned may be exercised as often as occasion therefor 
arises. 


IN WITNESS WHEREOF, we have hereunto set our hands and seals, this ho 
day of A.D. 19 : 
(SEAL) (SEAL) 





ND stininectinanaacgee 


(plus customary acknowledgement, if desired ) 





LEGAL BULLETIN 
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ADDITIONAL ADVANCE AGREEMENT 


For value received I promise to pay 


NN nee epee aa —Dollars ($- 


—_——) 


as an additional advance upon said Mortgagee’s Loan No. and this 
agreement is hereby made a part of said original Note, Mortgage and Supplemental 
Agreement as completely as if incorporated verbatim herein, and said documents are 
hereby referred to and made a part hereof. 


It is agreed that the above stated amount, receipt of which is hereby acknowledged, 
shall be added to the present unpaid balance of said indebtedness and that the unpaid 


balance is as of this date, including such advance, the sum of ——___ 

siteeieaenaieiiniesnsdieumiaunatnninasddunecsiesanieeamiinimeaaathemtnd Me MB RR AOE. belies 
all of which the undersigned promise to pay with interest at % per annum until 
paid and that said amount shall be payable____ 


Dollars ($______________) per month, the next. payment being due on the ____ 


I nll tt ashe deceiimnantiedlidion aan and that such payment shall be 
applied first to interest and the balance to principal until said indebtedness is paid in full. 
In all other respects, said loan contract shall remain in full force and effect. I certify 
that I am the owner of said property subject to said indebtedness and that there are no 
other liens or claims against it. 


This, the__ ee . : rei ia 
5h atic SS 


__(SEAL) 
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[Excerpt from House & Home, December 1952] 


MoperRN Morreaces—DimMeE Savines BANK OF BROOKLYN WrItTES OPEN-Enp 
CLAUSE INTO ALL Its FAMILY HOUSE MORTGAGES 


In essence the modification agreement states that the principal sum has been 
reduced to blank dollars, that the parties of the mortgage desires to modify the 
terms of the bond and mortgage to include a provision for advances or read- 
vances of the principal sum mentioned in the mortgage, that since the mortgagor 
wants the money and the mortgagee agrees to make the advances * * * 

“Now, therefore, in consideration of the mutuality hereof, it is agreed between 
the parties that in addition to the bond or obligation above-mentioned, the afore- 
Said mortgage shall also secure any and all further loans or indebtedness owed 
or to be owed by the mortgagor to the mortgagee and it is stipulated that the 
maximum amount secured by the said mortgage or which under any contingency 
may be secured thereby at any time in the future shall be the principal amount 
hereof. The obligation of the mortgagee to make further advances or read- 
vances shall be optional with the mortgagee and such readvances may be made 


under the provision hereof to the present or to future owners of the mortgage 
premises.” 


{From House & Home, September 1953] 


Modern mortgages: A monthly report on important developments in the mod- 
crnization of mortgage credit, with particular emphasis on the expanding poten- 


tial of the package mortgage, the open-end mortgage and the expandable 
mortgage. 


OPEN-END MORTGAGE: Goop BUSINESS BET, Not A LEGAL PROBLEM 


Lenders today are concluding that the open-end mortgage has passed beyond 
the legal phase and is only a business-risk question, not a legal problem. That 
was the consensus of top-drawer lending and legal talent speaking in a seminar 
on mortgage financing and electrical living held in New York last month by the 
Edison Electric Institute in collaboration with Life and House and Home maga- 
zines. Panel members included VA Loan Guaranty Director Bert King, savings 
bank and savings and loan association officials. Guests were a 40-odd man group 
of sales managers from major electrical utilities across the United States who 
also heard a spokesman for the building-materials industry describe the open 
end’s high-powered potential. 

“Lenders who still view the open-end mortgage legalistically rather than prac- 
tically have only to get their lawyers to make a study of it and bring it before 
their boards. From that time on they will invariably conclude that it is only 
a question of business risk,” said David Ford, president of the Savings Associa- 
tion League of New York State. 

Legal reassurance: Dispelling the legalistic bugaboo about intervening liens 
taking priority over additional advances, Horace Russell, United States Savings 
and Loan League general counsel, told the grcup: “The open-end type of mort- 
gage financing stems from old law. All the courts in every State of the Union 
have upheld that a warranty deed to secure a debt is an open-end mortgage. 
it is good in every State between the parties. It is good at common law. It 
is good in about one-fourth of the States against intervening liens even when 
there is actual notice of such liens. 

“The risk that there is an intervening lien when a lender deals with a person 
who signs a certificate stating there are no other liens is so nominal] that 10 
cents put in reserve against the contingency of perjury would be more than 
enough to pay for any losses.” 

Lender reassurance : Said George Johnson, president of the Dime Savings Bank 
of Brooklyn, biggest originator-holder of mortgages in the United States: “Par- 
ticularly in States where a lender can get low-cost title insurance (it is now 
available in such big cities as Los Angeles, Chicago, New York, Minneapolis *) 
there is nothing to keep the lender from using the open end in the most ordinary 
course of business. We have been doing it now for years without loss. 


1 Through Los aa Title Insurance & Trust Co., Chicago Title & Trust Co., New York's 
City Insurance Co., Minneapolis Title Insurance Co. of Minnesota. 
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“Besides, it isn’t consistent for any lender to advance funds to Smith, a 
stranger, and not advance funds to Jones, an old customer whose credit history 
the lender knows. Nor is it good business to penalize the many honest folks 
hecause a few dishonest ones might pall a fast one.” 

Said Harry Minners, president of the Bankers Federal Savings and Loan 
Association, New York City: “We only require an old mortgagor who wants a 
small additional advance to sign an affidavit stating there are no intervening 
liens or Claims against his property. A borrower who signs this affidavit can 
walk out with a check for the advance after signing the necessary papers. A 
larger advance might require a short title search and an inspection of the prop- 
erty. To a large degree the amount advanced determines what procedure is 
used.” 

Practical answers: “To lose on an open end,” said Emil Gallman, executive vice 
president of the New Jersey Savings and Loan League, “an awful lot would 
have to be wrong. First, that the lender made a bad credit check—and since 
the borrower is a mortgagor, his credit history is an open book. Second, that 
the borrower might lie when signing an affidavit stating there are no liens, or 
that he knows of none. The answer to that: most people don't lie, and most 
people know. Third, if the borrower defaults and the property is bid up by 
another party beyond the lender's first mortgage and there is an intervening lien, 
the question of actual notice arises, but it does not necessarily follow that the 
intervening lien would prevail. No question, of course, arises unless there is 
default. Fourth, assume that a court would reverse what is generally considered 
sound law and grant priority to the intervening lien. It is reasonable to assume 
that if the lender has been normally efficient in determining credit, a default 
would not occur until some time after the additional advance was made and at a 
time when the advance had been substantially reduced. If the loss were $500 
or $600, a lender would count himself lucky. He can’t get out of every fore- 
closure that cheaply. At most, legal questions are only remote possibilities.” 

Open-end potential: “The bread and butter of the building-materials industry,” 
said Joseph Wood, assistant treasurer of Johns-Manville, “is not new residential 
onstruction but repairs, modernization, and improvement work. The open-end 
mortgage is vital to that industry. When you stop to think that almost 50 
percent of all United States housing is 35 or more years old, you realize what 
a terrific potential the open end has for that industry and what a boon it can 
be to the rehabilitation of American housing. 

“Much of the trouble in the past has been that the building-materials industry 
has either not understood the open end or thought it extremely complicated. In 
fact, segments of the public have been unaware of it ; there are probably thousands 
of homeowners who have open-end mortgages and don’t even know it. But 
with the growing promotion and use of it, the public is going to start asking 


questions. And the lending institutions must be able to answer the questions 
and satisfy the demand.” 





(The following was later received for the record :) 


WASHINGTON, D. C., March 23, 1954. 
Hon. Homer E. CApeHART, 
United States Senate, Washington, D. C. 


DeAR SENATOR CAPEHART: In view of a suggestion made by Mr. Waltemade for 
the National Association of Real Estate Boards that the amount of an additional 
advance under the open-end feature be limited to the original amount of the 
mortgage, I want to reemphasize an important point in Mr. Goldman's statement. 

If the proposed addition or improvement to a house creates value in addition 
to that on which the original amount of the mortgage loan was based there is no 
real reason why the amount of the loan should not be increased, provided, of 
course, that the total borrowing is within the maximum legal loan-to-value ratio. 

Take, for example, the case of an advance to cover the completion of a third 
bedroom. If this work had been done as part of the original construction the 
value of the house would have been greater and the amount of the mortgage 
would also have been greater. Why, then, if the work is done a year or two later, 
should not the owner be able to borrow an additional amount that would increase 
the total loan to what it readily could have been had the work been done in the 
first instance? 

To deny the owner this right is in effect to prevent him from doing the needed 
work, since, in all probability, the interim amortization payments would not have 
been sufficient to equal the required additional advance. 
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The only vital consideration in connection with open-ending is that the value 
on which the advance is based be present. Whether, as a result, the total subse- 
quent debt is less than, equal to, or greater than the original debt does not affect 
the legitimacy of the borrowing or the soundness of the security. 

The present language of the bill is sufficiently broad to cover cases where an 
increase in the debt may be appropriate. The greatest benefit of the open-end 
feature would be lost if the language was made so restrictive as to prevent owners 
from adding substantially to the value of their property as their means permitted, 

Yours very sincerely, 


Mites L. CoLean. 
The Cuarman. The next witness will be Mr. Robbins. of the 


National Housing Conference. Mr. Robbins, you proceed in your 
own way. 


STATEMENT OF IRA S. ROBBINS, PRESIDENT, ACCOMPANIED BY 
EDWARD F. BARRY, CHAIRMAN OF THE BOARD; AND DR. WIL- 
LIAM L. C. WHEATON, PROFESSOR OF CITY PLANNING, UNI- 
VERSITY OF PENNSYLVANIA, NATIONAL HOUSING CONFERENCE 


Mr. Rossrns. Mr. Chairman, my name is Ira S. Robbins. I am 
president of the National Housing Conference, Inc. For 11 years, 
I served as a housing official of New York State in the administrations 
of both Governor Lehman and Governor Dewey. I am an attorney 
and presently an executive vice president of the Citizens Housing and 
Planning Council of New York City. 

The National Housing Conference, for which I am speaking today, 
is a a citizens’ organization founded 23 years ago. It is 
supported entirely by memberships and contributions, and as a matter 
of policy, does not accept membershins from official agencies of Gov- 
ernment such as local housing and redevelopment authorities receiving 
Federal assistance. We have appeared before committees of the Con- 
gress on questions of major housing policy over the last 20 years. 

The National Housing Suatoconm takes a comprehensive approach 
to the housing problem. Its interest covers the entire housing field, 
both private and public. It is good to be joined by an ever-increasing 
number of voices urging more effective slum clearance, redevelopment, 
and now urban renewal programs. We are delighted that representa- 
tives of the housing industry are devoting increased attention to the 
problem of cleaning up our cities, thereby protecting urban 
investments. 

We have always encouraged national housing programs that would 
assist private enterprise to increase vastly its scope of operations so as 
to provide homes for families of low and middle income. We have 
always championed, and still do, a realistic program of low-rent 
public housing for families of low income, presently living under 
intolerable conditions, and for whom private enterprise cannot build. 
Indeed, without a substantial low-rent public-housing program, all 
of our best-laid plans for slum clearance, redevelopment, and urban 
renewal are certain to fail. 

With me today is Mr. Edward F. Barry, NHC’s board chairman, 
lawyer, prominent businessman, and banker, of Memphis, Tenn. 
Among his many public services for which he receives only spiritual 
compensation is that of chairman of the Memphis Housing Authority. 
He is admirably qualified to answer questions you may have from the 
point of view of the impact of housing on a typical American city. 
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To conserve the time of the committee, I w ill not attempt detailed 
suggestions regarding the several titles of S. 2938. We have read 
with interest and concur in the constructive recommendations pre- 
sented in excellent testimony to your committee by the American 

Federation of Labor, the Congress of Industrial Organizations, the 
Notional Association of Housing and Redevelopment officials, and 
other public-interest organizations. 

We, of the National Housing Conference, were encouraged by the 
overall approach of the report of the President’s Advisory Commit- 
tee on Government Housing Policies and Programs. The President's 
message on housing, submitted to the Congress on January 25, was 
received with general enthusiasm. It struck an affirmative note in 
describing our national housing policy. We are, however, disap- 
pointed in the legislative recommendations that would carry out the 
President’s policies. 

The CuHatrMan. Are ane going to list the things you don’t like 
about the bill as you go along ¢ 

Mr. Rossins. Yes, sir. 

The Cuarrman. What is the main thing? 

Mr. Rosptns. We don't believe this program is geared to the hous- 
ing needs of the Nation. I will go into some detail as to that, par- 
ticularly as to the effort to provide housing for low-income families 
and middle-income families, and as to the size of the total program. 

The Cuarrman. What would you recommend we do for middle- 
income groups that we haven't done in this bill ? 

Mr. Rossrns. We have a series of proposals I would like to read 
to you. I think it would take less time to read them than summarize 
at the end of my statement, sir. 

The Cuatrman. All right. Here would be a good place to get them 
in, if you can switch to it. 

Mr. Rossrns. Yes. 

The Cuartrman. I am interested in that. I have made the state- 
ment on several occasions that this is the most liberal housing bill 
ever introduced. I would like to have you show me where it isn’t. 

Mr. Rogsrns. I will skip, now, over the details of the housing 
needs—— 

The CuarrMan. You say here it does not help the middle-income 
groups. Now, show me where it doesn’t. I don’t want to argue with 
you, but I am vitally interested. 

Mr. Rossins. If you will go down to the bottom of page 4, that is 
where I start in. I say that by and large a good job has been done 
under existing aids in prov iding homes for families whose annual 
incomes are in excess of $5,000. A large and increasingly efficient 
home-building industry has come into being since World War II. 
Present housing aids have made that record possible. 

Then we recommend 200,00 units a year for the low-income groups. 

The Cuarrman. You said the middle-income groups. 

Mr. Rozsrns. I will come to the in-between groups. 

The Carman. I know your position on public housing, and I 
know it isn’t in this bill. It will be handled separately. But you 
are talking about middle-income families. Show me where this bill 
does not take care of middle-income groups. I am vitally interested 
in that. 
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Mr. Rozeins If you turn to the top of page 8. There is an acute 
need for the expansion of private housing construction for families 
with incomes of from $3,000 to $5,000 annually. When examined on 
a local basis, present private housing production serves only families 
in the upper 40 percent of the income range. Sixty percent of our 
families cannot afford new houses for rent or for sale. at current prices. 
This group includes large numbers of families now living in areas 
which are to be cleared or rehabilitated under this bill. Relocation 
housing, not now available, must be provided for them. 

Here is where we tell how we would meet the needs of middle- 
income groups. 

These needs must be met by a comprehensive system of credit aids, 
with amortization periods of up to 40 years and interest rates ranging 
from 414 to 214 percent. The 40-year 41% percent FHA-insured lInanc 
proposed in the pending legislation for families displaced by urha~ 
renewal projects, if extended to all families at a $10,000 instead of 
$7,000 cost, would meet the needs of families of upper middle-income 
groups—but more effective financing methods are required to serve 
the larger part of this need. Let me illustrate this need as it exists 
in northern cities today : 

At present building costs, new private housing in northern cities 
serves families with in comes of $5,000 and above. A few families 
of small size and with incomes of $4,500 to $5,000 may be able to 
purchase or rent new housing. The 414 percent 40-year loan terms 
would make it possible for families with incomes of $4,500 and down 
to $4,100 to acquire new low-priced houses. 

The Cuarrman. Isn’t this the first bill ever introduced that talked 
about a 40-year mortgage? 

Mr. Rossrns. Yes, except for cooperatives under section 213. 

The Cuarrman. And isn’t this the first bill ever introduced that 
talked about no downpayment ? 

: Mr. Rossins. But it is very unrealistic when it limits it to $7,000 
ouses. 

The Cuatrman. I see. That is the little thing you don’t like. 
You agree with me that this is the most liberal bill ever introduced 
for middle-income groups ¢ 

Mr. Rossins. We don’t think that that will hit any of the middle- 
income groups, sir, except in a few communities where they can 
build $7,000-—— 

The CHamman. Why? 

Mr. Rossins. If you say 40 years is liberal, yes. No downpayment 
is liberal, yes. In that sense, they are the most liberal aids ever 
proposed. 

The Cuarrman. Yes. 

Mr. Rozzrns. But there is one string attached to that. 

The Cuarrman. Doesn’t it also permit the mortgaging of existing 
properties, the same as new, and doesn’t it permit the rehabilitating 
of old houses and financing them up to 40 years ? 

Mr. Rossins. That is correct. 

The Cuarrman. Then, why isn’t it very liberal ? 

Mr. Rossrns. It liberalizes a great many of the FHA terms which 
are steps in the right direction. What we are pointing out is that 
a very large percentage of American families will not be able to get 
adequate housing even under these liberal steps. 
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The Cuammnan. Let’s get down to the meat of the thing. What do 
you propose, then, that we go to 50 or 60 years? 

Mr. Roggrns. No, sir; we propose not in excess of 40-year amorti- 
zation terms, but lower interest rates. If they cannot be gotten from 
et investors, and we don’t believe private institutions will 
en 

The Cuarrman. In other words, your objection to this bill is that 
the interest rates may well be too high ? 

Mr. Rogssrns. They are. 

The Cuarrman. The bill gives the President the right to set the 
interest rates at anything he wants to. 

Mr. Rogsrns. Yes, sir, except the minimum that he might set them 
at might not be acceptable to private lending institutions. 

The Cuarmman. Well, if private industry will not buy the mort- 
gages, then the Government must, or you are not going to get hous- 
ing. 

Mr. Rossins. That is what we advocate. We are advocating that 
financing through FNMA, for certain income groups. FNMA will 
have to step in and make loans in order to reach families who cannot 
pay the rentals which must be paid, or the purchase prices. 

‘he Cuarrman. I have been sitting up here for days and days, and 
there have been many institutions such as your own that have come in 
here and not once have you said this was a liberal bill or that this 
bill goes much beyond everything introduced before, when it does. 

r. Ropsrns. We did not say it did not go further. 

The Cuarrman. In other words, your impression is that this bill 
is tougher than anything introduced before. It isn’t. 

Mr. Rossrns. I didn’t mean to give that impression. 

The Cuarrman. You do. Not only you av, but many others do. 
This bill is the first bill ever introduced that talks about a 40-year 
aor. 

Mr. Rossins. That is right, sir; except for the section 213 pro- 
vision. 

The Cuarrman. The first bill ever introduced that talks about a 
no downpayment; isn’t it? 

Mr. Rogsrns. That is true. 

The Cuarrman. Except for veterans. And it is the first bill ever 
introduced that goes as far as it does on rehabilitation. 

Mr. Rossrns. As soon as you talk of a 40-year mortgage, Mr. Chair- 
man, you have to realize that that must be accompanied by a require- 
ment for definite standards, which will not oul provide adequate 
housing, but housing that will last 40 years. A great many of the 
houses that are built today will not last. 

The Cuarrman. If you decrease the interest rate to 1 percent, it 
won’t make the houses last any longer, will it? 

Mr. Rossrns. No, but we will have to make sure the houses are built 
to standards, so that they will last 40 years. In other words, they 
must not be below minimum standards, as to room sizes and other 
features. 

The Cuarrman. I believe that is understood. 

Mr. Rossrns. We believe that ought to be incorporated in the law. 
The Cuarrman. Has it ever been in the law? 

Mr. Rossrns. There has been directions to the FHA—— 

The Cuarrman. It has never been in the law up to this time; has it ? 
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Mr. Rossrns. No; but the danger of the Government taking a loss 
eventually is much greater when you have 40-year amortization pe- 
riods for low-priced houses than when you have 20- or 30-year amor- 
tization periods. 

The Cuarrman. Maybe we ought to leave the law just as it is, the 
housing law, the one we passed last year. 

The CuamMan. We would not be happy about that. 

The Cuarrman. Maybe we should, since we have had so much re- 
sistance to this bill. None of you people can get together. We 
had better leave the law just as we passed it last year, which, by the 
way, was much more liberal than anything anybody dreamed of up 
to that time. 

Mr. Rossrns. We go along with you on a great many features of 
this bill, but we would like you to go further. 

The Cuamman. You never once said any part of it was a good bill 
or congratulated the administration on anything they did. All you 
do is try to leave the impression that it is not a good bill. 

Mr. Rossins. No, sir. 

The Cuarrman. You know it is a much more liberalized bill than 
anything that has been introduced. 

{r. Ropsrns. We believe, sir, that the statement made by the Presi- 
dent’s Committee, and by the President himself, were excellent state- 
ments—— 

The Cuatrrman. You didn’t say so in your statement. 

Mr. Rozgsrns. Yes, sir, we did, on the bottom of page 1, I believe it 
is. If you look at the last paragraph on page 1. 

We say on the top of page 2 we are disappointed in the legislative 
recommendations that would carry out the policies, because we don’t 
think those policies would be carried out. 

The Cuairman. Where is it on the bottom of page 1? 

Mr. Ropprns. We say, we were encouraged by the overall approach 
of the report of the President’s Advisory Committee on Government 
Housing Policies and Programs, meaning the approach to take care 
of all income groups, in general language. The President’s message 
on housing, submitted to the Congress on January 25, was received 
with general enthusiasm, which includes us. It struck an affirmative 
note in describing our national housing policy. But we don’t think 
that the bill, in its details, will accomplish the goal that the Presi- 
dent and the President’s Committee set. 

The Cuatrman. It is the President’s bill; he wrote it. 

Mr. Rozers. I am sorry. I suppose it has his approval. I doubt 
if he is familiar with all the intricacies and technicalities of financing. 

The Cuarrman. It is the administration’s bill. It was written and 
prepared by them. If it doesn’t carry out the President’s intentions, 
then the responsibility is theirs, not ours. We are introducing it ex- 
actly as they wanted it introduced. My opinion is that it is the most 
liberal housing bill ever introduced, and I have repeatedly said so. 

Mr. Rossins. I would like to introduce in the record, Mr. Chairman, 
a study made of the Nation’s housing needs by Prof. William L. C. 
Wheaton, and also a statement showing exactly what income groups 
could be reached under the various financing methods referred to in 
my statement, which I haven’t read in detail to you. If I may intro- 
duce those in the record, the committee would have the benefit of them. 
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The CuairmMan. Oh, yes, we want you to. We are happy to get 
suggestions that will improve this bill. If it can be improved. 
am not saying that it can or cannot. My position is that it is a liberal 
bill, more liberal than anything that was ever introduced before. It 
has many new, liberal ideas in it, but yet most.people come in, like your 
group, and find a lot of fault with it. 

Mr. Rosrrs, I think that we are getting into a discussion charac- 
terizing the bill in general. What we would like to do, and we think 
it would be helpful to the committee, is to point out exactly what 
would happen or could happen under the bill, without any 

The Cuarrman. Let me ask you this: You, primarily, are advo- 
cating lower interest rates, period. 

Mr. Rossins. Yes, sir. Just for those groups that need it. In 
other words, the banks and the FHA 

The Cuarrman. What else are you advocating? You are advo- 
cating lower interest rates, and what else? 

Mr. Ropspins. We are advocating a larger authorization for title I, 
urban redevelopment projects. 

The Cuarrman. What? 

Mr. Rospins. Authorization for funds for title I, the urban rede- 
velopment provisions. At the present time, under this bill, the con- 
servation or urban renewal grants would be charged againt the present 
authorization, and there would be very little left for shim-clearance 
programs, It wouldn’t cover both, in other words. 

The Cuarrman. You think we need more money for that purpose ¢ 

Mr. Rogsrns. We do. 

The CuatrMan. I am inclined to agree with you. That is a matter 
of degree, and it depends upon how fast theg can spend it. But, 
in principle, we have agreed upon certain things. Your point is that 
we have not asked for suflicient money ? 

Mr. Rogers. There is no further authorization at all in the bill. 

The Crairman. I am inclined to agree with you, that we possibly 
will need more money, and I think it is the intention that they shall 
have more money. 

Mr. Roppins. Good. 

The Cuarrman. What else is there? 

Mr. Rogwzins. Do you prefer me to glance through, instead of 
reading it ? 

The CratrmMan. Yes; I think we can put your long statement in the 
record. Just tell us what in this bill is not liberal. 

Mr. Rossins. The important thing, of course, is to authorize FNMA 
to make direct loans in those areas where private institutions will 
not make them. And then, of course, there are special needs that 
ought to be spelled out. The housing of minority groups will un- 
doubtedly require direct loans from a Government agency. Direct 
loans are apparently needed for cooperatives. We think much more 
support ought to be given even to the cooperative housing movement. 

The Cratrman. In other words, what you are recommending is 
lower interest rates, and that the Government finance or buy more 
mortgages, or loan more money out of the Treasury. 

Mr. Rozsrns. Through FNMA or some other group. 

The Crrarmman. That the Government set wp some plan whereby 
they will buy more mortgages themselves, or finance more mortgages. 
You are not recommending beyond 40 years? 
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Mr. Rossrs. No, sir. 

The Cmarmrman. You are recommending, of course, more public 
housing. 

Mr. Rossrns. Yes, sir. 

The Cuarrman. Now, what else? 

Mr. Rossrns. On page 10, you will find some short statements. We 
recommend the reactivation of the housing research program. We 
think that would be a great aid to the industry in reducing costs and 
minimizing the necessity for governmental aids. 

Then, we believe that we must encourage effective metropolitan plan- 
ning and effective market analysis, instead of dealing primarily with 
cities as such and their corporate boundaries. There have been a num- 
ber of suggestions for having the Federal Government tie up its aid 
with incentives to deal with housing on a metropolitan basis. For 
instance as the amounts of mortgage loans might be dependent upon 
the ability of the area to show that it is working on a regional basis. 

We feel additional credit needs are needed for farm housing for 
rural farm areas. There is nothing in the bill on that. 

That, I think, is the substance of our position, Mr. Chairman. I 
will be glad to answer any other questions. 

The Cuamman. Now, let’s see, you have this study. 

Mr. Rossrns. This is a study of American housing needs, very care- 
fully prepared. 

The Cuamrman. We will put that in the record. 

Mr. Rogers. And also, there is an additional two-page statement 
showing the carrying charges needed under the various proposals 
we have made. 

The Cuatrman. All right, if there is no objection, then, your state- 
ment and a “Preliminary estimate of housing needs, 1955-70,” will 
be made a part of the record, and your “Estimated total monthly hous- 
ing expense under various financing terms,” will be made part of the 
record at the end of your oral statement. 

Mr. Rossrns. In case you would like to ask Mr. Barry any ques- 
tions, he is available. And this is Professor Wheaton, who prepared 
these tables. 

The Cuamman. Do you have anything else you wish to place in 
the record ? 

Mr. Rossrns. No, sir. 

The Cuatrman. Let me ask you this: Do you feel that private 
mortgage dealers will buy these 40-year mortgages? Either one of the 
three of you may answer these questions—that is the section 221 mort- 
gages. 

Mr. Rossrns. I am not in a position to predict, Mr. Chairman. 
There have been indications at the various hearings that some were 
not very keenonthem. They may change their minds. Dr. Wheaton 
may be a little better prognosticator than I am. 

Dr. Wueaton. Mr. Chairman, although as I understand it, most 
of the representatives of lending institutions have testified that they 
would not make these 40-year loans, and I believe that is their firm 
conviction at the present time—it seems that where the loans are good 
loans, in the history of past housing programs, after a few years of 
experimentation and development, during which time the initial loans 
had to be made by the Federal National Mortgage Association, these 
new kinds of paper have become acceptable to private institutions and 
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they have gradually moved over and taken them up. The original 
housing program started on that basis. All of the loans were made by 
FNMA and in a few years those loans come into very substantial pre- 
miums. We believe tat in the long run, there may be reason to believe 
that lending institutions will make such loans, but that at least to start 
the program off, substantially all of the housing that will be built 
under 40-year loans would have to be made by FNMA. And it is for 
that reason we feel that the present proposal, while adequate in prin- 
ciple, is inadequate in operating effect. The point is one which I be- 
lieve you have mentioned on several occasions in recent weeks. You 
have pointed out the necessity, perhaps, for having Government make 
loans in these areas of great need for middle-income families, even 
with the expectation that in the long run, they may be taken over by 
private lenders. 

The Cuatrrman. Well, the problem is to find out how to get homes, 
or how the people with low incomes can buy these houses. ‘That is the 
problem. 

Mr. Rogstns. We believe, sir, that the builders would build, and 
would have a tremendous market, and what is more, would save on 
sales commissions and eliminate a great amount of the risk that they 
now incorporate in their costs if, as a result of loans at low interest 
rates, the families with low incomes could purchase their houses. 

The Cuaran. First, you have to haul materials, hire the labor to 
build the house, buy the land. ‘Then you have maintenance, and insur- 
ance, and interest. Those are all part of the costs. It is just one 
part of the cost; isn’t it? 

Mr. Roserns. That is correct, sir. The question is: What arigle, 
what approach, is the most practical to get these costs down? 

The CuarrMan. That is the problem, of course. You are talking 
about a 40-year mortgage with no downpayment? 

Mr. Ropsprns. Yes, sir. 

The CHatrMan. With no downpayment. of course, anybody can 
buy, if they have sufficient income to meet the monthly payments. 

Mr. Rogsrns. Correct. 

The CuarrmMan. There again, of course, the man must have a given 
income. Otherwise, he can’t pay out $40 a month or $50 a month, or 
$60 a month. You might reduce the interest rate, which would make 
the monthly payments a little less. If you could save $1,000 on the 
house originally in constructing it, you likewise could make the 
monthly payments less. 

Mr. Rosprns. We haven't gotten to the point where we know how 
to produce houses of minimum standards below the construction costs 
shown on the table we have submitted. 

In other words, we have broken it down into high-cost area, aver- 
age-cost area, and low-cost area, a range anywhere from $7,000, low, to 
$10,000 in the higher-cost areas. Unfortunately, we cannot tailor the 
construction costs to the needs and ability of the families to pay the 
carrying charges and maintenance expenses. We assume that every 
effort to get down to a minimum housing cost consistent with adequate 
standards, houses that will last for the amortization period, at least. 
And when you have reached that point—although we advocate a re- 
search program that would keep over a period of years, then we look 
to other factors, such as interest and taxes. We know the reluctance 
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of communities to lower taxes. We have given considerable thought 
to the idea that communities might give some sort of tax exemption 
for houses. It is very doubtful that they will, because under the 
present system of FHA-financed housing for middle-income families, 
already a lot of people don’t approve, or obstruct the building of new 
homes, because the taxes on the homes don’t bring in enough to pay 
for the schooling of the children. It is very doubtful that we could 
get any assistance from communities in the way of any tax relief. 

Therefore, eventually, you get down to the amortization period and 
the interest rate. We would much prefer to see the Government lend 
money at 2, 214, or 3 percent, than provide public housing for those 
same groups. 

The Cuarrman. Than provide public housing? 

Mr. Rosstns. That is right. We are very much afraid, sir, that 
if this gap is left between the low-income groups now served by 
public housing, and the families of $5,000 or more income, that are 
presently served by FHA—and under this bill it may be reduced a 
little—there will be a constant push, a struggle, to increase the admis- 
sion limits of families in public housing and to increase the size of 
the program. That is especially true because of the emphasis that is 
now put on the need for urban renewal. That is an important segment 
of a comprehensive housing program. But it is going to result, sir, 
in a certain diminution of the supply of housing, and an increase in 
rents, so that the groups that need low-rent housing are going to be 
increased in size. In other words, the upper-income brackets will 
be able to get a better quality of housing. We will not get an increased 
supply of housing, and the gap is going to be greater than ever. 

We are all for the renewal program. It is certainly an important 
thing. But we know it is not going to increase the supply, and it will 
create not only the problems I diseussed, but what, in essence, is another 
relocation problem. The modernization of a great many of these 
houses, when the owners get loans to rehabilitate them and modernize 
them, will result in the displacement of families. Families will have 
to find temporary shelter and sometimes permanent shelter, because 
they will not be able to afford the rents in the modernized houses. 
There, again, we see the need of low-interest rates to meet the needs 
of those displaced families, in order to encourage that program. 

The Cuarman. In other words, you would rather see 50- and 60- 
year mortgages, maybe, or 50-year mortgages, with low interest rates, 
and eliminate public housing wherever possible? 

_ Mr. Rossins. We don’t believe you can eliminate public housing, 
sir. 

The Cuarmman. I don’t think you can eliminate it in large cities. 
You can in small cities. 

Mr. Rossrys. I don’t know of any city where it could be eliminated 
for the low-income groups. I think the figures will prove it. 

The Cmairman. Of course, you have one class of people in the 
United States that have no income or no money. Call it whatever you 
wish, ‘They are going to be taken care of by government. By either 
the township, the county, the city, the State, or the Federal Govern- 
ment, or a combination of all. You have another group of people 
that have a small income, but not sufficient to pay existing rents, or 
fe pay the monthly payments that have been required to purchase a 
rouse, 
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That is the group I am interested in. That is the group I am in- 
terested in because the people that have no income are going to be 
taken care of, maybe not as well as we would like to see them, but 
they will be taken care of. The group that is in a vise, in my opinion, 
is that group that has a small income not sufficient to meet these 
monthly payments on the purchase of a home, and not sufficient to 
meet the rents that are demanded today. How are you going to take 
care of that group? 

Mr. Ropers. I think you will find, sir-—— 

The Cuaran. If you take care of that group, I think everything 
else will take care of itself. 

Mr. Rogsrns. There is a gap between the groups that can be taken 
sare of, by the low interest, long amortization proposals I have sug- 
gested in my statement, and the groups that have no income; in other 
words, from, say, nothing up to $2,000 a year, and in many other sec- 
tions of the country a higher figure. They cannot be helped by even 
this low interest, 40-year proposal. They, too, I believe, will have 
to get public housing eventually, especially if we are to get rid of 
substandard housing—to go on with our slum clearance program and 
our urban renewal program. 

It is above that group that we believe the Government should come 
in with these guaranties, or direct loans, so that we can reach this 
very large proportion of the American public. 

The CuHamrman. Mr. Barry, you have had great success in Mem- 
phis. Do you have any suggestions? You have been doing a lot of 
good down there. 

Mr. Barry. I think the chairman has stated my attitude toward this 
question very precisely, and that is, how are we going to make houses 
available to these people who have more or less moderate or short in- 
comes, and yet live in substandard conditions ¢ 

I wish I could relate my background on this, because certainly I 
have no selfish motive in it at all. 

The Cuarrman. Go ahead. 

Mr. Barry. My real interest in this was born out of the fact that 
I served for 7 consecutive years as president of our local community 
chest. As president of the community chest, I came in contact with 
a great many of these families living in these conditions. I was dis- 
appointed with what the relief agencies, drawing money out of our 
fund, did in the way of rehabilitating those families. They would 
take to them a basket of groceries; they would take to them some 
clothing, but we would leave them where we found them. It was not 
until about 18 years ago, when we originated our overall public hous- 
ing program, that we did anything at all to relieve the condition of 
those people. 

I think maybe we are rather fanatical about the term “public hous- 
ing.” Certainly I am as much interested in private enterprise as any- 
body. I am interested in many corporations. I own considerable 
stock in a bank. I practice law. But I see what is going on, and I 
am willing to be realistic enough to, call it what we may, if it takes 
some kind of Government assistance or Government aid to finance this 
program—then let’s be realistic about it. And I haven't seen, as liberal 
as this bill is—and I agree it is most liberal, but to me, it doesn’t meet 
the needs of these particular people whose situation the chairman has 
just mentioned. 
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We have invested between $28 and $29 million in the Memphis proj- 
ects. We have a little over 4,400 units. Of course, we have a great 
Negro population there, deserving a great deal of our attention— 
perhaps two-thirds of the application of that program has been di- 
— to the relief of the people of that race. And that is as it should 


We feel that in adhering to a 100-percent pattern of slum clearance, 
every — we built, every project we have developed, has been on 
ground that we cleared. I speak from the top bankers and businessmen 
of my community—a city of about 500,000 people—from the top on 
down, we have considerable money invested in that city. It is the 
average American city. We put our time; we put our money into it. 
We have done a job through the public housing program that just 
sheer honesty compels me to admit couldn’t have been done in any 
other manner. 

So, I think as liberal as this bill is it is certainly going to relieve a 
great many people in certain groups. No one can deny that. I think 
some of us that have been successful in life in our competitive fields 
realize—and that has been my life all the years, I have been in com- 
petition—but I think it is a big enough world that you can make your 
own way and yet recognize that there are fields in which other people 
are going to have to have some help. 

I don’t think there is anything socialistic about that. Certainly no 
more so than a united fund, or a community chest. I once sent 
out telegrams, when there was a great deal of doubt about the purpose 
and the durability of the community chest movement. I sent out tele- 
grams and received answers from some businessmen, “Let’s abolish 
it. We don’t need it.” 

Well, now, we have lived to know that we do need it. Not only do 
we need patterns and movements of that kind, but they are diverging 
into greater movements, into united fund movements. 

So, I see nothing un-American about this. My whole approach to 
it is that we ought to recognize, through no fault of theirs—it is an 
economic condition—that there are people who will need more assist- 
ance than will be provided in this bill, as liberal as this bill is. But as 
liberal as it is, I don’t see how it is going to meet the area of need, as 
I have seen it and know it, in my community, and I think what existed 
in my community is identical with situations in other communities. 

That, briefly, is my position. 

The CHatrman. Well, I think the problem is to reach that group 
you have just described. The legislation, up to this time, has taken 
care of the man who was earning $5,000 and up. 

Mr. Barry. I don’t see, Mr. Chairman, how you will reach it, until 
you recognize the need of some Federal assistance in the form of a 
public-housing program. 

The Cuarrman. Even if you do that, you still have a big group. 
There isn’t enough money in the United States, the Federal Govern- 
ment couldn’t get hold of enough money, to build a house for everybody 
in that group. How large is it, about 15 million ? 

Mr. Rossrns. 15 million families are living in substandard housing, 
and 10 million in urban communities. 

The Cnarrman. If the Government decides to build a house and rent 
it to all those 15 million 

Mr. Barry. It was never my idea, Mr. Chairman 
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The Cmairman. I think you have to find some way to do it. Make 
the terms such that they can meet them monthly. 

Mr. Roseins. That is just what we have done in our statement, Mr. 
Chairman. It may not appeal to a great many people to have the 
Government make direct loans at 2 and 2% percent. But under that 
system, we would take care of every income group above the public 
housing level. 

The Cuatrman. Well, I have been talking about it for a long while. 

Thank you very much, unless you have something else to add. 
Your statement will go into the record, and I am sorry that the other 
members are not here this morning to hear your testimony. 

Mr. Rossrns. Thank you, sir. 

The Cuarmman. Dr. Wheaton, maybe you have some suggestions ? 

Dr. Wueaton. No, sir. I think Mr. Robbins has covered the situ- 
ation pretty well. The income distribution of American families is 
in the statement which we put in the record. I think the tables which 
are appended to that, which are also in the record, indicate the kind 
of financing that is necessary to cover these families, above the public 
housing level, that constitutes about 40 percent of our population. 

The Cuarrman. Yes. They are the problem. That is the problem. 
The problem is to find a way for the man to buy a house who can’t 
afford to pay more than somewhere around a $40 a month payment. 
He has no money for the downpayment and can only pay $40 to $50. 

Dr. Wueaton. I see that the administration, Mr. Chairman, has con- 
templated and is thinking about a very substantial public works pro- 
gram at thistime. I think that the committee would want to consider 
relative costs for a public works program, versus the middle-income 
housing program, to achieve some of the same ends. Because the mid- 
dle-income housing program, which did provide housing for those fam- 
ilies that could pay $50 a month and $40 a month, would be a self- 
supporting public works program, that wouldn’t cost the Treasury 
the very large out-of-pocket expenses that are involved. 

The CHarrman. It would be better than moving rocks from here 
to here. 

Dr. Wueaton. It certainly would, and would meet the need that a 
great many American families are conscious of. 

The Cuarrman, Yes, there is no question about that. If we ever 
have to have public works again, let’s make certain we are doing some- 
thing that is useful and beneficial to the American people. If we 
have to have it, and we will have to have it, of course, if we get enough 
millions of people out of work. 

Thank you very, very much. Your statement is very helpful, and 
we may want to call you back later. 

Mr. Rossrns. We will be available. 

The Cuarrman. I understand the House started to write up their bill 
today, or yesterday. 

(Mr. Robbins’ prepared statement and memorandum follow :) 


STATEMENT OF Ira §S. ROBBINS, PkRESIDENT, NATIONAL HOUSING CONFERENCE 


Mr. Chairman and members of the committee, my name is Ira S. Robbins. I 
am president of the National Housing Conference, Inc. For 11 years, I served 
as a housing official of New York State in the administrations of both Governor 
Lehman and Governor Dewey. I am an attorney and presently am executive 
vice president of the Citizens’ Housing and Planning Council of New York City. 
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The National Housing Conference, for which I am speaking today, is a non- 
profit citizens’ organization founded 23 years ago. It is supported entirely by 
memberships and contributions, and as a matter of policy does not accept mem- 
berships from official agencies of government such as local housing and redevel- 
opment authorities receiving Federal assistance. We have appeared before 
committees of the Congress on questions of major housing policy over the last 
20 years. 

The National Housing Conference takes a comprehensive approach to the 
housing problem. Its interest covers the entire housing field, both private and 
public. It is good to be joined by an ever-increasing number of voices urging 
more effective slum clearance, redevelopment, and now urban renewal programs. 
We are delighted that representatives of the housing industry are devoting 
increased attention to the problem of cleaning up our cities, thereby protecting 
urban investments. We have always encouraged national housing programs 
that would assist private enterprise to increase vastly its scope of operations 
so as to provide homes for families of low and middle income. We have always 
championed, and still do, a realistic program of low-rent public housing for 
families of low income, presently living under intolerable conditions, and for 
whom private enterprise cannot build. Indeed, without a substantial low-rent 
public-housing program, all of our best laid plans for slum clearance, redevelop- 
ment, and urban renewal are certain to fail. 

With me today is Mr. Edward F. Barry, NHC’s board chairman, lawyer, 
prominent businessman, and banker of Memphis, Tenn. Among his many public 
services for which he receives only a spiritual compensation is that of chairman 
of the Memphis Housing Authority. He is admirably qualified to answer ques- 
tions you may have from the point of view of the impact of housing on a typical 
American city. 

To conserve the time of the committee I will not attempt detailed suggestions 
regarding the several titles of S. 2938. We have read with interest and concur 
in the constructive recommendations presented in excellent testimony to your 
committee by the Congress of Industrial Organizations, the National Association 
of Housing and Redevelopment Officials, and other public-interest organizations. 

We of the National Housing Conference were encouraged by the overall ap- 
proach of the report of the President’s Advisory Committee on Government 
Housing Policies and Programs. The President's message on housing submitted 
to the Congress on January 25 was received with general enthusiasm. It struck 
an affirmative note in describing our national housing policy. We are, however, 
disappointed in the legislative recommendations that would carry out the Presi- 
dent’s policies. 

Housing Administrator Albert M. Cole dwelt at some length in his testimony 
concerning the intensive study of the President’s Advisory Committee, and of 
his own excellent “shirt sleeve” conferences with people representing many 
points of view, all interested in the housing problem. 

In his first “shirt sleeve” conference held in Washington last summer, the 
National Housing Conference participated. Our first question of Mr. Cole was 
this: “Do you have in mind assembling all data, published and unpublished, on 
housing needs existing throughout the Government, and putting them in such 
form as to permit the President’s Committee to measure whatever it recom- 
mends against the known housing needs of our country?” We repeated that 
question at subsequent conferences. It seemed to us then, as it does now, that 
no program can be prepared to do a total job, no matter how long it may take 
to do it, until the job itself is defined. We did not suggest that new research 
be undertaken because we are fully aware that funds for gathering, sifting, and 
publishing basic data have been steadily curtailed. But we urged that known 
data be brought into focus so that the best job could be accomplished on the 
basis of the best information presently available. 

When the administration’s housing program was announced, no evidence was 
presented as to how large a housing program it would help to sustain. There 
was nothing to indicate that it had been created against a blueprint of housing 
needs. It was like building a house without knowledge of the site on which it 
was to go, the neighborhood in which it was to be built, and without clearly 
defined plans. 

If we, outside of Government, were to comment intelligently on the recom- 
mendations of the administration, it was necessary that we do our own digging 
for facts so that we could judge the proposed program against the known hous- 
ing needs of the American people. The National Housing Conference under- 
took that assignment. We obtained the services of Dr. William L. C. Wheaton, 
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a well-known authority in the housing and planning fields ard presently 
professor of city planning at the University of Pennsylvania, to make an 
analysis of housing needs which we might present to the Congress and to all 
of those interested in this problem. Needless to say, we had neither the time 
nor the resources to do original research. What we were able to do was to 
go to the records of the Bureau of the Census, the Housing and Home Finance 
Agency and all of its constituents and to other public and private groups, 
pulling together all of the data that we could assemble. We believe that this 
study will prove of value to the Committee. I have it here for inclusion in 
the record, if the committee approves. 

Our studies show that although we have built an average of 1.2 million 
homes a year over the last 4 years, construction volume during the last 3 
has been 20 percent below the peak of 1.4 million homes built in 1950. With 
appropriate aids, the industry clearly has the capacity to build from 1.5 
million to 2 million homes each year. Real progress has been made in over- 
coming the great shortages of housing which accumulated during the war 
years. But little progress has been made toward eliminating slums and sub- 
standard homes inhabited by millions of American families. 

In looking to future housing requirements | believe that you will agree that 
they must be estimated upon the assumption that the Nation will maintain 
full employment, will continue to expand its economy and that our popula- 
tion will grow in keeping with these conditions. 

The 1950 census reveals that we have 15 million substandard homes. They 
do not measure up to American standards of living because they are dilapi- 
dated, are located in slum areas, or lack interior plumbing facilities. More 
than 4.6 million substandard units may be brought up to standard by rehabili- 
tation and modernization. Ten million of these homes must be cleared and 
replaced. Of the total substandard units, 8.9 million are urban, 3 million 
rural nonfarm, and 3.4 million are farm homes. 

Other housing needs arise from the formation of new families, undoubling of 
families now lacking separate homes, the migration of 3 million families each 
year, and the desire and need of many single persons for separate accommoda- 
tions. In addition, homes demolished by fire or other disasters or cleared in 
highway and other construction programs must be replaced. Finally, many hun- 
dreds of thousands of units reach obsolescence each year. These must be replaced 
or our housing condition deteriorates. The sum of these annual requirements 
may range from 1,300,000 to 2,400,000 units per year. If we replace the homes 
which were substandard in 1950 during the next 20 years and at the same time 
meet our annual new needs, we must build from 2 million to 2.4 million new 
homes per year. 

If we do not achieve this level of new construction, we will never be able to 
clear slums and eliminate substandard housing. At present levels of construc- 
tion, our present substandard units will never be replaced, and we will have 
more substandard housing in 1970 than we had in 1950. Even if we build 2 mil- 
lion units a year and rehabilitate 400,000 additional units each year, 5 million 
American families will still be using homes which were substandard in 1950 
when 1970 arrives. 

Recent housing production has been built to serve predominantly those families 
in the upper-income groups. Rapid increases in family incomes have made pos- 
sible the continued sale of homes to these families. In the future, however, if 
we are to sustain a high level of housing construction, we must increasingly 
produce homes for middle- and lower-income groups. 

The record suggests that 1 million to 1.2 million homes can be sold or rented 
each year under conventional systems of financing and Federal aids now avail- 
able. About 600,000 additional units of private housing should be produced and 
financed annually to meet the needs of middle- and lower-income families who 
are not now able to afford new homes. An additional 200,000 units of low-rent 
public housing are needed each year for the next 5 years at least to meet the 
needs of low-income families now living under substandard conditions. In adéi- 
tion, more than 200,000 homes per year are needed by farm families to replace 
substandard units. 

That, in very broad terms, is a brief glimpse at our housing needs and at what 
it would take to put our housing plant in order over the next 20 years. While 
no definitive estimate has been made as to how large a housing program might 
be achievable under the measure now before the Banking and Currency Com- 
mittee, the most optimistic claim that we have heard for it, is something just 
over a million homes a year. If that estimate is accurate, and it came from 
Administrator Cole to representatives of the press when the report of the Presi- 





842 HOUSING ACT OF 1954 


dent’s committee was announced, may I point out most respectfully that it is in 
no way geared to the Nation’s housing need. 

In the development of a comprehensive housing program to meet the Nation’s 
housing needs, we believe it essential to adhere to the following basic principles: 

1. It must provide assurances that the building industry will produce a 
high and stable volume of residential construction. 

2. It must remove from the housing supply by demolition at least 500,000 
units per year of substandard housing. 

3. It must rehabilitate an additional 400,000 or more homes per year 
to preserve the older part of our supply of housing which must remain 
in use. 

4. It must provide some new housing at prices or rents which are within 
reach of every income group. Unless this principle is adhered to, it will 
be impossible to rehouse families displaced by slum clearance, urban re- 
development or enforcement programs, and families forced to move by re- 
habilitation programs. It is also essential in order to assure the sustained 
production and marketing of a high volume of new homes. The present and 
past practice which makes new housing available only to families in the 
highest income groups, tends to glut the market for such homes and pro- 
duces the boom-or-bust building cycle. On the other hand, if some homes 
ean be sold or rented to families of every income group, the market is in- 
creased many fold and production can be sustained indefinitely. Marketing 
some new homes to a wide range of family incomes will also serve to prevent 
excessively rapid deterioration of present values. 

By and large a good job has been done under existing aids in providing homes 
for families whose annual incomes are in excess of $5,000. A large and in- 
creasingly efficient home-building industry has come into being since World 
War Il. Present housing aids have made that record possible. 

S. 2938 places great emphasis on the need for urban renewal and new credit 
aids in an effort to achieve low-cost housing for families of low income. May I 
respectfully say that few if any facts have been presented to encourage us to 
believe that homes for sale or for rent for families of middle and low income 
will result from passage of this legislation. 

We were dumfounded when no provision was made for low-rent public housing 
in the present bill. It followed that we were pleased when Senator Maybank 
moved promptly to correct that situation. We hope that his amendment is 
adopted. 

This is the committee that considers the substance of legislation. It provides 
the forum where the people may meet with their elected representatives and 
present their views. As we all know, the Committee on Appropriations does 
not generally provide such a forum for the public. It does not make exhaustive 
studies into the merits of proposed legislation. To do so would be to destroy 
our basic committee system. Therefore, we cannot urge too strongly that when 
this measure is reported, the Congress will receive the judgment of this com- 
mittee as to the size of a low-rent public housing program as part of the adminis- 
tration’s total housing program. 

The National Housing Conference supports the concept that urban renewal, 
in addition to slum clearance and urban redevelopment, is desirable. Under no 
circumstances should it be considered a substitute for slum clearance and urban 
redevelopment. We caution that the use of new terminology in this legislation 
may make it impossible to move ahead with new slum clearance and urban rede- 
velopment programs because existing State redevelopment legislation conforms 
with the requirements of title I of the Housing Act of 1949. We do feel that 
the trend to encourage rehabilitation is sound and that the more liberal mortgage 
terms recommended in section 220 for housing provided under renewal programs 
are generally desirable. However, we doubt if mortgage terms on old housing 
should be on the same basis as new. 

In any substantial program whether it be called slum clearance, redevelop- 
ment, rehabilitation, or renewal, many millions of families are going to be dis- 
placed. It is generally accepted that about half of the families to be displaced 
under these programs, have such low incomes that they cannot afford housing 
produced by private enterprise even with the new aids proposed in this bill, some 
of which are admittedly experimental. 

Of one thing we may be absolutely certain. Unless provision is made for these 
families, there will be no effective program of urban renewal, or slum clearance, 
or rehabilitation. That fact dictates a low-rent public housing program to care 
for that need. We insist, and the figures bear us out, that if we are to make 
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inroads on slums and do the kind of an urban renewal job that everyone agrees 
is desirable, it will require at least 200,000 and probably more units a year of 
low-rent public housing for the next 5 years at least. At the same time slum 
clearance and urban renewal programs will require homes for families of middle 
and low income which can only be provided with greater government aids, both 
jocal and national, than are recommended in the present bill. These are the 
facts that must be faced up to now if there is to be a dynamic program to meet 
the housing needs of the American people. 

Let me make it very clear that these needs must be taken into account at the 
inception of the program, and adequate housing must be provided for families 
at the time they are displaced by slum clearance and urban renewal operations. 
If slum clearance and urban renewal programs are tried with little or no provi- 
sions made for displaced families, we will simply shift these families from one 
slum to another and create new slums. 

It is our purpose to be constructively critical, The National Housing Con- 
ference, in cooperation with many other public-interest national organizations, 
is working on a program which we hope to submit to this committee and to the 
Congress, and which we feel is essential if housing goals are to be met. We are 
not yet in a position to present final recommendations, but in the meantime we 
wish to offer some tentative suggestions. 

Before getting into them, however, I believe it desirable to restate our com- 
mon objective, namely, finding some way to obtain adequate homes for families 
of low and middle income at monthly costs these families can afford to pay. We 
do not believe that the way to achieve that objective is by setting some arbitrary 
cost figure which we know to be unachievable in metropolitan areas of greatest 
need right at the very start. By ignoring or reducing standards for decent 
family living which would be inexcusable under our economy, cheap shelter could 
be produced. It has been done. Zero, 1- and 2-bedroom, homes have been built 
at comparatively low cost for families whose need to a very large degree was 
for 3- or 4-bedroom homes. By ignoring minimum standards not only for space 
but of basic materials potential slums have been created. That kind of a program 
is neither economically nor socially desirable. The proposed renewal program is 
aimed toward the elimination of past mistakes of this very type. By establishing 
an arbitrary $7,000 cost limitation in section 221, we may be offering the industry 
a challenge, but we venture to predict that practically no homes meeting minimum 
standards for family living will be produced in the areas of greatest need. 

If it is the decision of this committee to approve the experimental program 
aiming for a $7,000 house for families displaced by renewal or other public 
programs, we hope that minimum space and construction standards will be 
insisted upon. We suggest also that since the program recommended under 
section 221 is admittedly experimental, that semiannual progress reports from 
FHA to the Congress would be most desirable. We recommend that such a report 
should be by geographic area, locality, and by the race of occupants. The 
number of units insured under this section should be reported, showing the 
nuinber located within corporate limits of localities, size of units by square feet, 
and the number of bedrooms. We believe that the Congress would be inter- 
ested also in the items of equipment or finish that are not included in the sales 
price, the FHA valuation, the number built for sales and rent, and the esti- 
mated total monthly housing expenses of sales units and gross monthly rental 
of rental units, as well as the gross annual family income of families purchasing 
and renting. If this program is to serve to reduce pressures for low-rent public 
housing, this information is essential to weigh one against the other. 

In developing a total housing program, we feel that it is inexcusable to do 
so without relating it to the needs of families in the various income groups. 
That is why we place so much stress on the examination of need. We do so 
because we believe that the President, the Congress, and the American people 
desire to put their national house in order, and to do so they want to know what 
the total job requires. The challenge to the housing industry, to our financial 
institutions, to our Government, and to all of us, is that we are faced with a 
job of staggering proportions. We believe that there is the ingenuity, the 
desire, and the ability in this country to accomplish the job. We may have to 
inilor it over a 20-, 30-, or 40-year period. But we feel we are sufficiently adult 
ro face the facts—and that the job can be done. 

It must be recognized at the outset that the Federal Government is going 
to have to assume certain risks. We have to believe in our country’s future, 
we have to move ahead with the knowledge that we have the brains and the 
power to maintain a full economy and full employment. A strong, vital housing 
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industry can contribute more toward the realization of that objective than any 
ether single industry. A shelf of public works as a backstop to recession or 
depression is doubtless desirable. But a truly dynamic housing program which 
provides great social as well as economic returns will do more toward maintain- 
ing our economy than any conceivable shelf of—or even operating public-works 
programs. Our national experience has taught that lesson unmistakably over 
the last two decades. We do not advocate a realistic housing program merely 
for the sake of housing, or for its social gains. We believe that it can and must 
be a continuing, living force in our total economy. 

Having faced the facts, how do we go about the job? First of all we agree that 
there are minimum standards of housing for decent family living below which 
this country cannot go. Therefore, we have to devise means for providing homes, 
built to adequate standards, available to families of middle and low income at 
different monthly costs based on the family’s ability to pay. We agree that 
private enterprise must be responsible for as much of the total job as possible, 
and to achieve that end a range of credit aids is essential in order to provide 
some new homes to each income group. 

First, we need to maintain the present volume of private residential con- 
struction, with Federal aid, in the price classes now served by the building in- 
dustry and the price classes immediately below. 

The record indicates that in the northeast and larger metropolitan areas, even 
small new homes cost $10,000 and present financing plans serve families with 
incomes of $5,000 and $6,000, and a very small fraction of families with incomes 
of $4,000 to $5,000. On the other hand, the same aids in southern, some western, 
and smaller communities may make it possible for families with incomes of 
$4,000 to $5,000 to purchase acceptable homes costing $7,000 to $8,000. 

We feel that these houses of 2 and 3 bedrooms definitely represent a standard 
of construction and design below which we cannot go if decent standards of living 
are to be maintained. The problem is—how do we get homes of at least that 
standard to families with incomes below $5,000 in the higher cost areas and be- 
low $4,000 in the low-cost areas, and do it in the framework, insofar as possible, 
of private enterprise? 

We believe that moderate increases in FHA mortgage allowances and exten- 
sions of amortization periods to 30 years for new construction, will assist this 
process. We believe that extension of amortization periods on old homes and 
provision of liberal credit for $25,000 luxury homes will divert funds from low- 
cost new construction and increase insurance losses. With these exceptions, how- 
ever, we support the extension of FHA aids as a means for sustaining the volume 
of construction of homes for higher income families, 

Second, there is an acute need for the expansion of private housing construc- 
tion for families with incomes of from $8,000 to $5,000 annually. When examined 
on a local basis, present private housing production serves only families in the 
upper 40 percent of the income range. Sixty percent of our families cannot 
afford new houses for rent or for sale at current prices. This group includes 
large numbers of families now living in areas which are to be cleared or rehabili- 
tated under this bill. Relocation housing, not now available, must be provided 
for them. 

These needs must be met by a comprehensive system of credit aids, with 
amortization periods of up to 40 years and interest rates ranging from 4% percent 
to 2% percent. The 40-year 4% percent FHA-insured loans proposed in the 
pending legislation for families displaced by urban renewal projects, if extended 
to all families at a $10,000 instead of $7,000 cost, would meet the needs of 
families of upper middle-income groups—but more effective financing methods 
are required to serve the larger part of this need. Let me illustrate this need 
as it exists in northern cities today: 

At present building costs, new private housing in northern cities serves 
families with incomes of $5,000 and above. A few families of small size and with 
incomes of $4,500 to $5,000 may be able to purchase or rent new housing. The 
4% percent 40-year loan terms would make it possible for families with incomes 
of $4,500 and down to $4,100 to acquire new low-priced houses. This group 
comprises 8 percent to 10 percent of the population in such cities, but half of all 
families have incomes below this level. 

If financing was to be made available for 40 years at 8% percent, families with 
incomes of from $4,100 to $3,700 would be brought into the market for new 
housing. This group accounts for an additional 10 percent of the population 
of northern cities. We believe that such terms must be made available to 
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accommodate families displaced by urban renewal activities, to accommodate 
other families who are unsatisfactorily housed, and to increase the volume of 
residential construction. 

Finally, there remain in northern cities some 40 percent of all families with 
incomes below $3,700 per year. Of this group, families with incomes of $3,700 
to $3,300 could be accommodated in new housing of financing were available on 
40-year terms with 2% percent interest rates. This group constitutes roughly 10 
percent of the families in northern cities. To reach this income level, modest 
price reductions or price concessions by builders would be required in conjunc- 
tion with these liberal terms. 

telow the level reached by these suggested credit terms, there will still re- 
main about 30 percent of all families who cannot be served by new private 
housing even under the terms described above. An adequate supply of public 
housing is essential to house such families. 

These same cost and income relationships appear to exist in southern areas 
and in smaller communities where incomes are lower and building costs are also 
lower. In such areas 4%4-percent 40-year loans will serve families with incomes 
of $4,000 to $3,300; 344-percent 40-year loans would serve families in the $3,300 
to $3,000 income range; and 2% percent, 40-year loans with some price conces- 
sions would serve families with incomes of $3,000 to $2,600. 

These income groups, ranging from $5,000 to $3,000 constitute about a third 
of our population, or 12 million of nonfarm families. They are the families 
who cannot afford new housing under present financing terms. They are the 
families who account for half of the occupants of substandard and blighted 
areas proposed for clearance or rehabilitation. Unless new housing is available 
for them, urban renewal cannot proceed, housing shortages cannot be elimi- 
nated, and housing construction cannot be raised. 

Private lending institutions apparently will not or cannot make loans on any 
of the terms proposed above for the financing of housing for middle-income 
families. Representatives of lending institutions have testified to their un- 
willingness to make 4%4-percent, 40-year loans even when fully insured by FHA. 
The administration’s housing bill recognizes this and proposes that the Federal! 
National Mortgage Association be authorized to make such loans. We believe 
that the administration’s proposals are inadequate, and that the existing FNMA 
should be authorized to make such loans on 200,000 homes. After these loans 
have been made and have matured somewhat, it should be possible to market 
a substantial portion of them to now hesitant or reluctant lending institutions. 
Similarly, with the 3%-percent and 24 -percent loan terms, we believe that 
they should be made by the Federal National Mortgage Association and be built 
under FHA inspections, so that at some future time they may be insured and 
marketed if they become attractive to private lenders. 

We urge that the Federal National Mortgage Association be authorized to 
make such loans, obtaining the funds through sale of debentures guaranteed by 
the Government. A sufficient volume should be authorized to meet all relocation 
needs, and to bring private housing construction under this and other programs 
to 1,600,000 units per year of nonfarm housing. This program would require 
substantial Government borrowings, all of which would be fully backed by mort- 
gage loans. It would not involve any current appropriations, but like the GI 
loan program, it would involve the assumption by the Government of the risk of 
future losses. 

Simple controls on incomes, administered through normal credit channels, 
could assure that these loans would be made only for housing which served 
middle income needs. Doubtless many builders would be willing to make a price 
concession of 5 percent or 10 percent where such credit was available in view of 
the reduced selling costs and risks involved in marketing such homes. With such 
Federal credit aid it would be possible to provide some new housing at income 
levels just above the maximum incomes allowed in public housing. Such housing 
would accommodate families displaced by urban renewal and would permit the 
speedier removal of families from public housing as they reach the income limits 
for continued occupancy. 

We believe that all of these credit aids should be made available to cooperative 
or other nonprofit housing ventures and that such applications should receive 
preference. We have over a period of many years supported, and we still do 
recommend the kind of cooperative housing program proposed by Senator May- 
bank and Senator Sparkman in 1950 which was approved by this committee in 
May of that year. It was defeated in the Senate by a vote of 43 to 38. 

We also believe that all private housing built with Federal credit aid should 
be built according to adequate standards of construction and design. The 
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Federal Government should have no part in the building of substandard or 
partially substandard homes. 

In addition to these programs of direct aid to housing, I should like to 
enumerate briefly some other proposals which we consider essential as parts of 
a comprehensive program of housing and urban renewal: 

1, Decisive steps are needed to establish effective metropolitan planning 
and market analysis. Federal grants should be coupled with strong incen- 
tives for such action on a local basis. 

2. Substantial proportions of all Federal credit aids should be earmarked 
by law for the use of minority groups, veterans, the aging, and cooperatives. 

3. The housing research program should be reactivated at once. 

4. Additional credit aids are needed for farm housing and for rural non- 
farm areas. 

Mr. CHAIRMAN. I believe that I have made our support of low-rent public 
housing thoroughly clear. As the first step, we urge that restrictions placed on 
the public-housing program in the Appropriation Acts for 1953 and 1954 be 
rescinded so that the provisions of the Housing Act of 1949 may again become 
operative. 

We also urge an additional authorization for slum clearance, urban redevelop- 
ment and urban renewal programs, These projects normally require 2 to 3 years 
of advance planning. Thus, the failure to increase the authorization now, 
means that the proposed program will slow down or stop, 2 years hence. In 
addition, to the extent that current funds may be diverted to renewal projects, 
funds presently available for clearance projects will be reduced. We hope that 
the Congress will expand and not reduce these programs. We suggest additional 
authorizations of $200 million for grants and $400 million for loans. 

Mr. Chairman and members of the committee, you have been most patient. 
May I express our deep appreciation for this opportunity to express our views 
on 8. 2938. 


NATIONAL HOUSING CONFERENCE, INGC., PRELIMINARY EsTIMATE OF Housina NeEps, 
1955-70 


Prepared by: Dr. William L. C. Wheaton, professor of city planning, University 
of Pennsylvania, for the National Housing Conference, Inc., 1129 Vermont 
Avenue NW., Washington 5, D. C., March 11, 1954 


EARLIER ESTIMATES OF HOUSING NEED 


Estimates of housing need have been prepared by a large number of organiza- 
tions and individuals in recent years. During the debates which preceded the 
adoption of the Housing Act of 1949, leaders of the homebuilding industry or 
their spokesmen generally adopted the view that the sustained contruction of 
more than 900,000 units a year was impossible or in any event undesirable. A 
number of estimates in the range of 600,000-900,000 units per year were proposed 
to congressional committees considering housing policy." The subsequent 
achievements of the industry in producing nearly twice the volume suggested by 
these leaders is evidence of the inadequacy of their estimates. 

In 1944 the National Housing Agency estimated postwar housing needs at 
1,200,000 units per year. This estimate, called fantastic by some business leaders 
at the time, has proven to be much closer to subsequently attained levels.?7 On 
the other hand, even this estimate appears to have understated the potentials 
of the economy, for it assumed that a very large share of the estimated needs 
could be met only by the replacement of existing housing. Later and higher 
estimates by the Housing and Home Finance Agency are based upon similar 
assumptions.’ Perhaps the dominant characteristic of these estimates is their 
pessimism concerning the economic future of the country. This was most suc- 
cinctly stated by one distinguished housing expert in a report prepared for an 
industry group which suggested that production levels of more than 900,000 units 
a year would be undesirable because they could not be sustained for more than 


* Hearings before the Subcommittee on Housing and Urban Redevelopment of the Special 
Committee on Postwar Beonomic Policy and Planning, pp. 1658-1675, 1841, 1986, 2078, 
2171, 2210, Washington, Government Printing Office, 1946. 

* National Housing Agency, Housing Needs, National Housing Bulletin No. 1, Washington, 
1944. 

* Housing and Home Finance Agency, How Big Is the Housing Job? Washington, 1951. 





a, short 
homes 
quences 
if th 
our cal 
ments | 
Americ 
structi: 
ment 0 
housin: 
were § 
intend 
the ma 
output 
replac 
progra 


The 
stated 
declin 
steadi 
forece 
growt 
mate 
have 
the ix 
exten 

The 


a 


\ 


; 
‘ 


Tr 
furtl 
stab! 
that 
dow! 


HOUSING ACT OF 1954 847 


gs, short period of time. This expert predicted that the construction of 1.5 million 
homes would produce immense and immediate instability. These dire conse- 
quences have not appeared in the boom building years 1950-53." 

If the estimates of business leaders and official agencies have underestimated 
our capacity to produce and consume housing, other estimates of higher require- 
ments have failed to be realized. Thus the National Housing Conference and the 
American Federation of Labor estimates of the same period, calling for the con- 
struction of 1,800,000 units or more per year assumed very high levels of replace- 
ment of existing units, and substantial programs of slum clearance and public 
housing.® Although the Congress authorized such programs, these authorizations 
were subsequently reduced and have never been carried forward at the levels 
intended. It is now evident that all of these estimates have underestimated 
the market demand for new housing under conditions of full employment and high 
output, and have overestimated the willingness or capacity of the country to 
replace substandard housing through slum clearance and _ public-housing 
programs.° 


ASSUMPTIONS OF THIS STUDY 


The major weaknesses of many earlier studies derive from the assumptions, 
stated and unstated, which underlay them. They have assumed a stable or 
declining national output while the postwar economy has been characterized by 
steadily rising employment and productivity. They were based upon population 
forecasts which have proven to be consistently below subsequent population 
growth. Estimates of family formation, too, have been substantially below ulti- 
mate levels. In their analysis of the housing market itself many of these studies 
have apparently underestimated the willingness of families to purchase homes, 
the influence of liberalized federally aided credit upon the market, and the vast 
extent of suburban building. 

The assumptions upon which this study is based are as follows: 

1. Continued expansion of our economy, and a steady rate, full employment 
and continuing increases in productivity. 

2. Expenditures for national defense no greater than those of 1953—54 

3. Continued high increases in population and family formation in keeping 
with a prosperous econon.y. 

4. An active desire on the part of the American people for higher stand- 
ards of living, including higher housing standards but not at the expense of 
other essential expenditures. 

5. Extension and expansion of Federal and local aids to housing to assist 
in achieving these goals. 

These assumptions will be adhered to in the estimates of this study. It is 
further assumed that housing will be utilized to the fullest extent possible to 
stabilize economic trends and to assure continued economic expansion in short 
that housing production will be maintained or increased in the event of marked 
downturns in economic activity. 


FACTORS AFFECTING HOUSING REQUIREMENTS 


kuture housing requirements are a function of population growth, family 
formation, migration, losses of housing units, obsolescence and deterioration, 
undoubling of families and vacancy and occupancy rates. These factors are 
influenced to a considerable extent by changing housing standards, changing 
market preferences, by general economic conditions and by market demands in 
the light of available credit. The most important of the above-named factors 
are discussed in the following sections and are summarized in table 1. 


* Miles L. Colean, Future Housing Demand, the Producers Council, Washington, 1948 


Acknowledgements: The author wishes to acknowledge the assistance provided by the 
Housing and Home Finance Agency, Office of the Administrator, Federal Housing Adminis 
tration and Public Housing Administration, the Bureau of the Census, the Twentieth 
Century Fund, the American Federation of Labor, the Congress of Industrial Organizations, 
the National Association of Real Estate Boards and the National Association of Home 
Builders in supplying data for this study. He is especially indebted to several of the 
directors of research of these organizations for critical comments and suggestions. The 
conclusions are, of course, those of the author. 

5 Estimates by 14 organizations and persons are summarized in United States Congress, 
80th Cong., 1st sess., Hearings of the Joint Committee on Housing, September 10—19, 1947 
pp. 49-55. 

*For other estimates of. J. Frederick Dewhirst & Associates, America’s Needs and 
Resources, Twentieth Century Fund, New York, 1947: Charles Abrams, the Future of 
Housing, Harper & Bros., New York, 1945; and XII Law and Contemporary Problems 1, 
1947 
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Family formation 


Ustimates of family formation have been developed from marriage rates, less 
allowances for divorce, death, and other dissolutions. When so developed the 
estimates considerably understate housing requirements. While most, but not 
all marriages result in additional requirements for separate housing accommo- 
dations, few dissolutions of families result in reduced housing requirements, The 
widow, widower, or divorced person with children will usually give up separate 
housing accommodations only under strong economic compulsion. An increasing 
number of aged persons appear to prefer to maintain separate accommodations 
after the death of the spouse, and this is particularly true where the accommoda- 
tion is suited to the need of aged persons. Old-age and survivors insurance, 
private pension plans, aid for dependent children, and veterans’ benefits for 
widows and orphans, are steadily raising the ability of these classes of families 
to maintain separate households. 

Current estimates of future family formation range from as low as 275,000 per 
year for the remaining years of this decade to the 2 million per year estimate of 
the National Association of Home Builders for the later years of the next decade." 
The marriage rate has fluctuated from under 1 million to over 2.2 million in the 
last 20 years. The range of net new social family formation shown is from 6 
million to 10 million per decade. This does not include single person families 
which are discussed below in connection with undoubling. If these were to be 
included in the estimate, the high estimate should be increased. 


TABLE 1.—F'actors affecting nonfarm housing requirements per decade? 


{In millions] 


RECURRING REQUIREMENTS PER DECADE 




















Units required for— | Low | Medium! High 

SURE DEERRAE GERRGEOE ERR 

Additional household formation....._.._...-~-- all 6.0 28.0 10.0 
ok LLC Enea iene 3.0 | 5.0 7.5 
Replacement of annual losses__- , | 1.1 1.3 1.6 
Replacement of units becoming obsolete or substandard | 2.8 3.8 4.8 
I sane» daodathninnenituinndienencoii | 12.9 18.1 23.9 

NONRECURRENT REQUIREMENTS 
ie anceticeadlleaineacncomn eteiaeaeatiieamanatiiei etait teeinemeinnataaiiads —y ies _ 

Replacement of units substandard in 1950____ od. apd. ccbotiies.cat, bi, 6.8 8.3 10.2 
Undoubling of families doubled in 1950__.______ - ntsdddiestkcstndil 1.0 1.2 | 1.5 
Undoubling of single persons.....................-. : nnntal 2] .8 1.2 
Overcrowded fafnilies in 1950 et ii Ae Sean cn .5 | 1.0 1.6 
Adequate available vacancies, 1950_.___._.__...___.....-.-.-..-- 1.1) 1.6 2.2 
IN io. ccc hdsnecatiicns Auten Tales cnat Soe ee 9.6 | 12.9 16.7 





1 See text for basis. Low may be low estimate or early in the 1955-65 period. High may be high estimate 
or late in 1955-60 period, 


2U. 8, Census Series P20, No. 42, 1952, high. The census low of 2.75 could arise only under conditions 
of disastrous economic depression. 


Migration 


The migration of people from one area to another may result in increased hous- 
ing requirements where in-migration is not balanced by out-migration. Those 
moving into the country from other countries, and those moving from areas of 
stable or declining population to areas of rapidly growing population create such 
needs.6 From 25 to 30 million persons move annually, and about a third of these, 
8 to 10 million, move across county lines. There is a steady movement of per- 
sons into the country, and of the rural or farm population to urban areas. Of the 
10 million persons who moved across county lines in 1950, 9 million were members 
of families who presumably created demands for about 3 million dwellings.’ 


™Cf. U. S. Census Series P20, No. 42, 1952; NAHB Correlator, February 1954, pp. 4, 5. 
The National Association of Real Estate Boards estimates these at 700,000 per year cur- 
recently. Cf. Address of Charles B. Shattuck, president, 46th annual convention, Nov. 


Cf. BE. E. Ashley: Mobility and Migration as Factors in Housing Demand, Housing 
Research, October 1953 


®°U. S. Census, Series P 20, No. 39, 1952. 
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Since a considerable part of this movement is to urban communities in the South 
and West where it results in net in-migration, it must be presumed that at least 
between 10 and 25 percent of this movement creates new housing requirements. 


Replacement of current losses 


The National Housing Agency and the Housing and Home Finance Agency esti- 
mate that 40,000 homes are lost each year as a result of fire, windstorm and other 
types of demolition. To these annual losses there is usually added 300,000 tem- 
porary war and veterans’ units required to be removed during the current decade 
if only by their physical deterioration. Thus it is customary to estimate 70,000 
units per year as current losses requiring replacement. 

These estimates require radical revision if only in the light of current urban 
highway construction. A modern urban superhighway built through developed 
areas will require clearance of from 250 to as high as 1,000 homes per lineal mile. 
If each metropolitan area built only one mile of such highway each year, and if 
the demolition requirements in the five lurgest cities were at the upper limit and 
all others at the lower limit suggested above, the total would be in excess of 40,000 
homes per year. In some of our largest cities, demolitions resulting from high- 
way construction have greatly exceeded demolitions from all other causes 
throughout the postwar period. With urgent highway needs measured in tens 
of thousands of miles, and current Federal-aid programs including approximate- 
ly 30,000 miles, it is clear that losses from this source alone will be exceedingly 
high for the next two decades. For current purposes it is assumed that losses 
from all causes will be 1,100,000 per decade in the 1950’s and 1,600,000 during the 
1960's, equivalent to previous estimates of loss plus one mile per metropolitan 
area in the former period and 2 miles per area in the latter. 

Other losses not accounted for here include abandonments and conversions to 
nonresidential use. One expert estimates that the latter alone exceed all extra 
units gained by conversion. One group of Government officials concerned with 
housing statistics has reached the tentative conclusion that 200,000 units are lost 
each year through demolition, abandonment, and conversion, and that 100,000 
are gained each year through conversion, for a net loss of 100,000 units. This 
estimate accords with the estimate above arrived at on other grounds. 
Obsolescence and deterioration 

More than 6 million of our present housing units were built before the be- 
ginning of this century, and will be 60 or more years old by the end of this decade. 
Many of these are now dilapidated and should be replaced immediately, but 
many of them are merely old, obsolete, and now deteriorating and at a rate re- 
flecting their age. Some 1,400,000 of these units, now standard but becoming 
75 years of age or older by 1960, should be replaced during the next decade, 

With our present housing stock of over 50 million homes, it will be necessary 
to replace 500,000 units per year in order to replace homes at 100 years of age. 
Many hundreds of thousands of fine old homes will doubtless continue to be well 
maintained, and will retain historical, architectural and other qualities worth 
preserving. But the speculative homes of the Gothic period, and millions of drab 
shacks built since 1900 lack these fine qualities. Their useful life as structures, 
and the useful life of the neighborhoods they comprise, will be long past at 
60 years. Applying this, standard would necessitate the replacement of 2.8 
million homes during the 1960's and 4.8 million in the succeeding decade.” 


Substandard housing in 1950 


Housing standards are not fixed and invariable. A wide range of judgment is 
involved in determinations of substandardness. What is standard for a primi- 
tive economy (mud huts) will be substandard for a more advanced economy. 
Standards are therefore in part determined by resources. In a society of abun- 
dant resources and high output, standards should rise steadily. There is no 
apparent reason why ali American families should not have good homes, within 
the next generation. This was particularly apparent during the 1930’s when 
idle labor and unused materials led to the adoption of Federal aids to housing. 
The Congress has subsequently adopted a national goal of “a decent home in a 
suitable living environment for every American family.” 

Table 2 reveals the most serious inadequacies of our housing supply in 1950. 
For many years official agencies have used the standards of structural soundness 
and lack of plumbing facilities as measures of substandardness. -Opinion has 


* The NAREB estimate of demolition requirements is 300,000—400,000 per year. Cf. 
Shattuck, op. cit. 
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varied as to whether farm or country homes which lacked running water should 
be considered substandard. Under the assumptions of this study, of a rising 
standard of housing, it is assumed that all families, rural and urban, should 
have interior plumbing facilities. 

According to the most recent census of housing, 10 million nonfarm dwelling 
units were dilapidated or lacked running water. This number includes farm 
residences in standard metropolitan areas. In addition to these dilapidated or 
substandard structures, 1.9 million other units were located in blocks containing 
more than 50 percent substandard units. These units contain structural and 
plumbing deficiencies not sufficiently serious to be recorded by the census, but 
their environniental substandardness is clear. They would almost certainly 
be demolished in any program of slum clearance.” 


TABLE 2.—Substandard housing units in the United States requiring replacement 
or rehabilitation, by condition and location, 1950 


[In thousands] 


] 
|Substandard| Requiring | Requiring re- 
| total replacement habilitation 


meprealeas 


Urban housing: ! 
Dilapidated_____._- oe See: > 2, 217 
Lacking plumbing or running water__- 4, 721 
In substandard blocks ?_______. ‘ 1, 993 


| 


Total urban 
Rural nonfarm housing: * 
Dilapidated___. gybtsuarinhbGiaaetie dh iniiiednaiaies 
Te | ee k 
Total rural nonfarm - . -- 
Nonfarm total _._- 
Farm housing: ¢ 
Serious deficiencies _____. 
Other deficiencies 
Total farm... _...._- 


All housing 








! All housing in standard metropolitan areas. 

§ Additional units in blocks more than 50 percent substandard. 

3 Nonfarm units outside 8. M. U’s. 

‘ Farm units outside of S. M. U's. Deficiencies based on U. 8. Department of Agriculture data 
5 500,000 units abandoned and not replaced. 


Only 23 percent of our farm-housing units meet these urban standards. ‘Thus, 
by census criteria and urban standards, 4.9 million farm homes are substandard. 
The Department of Agriculture surveys of farm housing suggest, however, 
that by farm standards, only 3.4 million farm homes are substandard, 2 million 
of which contain serious deficiencies requiring replacement, the remaining 1.4 
million being remediable.” 

Not all substandard dwellings need be demolished and replaced. A basically 
sound structure, lacking running water or a toilet, may be brought up to standard 
by relatively minor repairs and the installation of plumbing facilities if the 
structure is located in a sound neighborhood. On the other hand, where the 
structure is located in a slum, the installation of plumbing or heating facilities 
may be economically unsound. The rents required to finance the improve- 
ments may exceed the levels which renters are prepared to pay in slum areas, 
While precise data is lacking on the location and character of all housing units 
which are substandard because of plumbing deficiencies, data are available on 
2.7 million urban units which are located in substandard areas. It is reasonable 
to assume that these must be replaced. The remaining 1.9 million are in rela- 


4 Slum clearance projects to date involve clearance of 20 percent of standard units and 
80 percent substandard units. The proportion in the blocks mentioned above is 28 to 72 
percent. 

2“ This report draws upon tabulations of Census and Agriculture Department data pre- 
pared for a_new edition of America’s Needs and Resources, by J. Fredetick Dewhirst & 
Associates, Twentieth Century Fund, to be published in fall 1954. 
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tively scattered locations and may be brought up to standard. It is further 
assumed that two-thirds of the rural nonform units which are substandard 
because of plumbing deficiencies may be rehabilitated. One-third would then 
require replacement. 

Of the 3.4 million substandard farm units, 2 million with serious deficiencies 
are beyond repair, but 0.5 million of these may be abandoned, leaving a 1.5 
million replacement goal.” It is assumed that all of the remaining substandard 
units can be rehabilitated. Thus, of the 15.3 million substandard units in 1950, 
a total of 10.2 million must be replaced, 4.6 million must be rehabilitated, and 
0.5 million abandoned. 


Undoubling 

In recent years the number of doubled-up families has been reduced steadily. 
Nevertheless, over 1.7 million social families were still without separate housing 
accommodations in 1950. An unknown proportion of the doubled families and 
single persons prefer to share housing accommodations with others for health 
or other reasons. For many, however, doubling up continues because of economic 
necessity or housing shortage. Under conditions of sustained prosperity and 
more adequate social-security and old-age allowances, the number of doubled 
families should be reduced steadily. It may be assumed that under these con- 
ditions upward of two-thirds of such families might prefer separate accommo- 
dations. 

In addition to these families, there were in 1950 some 10 million adult single 
persons not in families of whom about one-third occupied separate house- 
holds. This number may be expected to increase sharply with sustained 
prosperity. An important future influence upon single-person families is the 
growing number of aged persons able to maintain separate accommodations. 
If a number equivalent to one-tenth of these persons, those with incomes of 
over $3,500 per year, were to establish separate households, a million additional 
housing units would be required. Thus, the combined undoubling of families 
and single persons during the next decade might vary from 1.2 million (two- 
thirds of married doubled, no single) to 2.7 million (all married doubled and 
one-tenth of single). 

Overcrowding 

In 1950 over 6.6 million families (census households) were living in dwelling 
units which provided more than 1 person per room.“ Over 2% million families 
were seriously overcrowded with more than 1.5 persons per room. 

During the postwar years, several million young couples purchased small two- 
bedroom houses with floor areas far below those considered acceptable in prewar 
years. The continued high rate of births and the steady rise in the number of 
second, third, and fourth children born suggests that a large proportion of these 
owners of too-small houses already are seriously overcrowded as measured by 
number of persons per room and that this number will increase. 

Because of the overlap between families overcrowded and families living in 
substandard homes, only a quarter of the number of overcrowded homes are 
shown with other measures of need in the summary table. The range of esti- 
mates is from one-fourth of units containing more than 1.5 persons per room to 
one-fifth of units containing over 1 person per room. Under the assumptions of 
this study, a rising standard of housing should not require 5-person families 
to live in 2-bedroom homes. The estimates, therefore, leave three-fourths of 
the undoubling preblem. for future decades. 

Vacancies 

The number of vacancies required to permit freedom of choice’ in the market, 
and to allow for mobility has been variously estimated at from 3 to 6 percent of 
supply. The number of available vacancies in recent years has been only about 
one-fourth of the nominally vacant units, a large proportion of which are dilapi- 
dated, seasonal, or not on the market. To achieve an available vacancy rate 
of 3 percent it might be necessary to have at least a total 6 percent vacancies. 
A further consideration is raised by our annual volume of family movements, 
involving nearly 28 million persons including about 3 million families in 1950-51." 





* Census figures suggest 3.2 substandard farm units, of which 2.4 are dilapidated. 
*U. S. Census. Housing Census, vol. I. 
1° A 5-percent rate is considered desirable by the realtors; ef. Shattuck, op. cit. 
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PROGRAMING HOUSING NEEDS 


The total housing requirements shown in table 1 suggest that we must build 
from 1.3 to 2.4 million units per year to meet our growing housing needs and 
must in addition replace accumulated deficiences of the past of from 9 to 16 
million units. Clearly all of these needs cannot be met at once, nor would it 
be economically wise to do so. Some of these needs tend to overlap, i. e., new 
family formation and undoubling, replacement of substanard houses and provi- 
sion of homes for overcrowded families. Some orderly basis is required for esti- 
mating the changing volume of current housing requirements and for scheduling 
the replacement of existing substanard units. The first of these requirements 
will be served by the measure of household formation. 


Household formation. 


Census projections of household formation involve circular reasoning to some 
extent since household formation is in some degree dependent upon the volume of 
residential construction and remodeling. Nevertheless census definitions of 
households have been sufficiently loose to reflect the improvised housing condi- 
tions which families desiring separate accommodations have adopted in the past. 
Thus the room or rooms with an electric hotplate and a shared bath and occupied 
by a man and wife are a household to the census taker. These conditions reflect 
an active desire for separate dwelling accommodations whether or not that goal 
has been reached in some more refined sense. The census household thus reflects 
in part the housing shortage. 

Household size has declined steadily for the last generation. The decline was 
approximately the same in periods of prosperity and depression as is shown 
in table 3. This decline in average household size reflects both the smaller 
size of families containing two or more persons, and the larger number of single 
person families who desire and can afford to maintain separate housing accom- 
modations. It is a measure also of rising standards of housing space and privacy. 
Continued declines in household size would reflect continued increases in housing 
standards in this sense. 

The total future population of the United States is also shown in table 8. 
This is the most recent “high” estimate of the United States Bureau of the Census, 
and is thus consistent with assumptions of sustained prosperity. It should be 
noted that census estimates for the last 20 years have generally underestimated 
future population growth. Absolute and specific birth rates and marriage rates 
have been higher, and death rates have been lower than those used in even the 
so-called high projections. Under conditions of sustained economic growth, these 
estimates may well prove below actual growth. 

Total population and average household size have been used to project housing 
requirements by 5-year periods from 1955 to 1970 in table 4. Using this method, 
it is first necessary to reduce the total population by the number of persons not 
in households. An arbitrary percentage, approximately that of 1950, has been 
used as a constant. A 20-percent increase in this constant would reduce annual 
construction requirements by 4 percent in 1960. The resulting population in 
households is divided by a straight-line projection of the 1930-50 trend in number 
of persons per household. The result is increased by 4 percent to allow for neces- 
sary vacancies. A note to the table gives alternative estimates based upon a 
higher average family size and upon the assumption that family size approaches 
some constant in 1970. 

The method suggests the number of housing units which will be required at 
different future dates and the annual volumes of construction required during 
successive 5-year periods to achieve this stock. The population used is total 
population, farm and nonfarm. The housing units shown as required would be 
necessary to accommodate future population growth, future reductions in family 
size, increases in the number of single persons desiring separate accommodations, 
and reductions in the number of nonfamily households. The measure accounts 
for the undoubling of families now doubled. Finally, as used here, the measure 
assumes the same rate of progress in the relation between population and housing 
that obtained during the last 20 years. a 

The table indicates that we will require approximately 1.43 million new units 
per year from 1955 to 1960, 1.65 million new units per year from 1960 to 1965, 
and 1.74 million new units per year from 1965 to 1970 to house our growing 
population adequately. It should be noted that this measure produces results 
which are below the “medium” estimates of need in table 1. The method is 
used, nevertheless, because it suggests time periods within which houses are 
needed. 
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TABLE 3.—United States population and average household size, 1930-70 


Average | verage 

| Population ! eee Population ! | Ba a 
(millions) ; ‘ (millions) c . 10 
Size * 


Year 


1930 . 22. 1960 
1940... 31.6 3. 67 1965. 
3.39 || 1970_. 
$3.35 | 
1 United States census. Series P-25, No. 78, 1953 
? United States census. P-20, No. 41, 1952; and P-20, No. 35, 1951. 
* Straight-line projection of 1930-50. 1952 is 3.34 


Replacement rates 


In addition to these requirements for new population and new families, the 
Nation must replace the 10.2 million substandard units requiring replacement 
shown in table 2. If these units were to be replaced in the period 1955-65, we 
would have to build nearly 2.5 million homes in each of these years. This could 
not be accomplished in the immediate future without inflationary pressures unless 
other construction drops seriously and unless there is a substantial drop in arma- 
ment production. From a purely housing standpoint, it would be undesirable 
to attempt any such volume of replacement until new homes are available to 
accommodate those displaced from substandard homes. 

For these reasons it would appear to be both economically and socially desir- 
able to spread the replacement task over a 20-year period. If this were done, 
the volume of current construction would have to be increased steadily and rap- 
idly, but within magnitudes which could be readily achieved by the building 
industry. Such a program would permit relocation to proceed in a more orderly 
and humane fashion, and would be more nearly in keeping with the capacity of 
our cities to plan for slum clearance and redevelopment. 

Finally, if the replacement job is scheduled over a 20-year period, the annua! 
volume of new building for replacement will be stabilized over a 30-year period 


For by 1975, when the job of replacing our 1950 substandard homes is completed, 
we will have to continue replacement construction at the rate of 500,000 units 
per year merely to replace dwellings then becoming 70 years old. Indeed, a 
step-up of replacement construction to a level of over 600,000 units per year would 
be necessary to cover the 1950-70 backlog of deteriorated dwellings during the 
succeeding 20 years. 


Construction program 


Requirements for additional residential construction for new household forma- 
tion, and for replacement of units substandard in 1950, are set forth in table 5 
Additional housing needs are those shown in table 4, ranging from 1.43 million in 
1955-60 to 1.74 million in 1965-70. Replacement of the 10 million 1950 sub- 
standard units is spread over 20 years at 500,000 per year. To these must be 
added replacement of current losses here scheduled at 100,000 to 160,000 per year 
or somewhat below the estimates shown in table 1. The resulting new construc 
tion requirements are 2.03 million per year for the period 1955-60, 2.28 million 
for the period 1960-65, and 2.40 million for 1965-70. In periods after 1970 the 
new construction rate should be above 2.60 millions. 

Some part of these requirements could be met, of course, by the conversion of 
existing larger homes and apartments into smaller apartment units. When such 
conversions are made without structural and plumbing changes, they usually 
produce substandard or nearly substandard units. When accompanied by struc- 
tural changes and the installation of needed plumbing facilities, satisfactory 
housing can be provided. ‘The total number of such potential conversions is sub- 
stantial, but is proportionately small. There were only 3.3 million units in the 
United States in 1950 with 8 rooms or more. Most units which were suitable for 
conversion must have been converted during the acute housing shortages of the 
war and postwar years. Many others are poorly located for rental use or are 
in areas zoned for single-family use only, or are dilapidated. If 25 percent of 
these 2.7 million units are still not converted and are legally, economically, and 
structurally convertible, and if half of them are converted during the next 10 
years, this would reduce new construction requirements by only 70,000 units per 
year. The smaller size of houses built since 1920 makes improbable any large 
volume of conversions in the future. 





854 HOUSING ACT OF 1954 


TasLe 4.—Estimated changes in population, household size, number of house- 
holds, and housing units required, 1955-70 


emeeaiain CUE i hss bis ocd 
Less population not in households !.........--.-- | 


Population in households (millions)_.._..............__. 
Average household size ? 


Number of households (millions) - 
Plus vacancies, 4 percent (millions) - 


Total housing units required (millions)_......._...___ vA 56. 76 
Additional units required during preceding period (millions)___|___. 
Average annual construction required during preceding period 4 


7.16 





1 Assumed 3 percent. 
3 Table 3. 


3 A lower rate of reduction in average household size would be as follows: 


Average size. __. betta ein ddaphdtnad<bdbabanedotnol 
EY SNOUNNIIIN is Gits2, 5S tad anise» nip dim «'vigsigntieete aide cb 
Total anits........... 

Additional units 


‘ See text for explanation of relationship between family and household size. These estimates include 
needs arising from new family formation, undoubling, required vacancies, changes in family size, and 
increases in number of persons or families using separate housing accommodations. 


TABLE 5.—Additional residential units needed, 1955-70 


1960-65 


For additional households and vacancies 
For replacement of 1900-substandard dwellings 
For annual losses 


2.40 


Units requiring rehabilitation 
1 See text for basis. 


In addition to new construction requirements, we have an estimated 4.6 
million units which were substandard in 1950 and were presumed suitable for 
rehabilitation. If 400,000 of these units were rehabiltated each year for the 
next 5 years and 600,000 per year were rehabilitated thereafter, the 1950 backlog 
of substandard rehabilitation units could be eliminated by 1965. By that time 
the large volume of obsolete dwellings becoming 60 years of age should provide 
opportunities for sustaining this level of rehabilitation activity. 

Data from the 1950 census indicate that only 500,000 of the nonfarm units 
which were substandard for lack of plumbing facilities are occupied by families 
with incomes of more than $4,000. These should provide a ready market for 
modernization. An additional 500,000 units occupied by families with incomes 
of $3,000 to $4,000 may also be rehabilitated if sufficiently liberal credit is avail- 
able for these purposes. The remaining 2.2 million nonfarm units, occupied by 
low-income families, of which 1.6 million have incomes of less than $2,000 per 
year, may present greater difficulties as will the modernization of 1.4 million 


farm homes. Only an aggressive campaign is likely to achieve the schedule set 
forth above. 
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Schedules for slum clearance or perpetuation 


The construction program outlined above requires that new housing construc- 
tion be increased by 80 percent over the 1951-53 levels and by 40 percent over 
the 1950 level. Any lesser volume of construction however means that our slums 
and substandard housing will continue to accumulate and will never be reduced 
or eliminated. The consequences of different levels of construction and reha- 
bilitation are summarized in table 6.° If new construction continues at slightly 
above the 1951-53 average, and if in addition we can rehabilitate 400,000 to 
600,000 units per year, the number of substandard units in use will increase by 
2 million in the next 15 years. This means that substantially all of the 15 
million units which were substandard in 1950 would still be occupied by Amer- 
ican families in 1970. 

At construction levels of 1.4 to 1.6 million units per year, approximately the 
1950 rate, slight progress is made in reducing the number of substandard units 
capable of rehabilitation. No elimination of the 10 million units classified for 
replacement appears possible. At 1.6 to 1.8 million new units per year, all of 
these 10 million units must be continued in use until 1965 and 1 million of these 
can be replaced by 1970. Only if new construction is raised to 2 million units a 
year is real progress possible toward the elimination of units substandard in 
1950. At the construction and rehabilitation rates shown in table 5 some 5 
million of the present substandard units can be eliminated by 1960, but in 1970 
some 5 million will still be required in use. Table 6 suggests that 1 million new 
units per year are essential for even slow progress toward the goal of a decent 
home for every family. Any lesser level perpetuates the slums. 


TABLE 6.—Projections of substandard units remaining in use at various levels 
of housing construction and rehabilitation, 1955-70 


[Millions of housing units} 


Substandard units remaining in 
| use 
Assumed construction and rehabilitation volumes 


1955 | 1960 | 1965 | 1970 


New construction: 
1,200,000 units per year 1955-60_.........-- 
1,400,000 units per year 1960-70 

Rehabilitation: 400,000 units per year 1955-70__. 

New construction: 

1,400,000 units per year 1955-60... .... : 
1,600,000 units per year 1960-70 - - _- 


‘ 
Rehabilitation: 400,000 units per year 1955-70_..__.__- 
New construction: 

1,600,000 units per year 1955-60. _ __.____-- nnn eae ates ecl 
1,800,000 units per year 1960-70... ........- ; ganadilleas iia 
Rehabilitation: 
400,000 units per year 1955-60... _- 
600,000 units per year 1960-70___-_- 
New construction: 
2,000,000 units per year 1955-65. ._.....-.. silipliesidleiniah iam elalailinacnead 
2,400,000 units per year 1965-70. ...................- 
Rehabilitation: 
400,000 units per year 1955-60___..........-. Midd pis tdcd poctdidies 
600,000 units per year 1960-70............................... ithe 


Source: Appendix tables A-O. 





% Table 6 is based upon detailed schedules contained in the appendix. 
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TABLE 7.—Comparative estimates of housing need (converted to comparable 
basis), 1955-70 


Organization 


Amerigan Federation of Labor !__.........._._.. 
Adjusted for farm housing ?__ 

Fortune Magazine *__ 
Adjusted for farm housing 2 

Housing and Home Finance Agency !- 
Adjusted for farm housing ? 

National Association of Home Builders 5. 

Adjusted for farm housing ?_- oa 

National Association of Real Estate Boards ’_- 
Adjusted for farm housing ? 

National Housing Conference #____ 

Twentieth Century Fund * 

U. 8. President’s Materials Policy Commission '°__ 
Adjusted for farm housing ? deine 





eee meno ge 
| PONMOPROROBWE 





, Statement of the A. F. of L. executive council, eee Aug. 12, 1953, p. 3. 


2 200,000 units per year added for farm housing. ‘This is the low estimate of farm housing needs prepared 
by the Housing and Home Finance Agency, ef, note 4. 


§ Fortune, vol. XLIX No, 2, February i954, pp. 103-4. This estimate is for market demand. A lower 
estimate of demand is also presented. See text note. 


‘ aoe Big is the Housing Job, Washington, 1951, p. 13. The adjastment for farm housing is based upon 





p. 

5 National Association of Home Builders Correlator, vol. VIII, No, 2, February 1954, pp. 4-6. The 
statement does not explicitely refer to farm and nonfarm housing, ‘but is based upon nonfarm data. This 
estimate excludes 750,000 units for rehabilitation in lieu of replacement units which are included in other 
estimates. Thus comparative figures might better be 2.0, 2.5 for nonfarm construction, The report calls 
for 2 million new or “new condition” units per year. 


® After 1970, estimate is for 2 million per year for additional new dwellings. No estimate of rehabilitation 
or replacement after 1965. 


7 Speech of Charles B. Shattuck, president, National Association of Real Estate Boards, New York 
Times, Novy. 11, 1953, p. 48. The text indicates that the reference is to housing demand, not need. It is 


estimated that there is demand for 1.1 to 1.4 million units. The figure quoted above is therefore the high 
demand. 


§ Farm housing included. Rehabilitation of .4 to .8 units excluded since these do not add to supply. 

® Manuscript of forthcoming edition of America’s Needs and Resources; J. Frederick Dewhirst and 
Associates, 20th Century Fund, to be published in the fall of 1954. 

© Resources for Freedom, Washington, 1952 vol. land vol. 11. This estimate is the volume required for 
the entire period 1950-75. The estimate is presumably lower in the early years and higher in the later years, 


COMPARISON OF NEED ESTIMATES 


The estimates of housing need prepared by 6 national organizations or agencies 
in recent years range from 1.4 million units per year to 2.4 million units per year. 
The standards, methods of estimation, and programs of these studies vary widely. 
Some include farm housing, others deal only with nonfarm housing; some cover 
only the period to 1960, others project needs through 1975. Table 7 presents 
these estimates on a comparable basis, utilizing the standards adopted by each 
organization. The table shows a remarkable degree of agreement as to the 
inadequacy of present construction levels. Current needs for new construction 
are 1.4 million nonfarm units per year, or 27 percent above present levels in all 
estimates.” Most of the estimates place current total requirements at or above 
2 million units per year. A similar degree of agreement appears in the three 
estimates with respect to long-range requirements for new family formation 
Here the range is from 1.8 to 2 million units per year. 


ECONOMIC FEASIBILITY 


The levels of residential construction proposed by this report are well within 
the limits of economic feasibility as measured by past output. In 1925 the Nation 
applied 6.5 percent of its gross national product to nonfarm residential construc- 
tion, and in 1950, 4.4 percent of our national product was devoted to housing. 
These were boom years. Housing investments in other years are shown in 
table 8 as a percentage of national product. Over an entire building cycle, 
1919-35, the average was 3.9 percent. This may be assumed to be a reasonable 
normal ratio of housing investment—one which can be increased substantially 
in favorable years. 


% The Fortune estimate includes maximum demands (not needs) as shown in the table. 
Its estimated minimum “demand” of 1.1, 1.6, and 1.8 million units in successive 5-year 
periods relates to market demand rather ‘than replacement and new need. 
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Under the conditions assumed in this report, namely, sustained economic 
growth, national income should increase steadily. If this increase is continued 
at substantially less than the rates of recent years, our gross national product 
should reach the levels shown in table 8. The annual rate of growth here used 
declines from 3.6 percent per year to 2.1 percent per year over the period in the 
low estimate and is stable at 3.5 percent per year in the moderate estimate. This 
latter rate of growth corresponds to that used by the President’s Materials Policy 
Commission in its projection of future economic growth.” 

It is assumed that prices will be stable over this period and that the average 
dwelling-unit cost can be held to $8,000 or less. This assumes that building 
volume will include a relatively high proportion of low- and moderate-cost units. 
These assumptions are substantially below current average house prices. Build- 
ing costs used in production analysis are well below home prices used in consumer 
eost analysis. Farm construction is excluded from table 7 but is included in 
table 8. Modernization expenditures are, therefore, excluded from the latter 
table. 

Even at relatively slow rates of growth, housing goals can be achieved at the 
1919-35 ratio of residential investment and at substantially below the 1950 rate. 
At the rates of economic growth of the last 2 decades, the expenditures for hous- 
ing would be reduced to 3.2 percent. In short, if we continue to spend no more 
of our income than we have in the past, and if our economy continues to grow 
at a steady rate, we can afford to build from 2 million to 2.4 million homes per 
year in the next 15 years. Under favorable circumstances, lower ratios of 
expenditures will produce even more housing than these estimates require. 


TABLE 8.—Gross national production and new residential construction, selected 
years 

[Billions of dollars} 

Bo nn 

Gross |New nonfarm 


Year | national | residential Percerit 
production | construction 


‘ 73. § 
} 187 
205 
} 320.1 | 
| 343. 6 


! American Housing, 20th Century Fund, appendix C, table 13. 
2 Economic Report of the President, 1954, table G-2. Prices are in 1953 dollars. 


TABLE 9.—Projections of gross national product and new residential 
construction, 1955-70 


Average projected | 
gross national | 
product (bil- | 
lions) 


Number 
of new Gross 

dwelling | cost? | 
units ha. —_—_—_—_—X_——_—_ 
{(millions)| | Moder- 


} 
1 | Moder- | 
Low |} ate? | ate 


| 
Percent of gross 
national product 


Period 


i 


1965-50........... ising intinee vonexil 416 | 431 2.03 | 16.1 

alk iocamsamnesniuae : 472 | 508 | 2. 28 | 18.2 | 

BP Ad sn cldatd wae sas 534 | 604 | 2. 40 | 19. 2 | 
| | 


1 Gross national product increased from $390 billion in 1955 by a constant amount of $12 billion—or at a 
rate declining from 3.6 percent to 2.1 percent per year 

2 Rate assumed by the Paley Commission. Gross national product increased by 3.5 percent per year 
(the 1925-50 rate). 

5 Assumed cost per unit is $8,000. 


% United States President’s Materials Policy Commission, Resources for Freedom, Wash- 
ington, 1952, vol. 1, pp. 1-10; vol. 2, pp. 96-113. 
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MARKETING 2 MILLION HOMES A YEAR 


The marketing of 2 million homes a year will present real challenges to the 
housing industry and to Government. Data are lacking on many of the most 
important variables which will affect the willingness of people to buy or rent 
new homes. These include changes in the distribution of incomes, mobility, 
the income and price elasticity of demand for housing, and the extent of the 
required or desired movements to suburban areas. Intensive research on hous- 
ing markets is necessary if we are to achieve our housing goals in an orderly 
way. Despite these limitations in our knowledge concerning the housing mar- 
ket, some broad relationships may be outlined with respect to the immediate 
future. 

There appears to be a wide measure of agreement that approximately 1 million 
to 1.2 million homes can be sold or rented under economic conditions similar 
to those of 1953 and with the then-available FHA and VA credit aids. Leaders 
of the National Association of Home Builders, the National Association of Real 
Estate Boards and other trade organizations have expressed such judgments 
repeatedly during the past year.” These estimates accord with detailed pro- 
jections made in the forthcoming 20th Century Fund Study. Table 10 shows 
the income distribution of families of 2 or more persons in 1949-51 and also shows 
42 million families distributed in proportion to 1951. The startling increase in 
incomes between 1949 and 1951 with its consequences for future housing markets 
are apparent. The number of families with incomes of over $4,000 increased 
from 10.7 million in 1949 to 16.8 million in 1951. This should indicate at least 
20.2 million such famiiles before 1960. This number, at turnover rates for 
families purchasing homes, might sustain a market of 1 million homes a year. 
In addition there are demands created by single persons, undoubling and mobility. 

This table also emphasizes the direct relationship between full employment 
and housing markets. Any slacking in employment or economic growth tending 
to recreate the income distribution of 1949 would sharply reduce the possibilities 
for sustaining large volumes of new home sales and rentals. It would normally 
reshit in price declines, decreases in construction and increases in vacancies 
which would defer or prevent the development of an adequate housing supply 
and the replacement of substandard housing. 

Current marketing practices are revealed by table 11 which shows the 
distribution of incomes of families of two or more persons in 1951 in contrast 
to the incomes of buyers of new FHA insured homes.” The table indicates that 
substantially no homes were sold to families in income groups comprising 30 
percent of all families and that only a third of FHA buyers were in income groups 
representing over half of the market. This is not fully representative of all new 
residential construction since it appears that non-FHA homes include more 
higher-priced “homes, and more lower-priced homes, although most of the latter 
may not meet FHA standards and many of them may be substandard when built. 
In addition, a very large proportion of FHA homes in the lower price brackets 
are purchased by families who will spend more than 25 percent of their income 
for housing. Indeed some of these families are spending nearly 50 pereent of 
their incomes for housing. Of the FHA buyers with incomes between $200 and 
$250 per month, 97 percent were spending more than 25 percent of their income 
for housing. A safe rule would be that families should not spend more than 20 
percent of their incomes for housing and most families above the lowest income 
groups spend substantially less than this ratio. The average FHA sale requires 
19.7 percent or less of the purchaser’s income (for all housing expenses) in all 
income brackets.” 

These FHA-insured sales are not necessarily unsound since they apply to 
few families numerically (less than 30,000 units below $3,600 income levels in 
1952) and many of these families are clearly living from accumulated funds or 
are families whose homes are being purchased for them by others. It would be 


%” Cf. National Association of Home Builders, NAHB Correlator, February 1954, pp. 4—6, 
and New York Times, January 22, 1954, p. 44; National ‘Association of Reai Estate rds, 
speech of Charles B. Shattuck, president, New York Ti mes, November 11, 1953, p. 48; Miles 
L. Colean, New York Times, November 13, 1953, p. 42. 

2 Data are section 203 homes. Similar income data are not available for other titles. 
The rice distribution of all FHA new units is wider than that here used. 

HA data on monthly housing expenses and income-expense ratios have been used 
eumens this report. These data have been criticized as understating housing expense. 
Despite this weakness, these data are among the best and most consistent in the field, and 
the only adequate source on this subject. Wider publication of local data by FHA would 
be a distinct service. 
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socially unwise and economically disastrous, however, if any substantial propor- 
tion of our families began to purchase or rent homes which required such high 
expenditures for housing as to prevent normal expenditures for food, clothing, 
medical expenses and other necessities. If purchases involving more than 25 
percent of income for housing are excluded from the FHA experience table, the 
results would be more representative of the sales and rental possibilities of 
enlarged private housing production under present Government-aid systems. 
This distribution is shown in the third column of table 11. Limitations of the 
data are described above. This column suggests that 80 percent of new private 
construction is produced for income groups representing half of the market. 

If a 20 percent ratio of income to housing expense were to be utilized, these 
conclusions would be even more apparent and might well extend to larger 
proportions of the market. In addition it should be noted that national housing 
market data tend to set low-priced homes of the South and West against relatively 
higher incomes of the North and East. When new house prices are compared 
with family incomes on a city by city basis, we rarely find situations in which 
homes are offered at prices within the means of more than 40 percent of the 
families; and these are in the main already well housed and not in the market 
in any urgent sense for a new home. Finally, many families in these middle and 
lower income groups cannot use the lowest-priced houses produced because such 
homes are universally 2-bedroom homes and most of our families have more than 
1 child. The disparity between incomes and housing prices is thus widened 
further by the factors of location and family size. 


TABLE 10.—Family income distribution, 1949-51 


| , } 
1951 income 





Nonfarm Nonfarm distrit 

families families aan ee 

949 | 2 th 

ioe 1961 families 

Income: | 

Under $2,000._...........-... whiemrs sin 10.0 5.6 | 6.8 
$2,000 to $3,000... .......--.---- 6.4 | 5.1 | 6.2 
$3,000 to $4,000__...__-. = | 6.6 7.2) 8.7 
$4,000 to $6,000. ..........-- | 6.8 10.0 12.1 
$6,000 to $10,000. .......... ‘ 3.8 5.4 6.6 
$10,000 and over. --.--. 1.1 1.4 1.6 
Total. Sdas . 34.7 | 34.7 42.0 





! Unpublished HB tabulations of owner and renter occupied units, U. 8. Census 1950. Families not 
reporting certain housing items are excluded from the tabulations. 

37 U, 8S. Census, series P-60, No. 12, 1953. These are families of two or more persons, and exclude single- 
person families. The former are believed to be more representative of heads of households shown in the 
first column. 


TABLE 11.—Family incomes, 1951, and incomes of buyers of new FHA-insured 
homes, 1952 


1951 income ! 1952 FHA 
estniagledeingetiiad : 203 sales dis- 


r 
| — | quiring less 
‘ 2 or more taal than 20 per- 
| All families | “persons | buyers ? etal 
| | income for 
| | housing * 
—_—— | ——__ -—_——_ — _ _ _ 
Under $2,000. ........--- . | 25.0 | 16.2 | 
$2,000 to $3,000 | 15.4 14.7 2.9 0.2 
$3,000 to $4,000... .....- —* | 18.9 | 20.8 30.1 | 17.9 
$4,000 to $6,000. . . ; | 24.4 | 28.8 41.4 | 39.5 
$6,000 to $10,000 12.9 15.6 | 4 22.6 | 37.1 
$10,000 and over 3.8 3.9 43.0 5.2 
Total en 100. 0 100.0 100.0 | 100. 0 


U. 8, Census, P-60 No. 12, 1953. 
? HHFA annual report, 1952, p. 300 


Computed from id. 
4 Data adjusted to fit class interval. 





860 HOUSING ACT OF 1954 


TABLE 12.—Projections of nonfarm housing needed by price class under different 
economic assumptions and with low filtration and clearance rates and high 
construction volume, 1955-60 * 


Units needed 
Units needed 
ete ee with 1949 income | With 1930 fami- 
y housing cost distribution of ins distributed 
: accord w 
1960 families ? 1951 incomes 2 





5 
=f 


et em ND 
~ 


| 
@| vowbounnws 
Pre x. 
@)| weecocoru 


! Detail of method in appendix E. See text note for results of alternative assumptions regarding 
filtration. Other assumptions, demolition of 2.5 million substandard units, 5-percent filtration, moderate 
curre’ut losses, 6 million units built 1950-54 and 8.8 million units required 1955-59. 

2 The 1960 families distributed by classes of rents and prices paid in 1950 


* The 1960 familes distributed by clisses of rents and prices paid in 1950 and adjusted upward for 
changes in income between 1949 and 1951. 


‘ Negative quantities imply surpluses in the classes indicated. This presumes rapid filtration, price 
declines, and rejuction of building in these price classes and the price classes immediately above. 
§ Under alternative assumptions regarding filtration. See text note and Appendix, 


A second approach to the problem of marketing a high volume of new homes 
is summarized in table 12. The method here used is a modification of the 
method developed by the National Housing Agency in its 1944 projection of 
housing needs. Basically, it involves a filtration of the 1950 supply, elimina- 
tion of losses due to clearance and demolition, and the addition of new units 
during the 1950-54 period. The result is subtracted from a future distribution 
based upon current or past experience. Limitations in available data and in 
the number of market factors which can be treated in the model suggest that 
this method can be used only to identify broad magnitudes and relationships 
and should not be used to forecast actual market trends. Detailed calculations 
are shown in the appendix. 

The method does suggest these important conclusions: 

1. The current excessive production in higher priced houses, i. e., those priced 
to sell or rent-at monthly costs of $75 or more will materially narrow the market 
for such homes in future years. To the extent that these homes filter down 
to the prices between $60 and $100 per month, they may create a surplus of 
such homes under unfavorable conditions. This could result in excessive filtra- 
tion of higher priced units and marketing problems for new homes. 

2. There is a very large market for homes at prices and rents ranging from 
$60 per month downward, a market which could account for over 3 million 
units in the next 5 years. This is the market now not served by either private 
or publie housing. In northern cities, it consists roughly of homes in the range 
of $40 to $60 monthly cost, and in southern areas, of $25 to $50 monthly cost. 

3. Unless full employment and a steady rate of economic growth are main- 
tained, there will appear positive surpluses in some price ranges, accompanied 
by softening of markets which will jeopardize all private housing production. 
On the other hand, a maintenance of full employment conditions could pro- 
duce substantially greater markets than those shown in the table. Housing 
markets are highly sensitive to changes in family incomes. 

4. There remains a large need for housing for low-income families, a need 
which is increased by 50 percent under less than full-employment income dis- 
tributions. This need is at price and rent levels far below any which private 
construction can approach. 

5. Other models of future income distributions suggest that very high levels 
of housing production could be maintained in all price classes if rates of redis- 


tribution of income comparable to those which occurred in 1949-51 could be 
repeated. 
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6. A stable demand for about 400,000 units of higher priced homes appears 
in all estimates based upon this method. If the method overstates needs in 
the higher price groups, this demand will appear in the price groups of $70 to 
$100 per month, just below the levels shown in the table.” 

These conclusions support the views widely recognized by industry leaders 
that future construction must serve the broad middle and lower income groups 
if it is to be maintained at high levels. Under favorable economic conditions, 
there appears to be a sustained demand for approximately 1 million dwellings 
a year in the price classes now produced by industry with current Federal aids. 
In addition there appears to be a need for approximately 500,000 units a year 
in price classes below the levels now served by the industry with present credit 
aids, and for 200,000 to 800,000 units per year for families requiring public hous- 
ing. These nonfarm needs are supplemented by farm needs of unknown price 
distribution of 200,000 to 300,000 units per year. 


FINANCING 2 MITTAION HOMES PER YEAR 


Both the construction and the marketing of new residential construction will 
depend upon the availability of an adequate supply of construction and mortgage 
funds on terms which will meet the needs of the industry and of consumers. The 
Federal Housing Administration prepared an estimate for the President’s Ad 
visory Committee on Government Housing Policies and Programs of the prob- 
able mortgage fund requirements for the period 1954-58, and probable volume 
of savings available for mortgage lending.™ These estimates are extremely con- 
servative. They assume construction of only a million new units per year,” and 
a decline in the total volume of mortgage lending,” even under assumed condi- 
tions of prosperity in the rest of the economy. Selected measures from this re- 
port are presented in table 13. The average mortgage requirement is not to be 
interpreted as a function of prices alone. It is a product of the aggregate volume 
of new savings, repayments on existing mortgages, the volume and amount of 
mortgage loans on new and existing housing and prices on new and existing 
homes. 

The same study estimates that $9 billion annually will become available for 
new mortgage loans of which $5.5 will be utilized by the low level of construction 
assumed. This would leave unutilized $3.5 billion. In the last column of table 
18 these funds have been applied to FHA’s estimate of the average mortgage 
amount for new homes during the period. At this amount, funds would be avail- 
able to finance an additional 450,000 units per year, or a total of 1,450,000 units 
per year. The FHA estimate of new savings is probably low and the implication 
of its assumed low volume of construction is that mortgage interest rates will 
decline sharply and that funds will be readily available. If these estimates of 
available funds prove correct, full utilization of such funds would tend to hold 
interest rates at higher levels. Thus even if savings available for mortgage loans 
(but a small part of total savings) were assumed to average somewhat higher 
than the FHA estimate, such funds would probably not be available freely and on 
favorable terms at construction volumes exceeding 1.5 million new units per year 
under current institutional arrangements for savings and mortgage lending. 





“The method assumes that all units in the existing supply will filter by 5 percent. In 
fact, filtration rates will very widely by location and price class, and recently built homes 
may not filter (i. e., suffer price or rent reductions) at all during the first 5 years of 
occupancy. If this is assumed to be true, construction requirements in the highest class 
interval above are sharply reduced, and those in the next two classes are correspondingly 
increased. This would indicate a low demand (0.6) in the class “over” $100 under the first 
assumption, and a substantial demand (1.2) in the $75-$100 class. Under the second 
assumption, demand in the “over” $100 category would be the same (0.6), and in the $75 
$100 class would jump to 8.4 milion, or nearly 700,000 units a year. These shifts are 
shown in the appendix, table E 

% Prospective Level of Residential Construction and Availability of Mortgage Money 
1954—58, Federal Housing Administration, 1953. These estimates and the following text 
deal with nonfarm financing. 

* Ibid., pp. 4, 12, 18 

* Ibid., table 5. 
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TABLE 13.—/ncreases in mortgage holdings, 1950-58 new residential construction 
and projections, 1954-58 


FHA 
FHA 

estimate 

1950! | 19521 | 19532 — ditional 


ar 
funds 
1954-58 * |. vailable* 


5.5 3.5 


7.1 
New units built (millions) .. " eensnaietias : . 1.1 1.0 (450) 
Average requirement -- ; ie $6, : $6, 500 $5, 500 (7, 800) 





Increases in mortgage pabeinas (hillions) ._._._..-. é 6. 
1 


1 HHFA, Housing Statistics, January 1953, p. 23. 
a Prospective Level of Residential Construction and Availability of Mortgage Money, 1954-58, 
table 6. 
3 Ibid., table 5. Estimate is for average year in this period. 
. ‘ cane from ibid, tables 5 and 6. Assumed average mortgage amount is the marginal rate assumed 
y A table. 


These considerations suggest that under conditions of prosperity, ample mort- 
gage funds may be available on favorable terms through existing channels for 
1.2 to 1.4 million units a year. Additional flows of money will probably be 
required to meet housing goals of 1.8 million nonfarm units a year in the next 
few years, and in part to meet farm goals. The prospective large volume of sav- 
ings, increases in corporate savings to meet corporate investment requirements, 
and reductions in defense financing requirements suggest that ample funds 
will be available in fields which have not financed housing construction in recent 
years. These include particularly institutional savings which have been utilized 
for corporate investments and institutional and personal savings which have 
been going into Government bonds. The fuller utilization of these savings 
channels may be expected to provide funds on terms acceptable to the housing 
market. If funds are to be diverted directly from other sources, the implied 
increases in interest rate would make impossible the marketing of larger volumes 
of new construction. 

These conclusions are consistent with the marketing requirements suggested 
in the preceding section. A substantial market appears to exist in the higher 
income levels for new homes at rents and monthly prices corresponding to the 
present output of the industry. If larger volumes are to be produced, they must 
be produced at prices and on terms which will be available to income groups sub- 
stantially below those now in the market for new homes. If such terms are 
available, and only if such terms are available, it will be possible to obtain the 
goal of a-decent home in a suitable living environment for every American family. 


APPENDIx TABLE A.—Projections substandard units remaining in use with hous- 
ing construction at volumes of 1,200,000-1,400,000 units and rehabilitation of 
400,000 units per year, 1955-70 


[Millions of units] 





Indicated need at end of period ! 


Standard units available at the ppeaies of the mgens?, 3 
Becoming obsolete during period 3. 


Net units available__._. 
New units at: 
1.2 1950-60__ 
1.4 1960-70. 
Rehabilitation at 400 per ‘year. 


Standard units available _ _- 





Substandard units remaining in use ¢ 


1 From table 4. 
: as roximately 45 million units in 1950, less 15 million substandard in 1950. 
udes 70 percent of the units becoming 60 years old in 1950-60 and 80 percent of the units becoming 
eo. an old in 1960-70. 
‘Units substandard in 1950 are assumed to remain in use until no longer required. 5 million of such units 
estimated to require rehabilitation are eliminated by 1965 in table C, by 1960in table D. 10 million of such 
units estimated to require removal are reduced after 1965 in table C and after 1960 in table D. 
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APPENDIX ‘TABLE E. —Projections substandard units remaining in use with hous- 
ing construction at volumes of 1,400,000 to 1,600,000 units and rehabilitation 
of 400, 000 units per year, 1955-70 


[Millions of units] 


| 
| 1950-55 | 1955-60 | 1960-65 1965-70 


Indicated need at end of period ! 


Standard units available at the es of the period ? 
Becoming obsolete during period 3 


Net units available__. 
New units: 
At 1.4, 1955-#0___- 
At 1.6, 1960-70 
Rehabilitation, at 400 per year 


Standard units available-_ 


Substandard units remaining in use ¢. 





1 From table 4 

2 Approximately 45 million units in 1950, less 15 million substandard in 1950. 

3 Includes 70 percent of the units becoming 60 years old in 1950-60 and 80 percent of the units becoming 
60 years old in 1960-70. 

4 Units substandard in 1950 are assumed to remain in use until no longer required. 5 million of such units 
estimated to require rehabilitation are eliminated by 1965 in table C, by 1960 in table D. 10 million of such 
units estimated to require removal are reduced after 1965 in table C and after 1960 in table D. 


APPENDIx TABLE C.—Projections substandard units remaining in use with hous- 
ing construction at volumes of 1,600,000 to 1,800,000 units and rehabilitation 
of 400,000 to 600,000 units per year, 1955-70 


[Millions of we 





1950-55 | 1055-60 1960-65 


Indicated need at end of period '_. | 56 


Standard units available at the beginning of the period ? be : 35 | 
Becoming obsolete during period * 1} 
Net units available__- ‘ ( 34 | 

New units: 

At 1.6, 1955-60 

At 1.8, 1960-70 
Rehabilitation: 

At 400, 1955-60 _ - 

At 600, 1960-70 





Standard units available 








Substandard units remaining in use ‘ 





1 From table 4. 

2? Approximately 45 million units in 1950, less 15 million substandard in 1950. 

3 Includes 70 percent of the units becoming 60 years old in 1950-60 and 80 percent of the units becoming 
60 years old in 1960-70. 

‘Units substandard in 1950 are assumed to remain in use until no longer required. 5 million of such 
u ‘its estimated to require rehabilitation are eliminated by 1995 in table C. by 1960 in table D. 10 million 
of such units estimated to require removal are reduced after 1965 in table C and after 1960 in table D. 


44750—54—-pt. 156 
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APPENDIX TABLE D.—Projections substandard units remaining in use with hous- 
ing construction at volumes of 2,000,000 to 2,400,000 units and rehabilitation 
of 400,000 to 600,000 units per year, 1955-70 


{Millions of units] 





1960-65 | 1965-70 





Indicated need at end of period ! 


Standard units available at the beginning of the period ?_ ____- 
Becoming obsolete during period ?___.__.-_- 


Net units available 
New units: 


At 24, 1965-70 
Rehabilitation: 
At 400, 1955-0 
At 600, 1960-70 
Standard units available 


Substandard units remaining in use 4 














! From table 4. 

a fopnsensty 45 million units in 1950, less 15 million substandard in 1950. 

’ Includes 70 percent of the units becoming 60 years old in 1950-60 and 80 percent of the units becoming 
60 years old in 1960-70. 

* Units substandard in 1950 are assumed to remain in use until no longer required. 5 million of such units 
estimated to require rehabilitation are eliminated by 1965 in table C, by 1960 in table D. 10 million of such 
units estimated to require removal are reduced after 1965 in table C and after 1960 in table D. 


APPENDIx E.—Projections of nonfarm housing need by price class under different 
economic assumptions and with low filtration and clearance rates and high 
construction volume 


Rent or monthly 
housing cost 


SUP- | addi- | cleared tract rent | sup- A 


Ply" | tions? needs *| needs *| needs '°| needs"! 


1950 | 1950- Sub- | add | Cur- | 1955 | 1960 |Syear| 1960 | 5-year 
| A B B 
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ALTERNATIVE FILTRATION ASSUMPTION 8 








$70 to $75_......-- 
$75 to $100_____..- 
$100 and over__._- 





+tt 
ann 





.7| -0.2 6.5 | 
6) 41.2| 78 
6| +.6 8.6 | 


Note on Metuop: The method here used is ee from the 1944 study of the National Housing Agency 
It is subject to the limitations therein cited, cf. Housing Needs, National Housing Bulletin No. 1, Wash. 
ington, 1944. The method is useful to estimate general magnitudes only. 

' All 1950 nonfarm units distributed by rent or price class of units reporting such information in 1950 
census. 

2 Assumed addition of 1.2 million units per year for 5 years distributed in price classes of all new units 
insured by FHA in 1952 as to those in lower-priced brackets. Adjusted upward in higher brackets to 
account gor underrepresen tation of such units. 

’ One-fourth of 10 million substandard units as distributed in 1950 census. 

4 Homes assumed to filter 6 percent, a low estimate because of upward filtration in 1950-52. Filtration 
applies to rent levels, shifting a proportion ranging from 12 to 30 percent of units in each class interval. 

§ Units added for filtration. 

* Current losses due to fire, windstorm, etc., at 100,000 per year. The allocation to the highest class 
interval is arbitrary. 

7 Remainder of 1950 supply plus estimated 1950-54 additions. 

§ 1960 requirements if distributed in the price or rent classes of the 1950 supply. 

* Additional requirements to meet needs indicated in column 8, i. e., col. 8 minus col. 7 equals col. 9. 

10 1960 requirements if redistributed to reflect changes in family income and estimated housing expendi- 
tures between 1949 and 1951. FHA income-housing expense ratios for each income group applied to the 
number of families moving into each higher class interval. 

" Additional units required in 1960 to serve a housing expenditure pattern based upon the 1951 distribu- 
tion of family income. 

2 This alternative assumption based on theory that new units do not filter during the first 5 years. 
See text note. 
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NATIONAL HoustNe CONFERENCE, MarcH 11, 1954 
A SUMMARY 


imerican housing needs, 1955-70 

Housing construction has reached record levels during the 8 years since the 
end of World War II. During the last 4 of these years, we have built an average 
of 1.2 million homes a year, an achievement far exceeding previous 4-year con- 
struction levels. On the other hand, construction volume for the last 3 years 
has been 20 percent below the peak of 1.4 million units built in 1950. We clearly 
have a capacity to build from 1.5 to 2 million homes each year. Real progress 
has been made in overcoming the great shortages of housing which accumulated 
during the war years. But little progress has been made toward eliminating 
the slums and substandard homes inhabitated by millions of American families. 
We must reexamine our needs for housing in the light of these accomplishments 
and these deficiencies, and in the light of our vastly expanded capacity for 
production. 

Future housing requirements must be estimated upon the assumption that 
the Nation will maintain full employment, will continue to expand its economy, 
and that our population will grow in keeping with these conditions. It is fur- 
ther assumed that defense expenditures will not increase, that Federal aids for 
housing will continue and expand, and that the Nation will desire and be able 
to achieve our national goal of a decent home in a suitable living environment for 
every American family. 

The 1950 census reveals that we have 15 million substandard homes. These 
homes do not measure up to reasonable American standards of living because 
they are dilapidated, are located in slum areas, or lack interior plumbing facili- 
ties. Ten million of these homes must be cleared and replaced. More than 4.6 
million substandard units may be brought up to standard by rehabilitation and 
modernization. These needs are summarized in millions of units, as follows: 


Total sub- To be To be reha- 
standard replaced bilitated 
Urtesi:.....-- . ‘ | 8.9 6.9 2.0 
Rural nonfarm 3.0 | 1.7 | 1.2 
Farmit.....0+<-- A - 3.4 | 11.5 | 1.4 
iatsensvtteeheenes | 15.3 | 10.2 | 4.6 


1 500,000 additional farm units to be abandoned. 


Other housing needs arise from the formation of new families, undoubling of 
families who now lack separate homes, the migration of 3 million families each 
year, and the desire of many single persons for separate dwellings. In addition 
we must replace homes which are demolished by fire or other disaster, or are 
cleared in highway and other construction programs. Finally, many hundreds 
of thousands of units reach obsolescence each year. These must be replaced or 
our housing condition deteriorates. The sum of these annual requirements may 
range from 1.3 to 2.4 million units per year. If we replace the homes which were 
substandard in 1950 during the next 20 years and at the same time meet our 
annual new needs, we must build from 2 to 2.4 million new homes per year 
as follows: 


1955-60 | 1960-65 | 1965-70 
For additional households and vacancies 1. 43 1. 65 1.74 
Replacement of substandard -_ - --- . 50 50 % 
Replacement of annual losses : . bapneiitinn .10 .1B 16 
Total new units needed each year.._................-.-- 2.03 | 2. 28 2. 40 


pneu, * ry Sl Se Dw A weg leaps 5 = Ee 

If we do not achieve this level of new construction, we will never be able to 
clear slums and eliminate substandard housing. Indeed at present levels of 
construction our present substandard units will never be replaced—and we will 
have more substandard housing in 1970 than we had in 1950. Even if we build 
2 million units a year and rehabilitate 400,000 additional units each year, 5 
million American families will still be using homes which were substandard in 
1950 when 1970 arrives. 
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These requirements arise because the number of new families being formed 
each year will rise sharply after 1960. Reasonable progress toward slum elimi- 
nation requires construction of 2 million new homes per year from 1955 to 1960, 
with increases to 2.4 million by 1965-70. Lower rates of new construction im- 
ply a deterioration of our housing standards, or such low rates of replacement 
that slums will not be cleared during the next two generations. 

With the rapid increases in gross national production which have occurred in 
recent years, the production of 2 million to 2.4 million homes a year is an eco- 
nomically feasible goal. If national output continues to grow at the rate of the 
last 25 years, we can achieve our housing goals even though we spend no more 
of our national income for housing than we have in the past. A decreasing pro- 
portion of our output could achieve these goals. Indeed, unless we can achieve 
and maintain a higher level of housing production, we will be unable to main- 
tain full employment and an expanding economy. 

Recent housing production has been built to serve predominantly those fami- 
lies in the upper income groups. Rapid increases in family incomes have made 
possible the continued sale of homes to these families. In the future, however, 
we must increasingly produce homes for middle and lower income groups. If 
we are to sustain a high level of housing construction, we must produce homes 
in the broad price-classes suggested below: 


Nonfarm 
homes 
Rents or monthly purchase prices per year 
A a acesencoadedinalescbiah-iahocesoicsadaihnantaie- endian dubvdsecbalananectimadaomscrerbesaricoeaee aoe 520, 000 
ict Nei dence eiianap es aicaicrmn vind ieee ctiaientihin cclinah 380, 
NI ccc cise lpsae een naps acapella aera aan 300, 000 
Se INE ictesnn nonteteernenniigeipiti bintbiensionclinsinenmmcniocaetpraelindothnas thddiioteca dentine alert 560, 000 


This suggests that 1 million to 1.2 million homes can be sold or rented each 
year under the systems of financing and Federal aids now available. About 
600,000 additional units of private housing should be produced and financed 
annually to meet the needs of middle-and lower-income families who are not now 
able to afford new homes. An additional 200,000 units of public housing are 
needed to meet the needs of low-income families. In addition, more than 200,000 
units per year are needed by farm families to replace substandard units. 
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Estimated total monthly housing capenses under various financing terms 


[See notes for cost data) 



































Total monthly housing expense under— 
Present and proposed Federal Financing terms required for 
financing aids middle-income families 
Q y 7 NI | ¢ 
Sales price and downpayment FHA, | FHA, TM te a6 por 
446 plus | 4'4 plus 14 pl . 3% per- | 244 per- = - 
Le per- ig per- | 4 fie cent, 40- | cent, 40- | at 
= = | cent, 40- year year price re- 
) —_ year duction 
(1) (2) (3) (4) (5) (6) 
a Pree tenecrer re? 
IN TYPICAL NORTHERN CITIES WITH HIGH | 
costs 
$10,000 3-bedroom home: 
No downpayment. ................ | $99 7 | $82 $72 $67 $63 
5 percent down. .............--.. | 96 | 85 79 | 70 65 62 
10 percent down... ol 93 | 82 77 68 63 60 
$9,000 2-bedroom home: 
No downpayment. ................ , 90 | 79 | 74 65 61 58 
Speedy Gem. ..........5....-... . 87 | 76 | 72 | 64 60 57 
10 percent down. ......-......... becall S44 74 69 62 58 56 
IN AVERAGE-COST AREAS 
$10,000 3-bedroom home: 
No downpayment... ..............-..- 95 83 | 78 | 68 63 59 
5 percent down... Dnbetedametee ke 92 81 75 66 61 58 
10 petoent Gown. . . 5. ........--<.+~... 89 | 78 | 7 64 59 56 
$9,000 2-bedroom home: | | | 
No downpayment... _............-..- 86 75 70 61 57 54 
EO EE ee | 83 | 72 | 68 | 60 56 53 
ne Gen ae oc caccese | 80 | 70 65 | 58 54 52 
| | 
IN LOW-COST AREAS | 
$8,000 3-bedroom home: | | 
No downpayment. ...............-...- 78 68 64 | 56 51 49 
5 percent down. ....-. datiéantmtittenda 75 66 | 62 54 50 48 
OS SS eae | 73 td 60 | 53 49 46 
$7,000 2-bedroom home: | | 
No down payment... ...............- 69 61 | 57 | 50 46 44 
5 percent down... Suscsbaddboad | 67 | 59 55 | 49 45 43 
10 percent down.........-......-.- val 65 57 | 54 48 | 44 42 
! | 
NOTES 


Cost estimates: All cost data are FHA estimates for new homes built under sec. 203 and insured in 1952, 
Operating expenses, taxes, and insurance are as follows for the several price classes: $10,000—$18.80, $9.20, 
$1.50; $9,000—$17.93, $8.43, $1.24; $8,000—$16.75, $7.10, $1.15; $7,000—$15.77, $6.41, $1.02. Cf. HHFa, 6th 
annual rept., p. 280, table 27. In all cases costs used are for velue class below price shown to allow for dif- 
ference between FHA value and market price. 

Northern cities: FHA cost data are national averages. They therefore understate heat and utility costs 
in northern cities. Four dollars have been added to FHA estimates to cover this difference in northern 
cities. 

Average cost areas: FHA cost data. 

Low-cost areas: FHA cost data for $8,000 and $7,000 homes probably represent cases occurring almost 
exclusively in southern areas and in smaller towns in such areas. Available data do not reveal major cities 
in which $7,000 homes are currently being marketed in significant quantities. 

Single homes: All data are for single homes sold for owner occupancy. 

Rental housing: Structures of similar floor area built for rent in _— rental housing projects would 
Eanely rent for $4 to $8 per month more than the figures shown. his cost difference would arise from 
higher maintenance and management costs. 

Cooperative housing: Cooperative housing projects offering accommodations with similar floor areas 
might achieve slightly lower rents or purchase prices than those shown above as a result of group purchasing 
of maintenance materials, fuel, and utilities. 

Financing terms: 

(1) Conventional FH A-insured, 20-year loan. The insurance charge is approximate. 

(2) FHA-insured, 30-year nortgage, at 44 percent, plus insurance as proposed in pending legislation. 

(3) FNMA-made, FHA-insured, 40-year loan, at 4% percent, plus insurance. This proposal differs from 
pending legislation in that it omits a 44 percent servicing charge. 

(4) A 34% percent 40-year level payment loan. 

(5) A 246 percent 40-year level payment loan. 

‘ A 2\4 percent 40-year level payment loan, assuming a 10 percent reduction in purchase price. 

7) Only 4,000 homes built in this price class in 1952, Cf, idem. and ibid., p, 240, table 7. 
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The Crarrman. The next witness will be Mayor Russell G. Hile- 
man, of Michigan City, Ind. 

Mayor, we are happy to have you here this morning. You proceed 
in your own way. 


STATEMENT OF RUSSELL G. HILEMAN, MAYOR, CITY OF MICHIGAN 
CITY, IND., ACCOMPANIED BY JOHN P. DONNELLY, EXECUTIVE 
DIRECTOR; AND GEORGE N. HALL, ARCHITECT AND ENGINEER 
FOR MICHIGAN CITY HOUSING AUTHORITY 


Mayor Hiteman. My name is Russell Hileman, and I have with me 
this morning John Donnelly, executive director of the Michigan City 
Housing Authority, and George Hall, of Beine, Hall & Curran, archi- 
tects and engineers for the Michigan housing project. 

We have a prepared statement, and I think that I will just touch 
those points which we hope to—— 

The Carman. You would like to have us place your statement 
in the record? 

Mayor Hireman. That’s right. 

The Cuairman. Without objection, your statement will be placed in 
the record at the end of your remarks as prepared, and anything you 
say extemporaneously will likewise be placed in the record. 

Mayor Hirteman. Thank you. In the year of 1942 a group of citi- 
zens in our community established themselves into an unofficial com- 
mittee to try and clean up a slum-clearance situation that we had, 
which was referred to as the “patch.” We were unable to do this under 
existing laws at that time, or through private financing. We worked 
along with the problem a good many years, until I became mayor of 
Michigan City, and the idea of low-rent public housing in the com- 
munity was conceived, 

We went into this program in the year of 1951, and from then on 
we were dealing with the Chicago Housing Authority, in setting up 
and establishing the kind of program that would fit Michigan City. 
A very thorough survey was made by them, in Michigan City, and 
several plans were talked about. 

In the process of getting the job done the project directors of the 
Chicago authority were changed, and in most cases they changed the 
entire set of plans for the development. 

This went on until we reached the stage of where we did have an 
acceptable plan. This plan was presented to the authority in Chicago, 
and was finally sent on to Washington. Then, of course, the money 
was tied up and the project was temporarily abandoned. 

At the present time the people af one community who have, after 
very serious thought, gone along with the public housing program, 
and the persons involved in the program since the year of 1951, have 
been encouraged by the thought that we would have some plan to take 
care of them. 

We find that the new bill, as it is written, is one which certainly 
would be of benefit to everyone. But we do think there is some respon- 
sibility on someone, as far as smaller communities, who have gone into 
public housing programs in very good faith and have been left without 
anything to do in their particular case. 
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We in Michigan City have worked on this for a good many years, 
thinking that this was the final solution for it. 

We believe that a lot of small communities in the United States 
who do not have the adequate means and do not have the legislation 
in their States, and in small cities, are left without a solution to their 
problem. 

We would like this particular type of project which has gone so 
far, with some small amount of money, that it could be seen through to 
its completion. 

The Cuatrman. What you are recommending is that we continue 
public housing, partic ularly small towns. 

Mayor Hiveman. Yes. artic ularly in those cities which had pre- 
liminary contracts on a long-range basis. Ours extended over a period 
of 4 years, and through no fault of our own it couldn't be finished. 
We think that in the larger communities those problems were taken 

care of. 

The Cuatrman. I would like to have the record show at this point 
that Senator Burke from Ohio is with us. While the Senator is not 
a member of this committee, we are delighted to have you, Senator. 

Senator Burke. Thank you. 

The Crarrman. If you care to ask any questions, we will be de- 
lighted to have you do so. 

Senator Burxe. Thank you. 

The Cuatrman. Is it your position that the bill—— 

Mayor Hiteman. I do believe the bill provides for a slum clearance 
program which is necessary. In our case we would have to go back 
and set up an entire new organization. 

The Cuarrman. In other words, you want to make certain that you 
might have a continuity of action on it? 

Mayor Hieman. That is exactly right. 

The CHatmrman. Without any stoppage or any delay ? 

Mayor Hueman. That’s right. 

The Cuatrman. You are fearful we do not have that in the bill? 

Mayor Hireman. That is the way we feel; yes, sir. 

The Cuarrman. We will certainly get into that, and will give every 
consideration to it. 

Mayor Hiteman. Where small cities—— 

The Cuarrman. I don’t know of anything in the bill that changes 
the public housing situation. Asa matter of fact, there is nothing in 
the bill that relates to public housing. Public housing will be handled 
by a separate bill. It has always, in the past, been handled by a sep- 
arate bill. Of course, public housing, i in the Congress, has been slowed 
down by the Appropriations Committee over the past 2 or 3 years. 
It has not been in this committee. It has not been in the basic legis- 
lation authorizing public housing. This committee back in 1949 ree- 
ommended 800,000 units over a period of 5 years, and the Congress 
authorized them. Then the Appropriations Committee have reduced 
them and reduced them and reduced them. 

You say, “With this history and background it is the earnest plea 
of the city of Michigan City, Ind., that the Senate Banking and Cur- 
rency Committee give favorable consideration to an amendment of 
existing legislation, which amendment would have the effect of re- 
pealing ea rlier amendments to appropriation measures, so as to permit 
the city of Michigan City, and other small cities and towns which may 
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be at a similar state of public housing programing, to reactivate its 

public housing project and to have a realization ot what has been so 
seriously and thoroughly planned and what is so necessary and im- 
portant for healthy community life and growth.” 

Mayor Hieman. That’s right. 

I would like to ask Mr. Donnelly if he has anything to add here. 

The Cuarrman. Yes. 

Mr. Donneiiy. Mr. Chairman, Senator Burke, the city of Michigan 
City, and its local housing authority has been primarily concerned, 
as the mayor mentioned, with the elimination of this very serious 
blighted area, blighted residential area, in the community. We feel 
that if in the urban renewal program, which is part of this bill, 
capital grants-in-aid are made available to public-housing authorities 
at the local level, local public-housing authorities, for use in aiding 
slum clearance, and without having to set up another local agency at 
the local level to handle it, it would be highly desirable. In Indiana, 
for instance, under 1953 legislation, we can set up an urban redevel- 
opment commission, which is a separate taxing unit. We would like 
to get away from that, in communities which are in our situation. 
Where they have gone so far, with the plans all worked out for slum 
clearance, and then they are not able to proceed under the public- 
housing program, because of the lack of appropriations for that 
program. 

‘Lhe Cuarrman. You want continuity ? 

Mr. Donne.ty. That’s right. 

The Cuarman. You don’t want any vacuum, and you don’t want 
changing of the rules in the middle of the stream ¢ 

Mr. Donne.iy. That’s right. 

The Cuamman,. You entered into a program out there in good 
faith, and you want the Government to continue its aid in good taith 
and have continuity? That is really your big complaint and that is 
really your recommendation. 

Mayor Hieman. That’s right. 

The Cuairman. Thank you very, very much, unless you have some- 
thing further to state. Do you have any exhibits you want to place 
in the record ¢ 

Mr. Haut. I think it should be stated, Mr. Chairman, that we have 
been consistent all through this time. That we have been absorbed 
in the development of a plan to provide slum clearance programs as 
such 

The Caiman. I know you have done a great job up there. 

Mr. Haut. The rehabilitation of a bad area has been our primary 
premise. 

The Cuarrman. That’s right. It was to eliminate the slums, and 
you deserve congratulations. You are doing a good job, and your 
position is that you want to continue to do it? 

Mayor Hiveman. That’s right. 

The Cuaimman. You don’t want the Congress to do something that 
will stop you from doing a good job for the people of Michigan City ¢ 

Mr. Sconceal Mr. Chakions we do have one exhibit we would 
like to put in the record. 

The Cuarrman. Oh, yes; this is that “patch” section. 
Mayor Huxman. That’s right. 






















































ees 


a ee 


~siaieint€ 


HOUSING ACT OF 1954 871 


The Cuarrman. We can’t make this a part of the record, because 
the record cannot take photographs, but we will keep this here to be 
shown to the other menihers 

Let me ask you this question. This section 220, where we are going 
to rehabilitate old areas, will that work well in your town ? 

Mayor Hireman. I don’t understand the section clearly enough. 

The Cuarrman. It permits FHA to loan money for remodeling old 
houses and bring them up to date, providing you, as the city, will adopt 
a plan of rehabilitating blighted areas. 

Mayor Hireman. Not in this particular area, I would say it 
wouldn’t. 

The CuarrMan. Isn’t that about what you did in this area? 

Mr. Hatz. This area requires 

The Cuarrman. Did you tear this down completely ? 

Mayor Hireman. It hasn’t been demolished. 

The CuarrMan. But, you plan to tear it completely down ? 

Mayor Hireman. Section 220 does not require that it be torn down. 
It requires them to go in and rehabilitate—rehabilitate and clean up 
the old houses. 

Mr. Hauu. The “patch” area, as such—the word, itself, describes 
the area. It looks like a bunch of houses that have been taken—— 

The Cratrman. Don’t you have house in Michigan City where this 
section 220 might well work? 

Mayor Hiteman. Yes, we dohave. But, if you do take a slum area 
which is bad enough, one as bad as this particular one, we believe that 
the only way to eliminate it is to tear it down. 

The CuHarrMan. Well, there are many, many areas where you would 
have to tear it completely down. You just couldn’t rehabilitate it. 
Likewise, I think there are many, many areas which, by rehabilitation, 
and certain legislation on the part of the city requiring certain things, 
cleaning them up, cleaning up the streets and sidewalks, that you 
could really make nice sections out of them. 

Mayor Hireman. That’s right. 

The CnatrMan. For example, the areas bordering on the so-called 
“natch” area of yours have no doubt become blighted. 

Mayor Hiteman. That’s right. 

The Cnarrman. That is the area we are talking about in section 220. 

Well, thank you, gentlemen, it is nice to have you. 

(Mayor Hileman’s prepared statement follows :) 





A STATEMENT AND RECOMMENDATIONS BY THE CITY OF MICHIGAN City, IND., AND 
Irs Loca Houstne AUTHORITY WITH REFERENCE TO PURLIC HOUSING, AND A 
REQUEST FOR REACTIVATION OF THAT CiTy’s PUBLIC HOUSING PROJECT 


Appearing for the city of Michigan City, Ind., and its local housing authority : 
Russell G. Hileman, mayor, city of Michigan City, Ind.; John P. Donnelly, execu- 
tive director, Michigan City Housing Authority ; George N. Hall, of Beine, Hall & 
Curran, Inc., architects and engineers for Michigan City Housing Authority. 

The history of low-rent public housing in the city of Michigan City, Ind., a 
town of 30,000 population, begins in 1942. In that year an unofficial committee 
composed of six private citizens, motivated solely out of concern for the welfare 
of the community began preparing plans for a housing project primarily for mem- 
bers of the Negro race to be financed through private capital. The main object of 
the plan was to remove Nezro families of low income from a slum area com- 
monly known as the Patch, which for a long time had been a pesthole of crime, 
disease, and juvenile delinquency. This unofficial program had to be aban- 
doned, however, because of difficulty in raising necessary funds, inability to 
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overcome neighborhood resistance at available vacant sites for the project, and 
inability to obtain building materials which were in wartime short supply. 

In 1950 the idea of low-rent public housing in the community was revived with 
the establishment of the Michigan City Housing Authority under the Federal 
Housing and Rent Acts and the Housing Authorities Act of the Indiana General 
Assembly. The public support for the creation of this local authority was won 
principally on the premise that the inauguration of a low-rent public housing 
program in the city would result ultimately in the elimination of the Patch, 
— its replacement by decent, sanitary, standard dwellings for families of low 
ncome. 

For decades, the Patch, an area of approximately five square blocks, has been 
the well-recognized slum district in the community. Located in one of the 
oldest parts of the city, it is in the middle of built-up territory, with no sizable 
vacant tracts of land within small distance. On the northerly and northwesterly 
sides the Patch is bordered by commercial and industrial enterprises; on the 
easterly side it is edged by commercial establishments and a harbor which is 
used for pleasure craft and fishing-boat traffic ; on the southerly side it is adjoined 
by mixed commercial, industrial, and residential neighborhoods; and on the 
westerly side there is a residential neighborhood. 

The Patch is almost completely occupied with dwelling houses, virtually all 
of which are 30 or more years old. There are 64 dwelling structures on the 
site, containing a total of 114 dwelling units, with most of the structures in a 
greatly dilapidated condition. Of the 114 dwelling units, 100 of them—or ap- 
proximately 87 percent—are substandard. The vast majority of the dwellings 
on the site are either very much dilapidated, overcrowded, or lack sanitation 
facilities. 

Although the cancerous condition of this slum has been recognized and ad- 
mitted by everyone in the community, private enterprise has found it too costly 
and impracticable to clean up through its own resources, and the people in the 
community realized that if the slum was to be wiped out it must be through 
the means of a public-housing program. 

The families living in the Patch are predominantly Negro working people. 
The families living in the areas surrounding the Patch are predominantly white 
families of the laboring class. The residential neighborhoods adjoining the 
site are not too rundown, at present, and have fairly decent, if modest, standard 
dwellings. Slowly and not imperceptibly, however, the character of the adjoin- 
ing residential areas has heen retrogressing toward blight. With the rehabilita- 
tion of the Patch, as contemplated by the local authority's program, and assuming 
that program may be continued, this retrogression will at least be halted, and it 
is hoped may even be reversed. 

In Mareh of 1951 the local authority obtained a program reservation from the 
Public Housing Administration for a total of 170 low-rent public housing units ; 
by November of that year an analysis of a survey of necessity was completed, 
which showed a need for a total vf 152 units, with an estimated racial occupance 
of 102 white and 50 nonwhite families. The local authority, after many months’ 
inspection and study of various locations and the overall aspects of a public- 
housing program in the city, and always conscious of the acute need for clean- 
ing up the patch, and acting with the advice and concurrence of PHA, selected 
the Patch, as the site for 50 low-rent units. In addition to the element of slum 
clearance, the following factors also contributed to the selection of that site: 
the use of that site would not necessitate the uprooting and moving of families 
to a new and strange area in the city, which action would be contrary to the ex- 
pressed wishes of the people who were living on the site, and which move might 
also lead to unpleasant neighborhod reaction in the new area; all utility services 
are already located in the Patch site and are entirely adequate for proposed 
project use; the use of the Patch site also would permit the use of the same 
schools which now serve the families who would live in the project, which school 
facilities are the most adequate, new, and modern of any school facilities in the 
city; churches attended by the people who would be served by the project are 
located within easy walking distance; the principal shopping district of the 
city is very close; and the Patch site is near the industries where most of the 
workers who would live in the project are employed. 

As the site for the other 102 units, the local authority selected a vacant tract 
of land situated in another part of town. Thus the local authority’s program 
consisted of two projects: Project IND-19-1, which was the 50-unit development 
on the Patch site ; and project IND-19-2, which was the 102-unit development on 
the vacant site. 
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After the preparation and the reworking of many preliminary site plans to 
obtain PHA site approval, land appraisals were gathered on the sites. These 
appraisals showed that site-acquisition costs in the Patch would exceed the per- 
missible maximum ratio of such costs to the total development costs of project 
IND-19-1, but that site-acquisition costs of the vacant site would be substantially 
less than the ratio of such costs to the total development costs of project 
IND-19-2. PHA then advised the local authority that if both projects were 
begun and prosecuted concurrently the below-ratio land-acquisition costs for 
project IND-—19-2 could be set off against the over-ratio land-acquisition costs for 
project IND-19-1. By using this formula the ratio of total land-acquisition costs 
for both projects to the consolidated total development costs of both projects 
came within the permissible limit, and the local authority proceeded with its 
plans. Subsequently, however, PHA informed the local authority that the aver- 
aging of land-acquisition costs of both projects or the setoff of such costs of one 
project against such costs of the other project could not be done, but that each 
project had to stand on its own feet with reference to such cost items. The local 
authority’s problem, therefore, became one of increasing the unit density on the 
IND-19-1 site by transferring thereto units from the IND-19-2 site so as to 
increase the total development costs on the Patch site and thereby reduce the 
ratio of land-acquisition costs of the latter site. 

Originally the local authority had planned 2-story row-house construction on 
each of the 2 sites, which type of construction would be in general conformity 
with the prevalent 2-story residence construction throughout the city. When 
the procedure of increasing the unit density of the IND-19-1 site was followed, 
however, it was found that in order to meet PHA spacing requirements the local 
authority would have to abandon its 2-story row-house planning scheme and go 
into high-rise construction on the Patch site. At that point the local authority 
also decided that in view of the small number of units which would remain for 
construction on the IND-—19-2 site all of the 152 units should be built on the 
Patch site. Accordingly, after all of the architectural, engineering, and reloca- 
tion details were worked out, the local authority's development program as sub- 
mitted to and approved by the PHA regional office called for two 6-story high-rise 
buildings, each containing 47 units, and eleven 2-story row-house buildings con- 
taining a total of 58 units. After submission of the development program in the 
spring of 1953, the project had to be suspended because of the lack of appropria- 
tion of funds by the Congress for use during the current Government fiscal year 
for the construction of new projects which were not already under annual 
contributions contracts. 

It may be seen from the foregoing that, in the city of Michigan City, Ind., a 
long hoped for and desperately needed public improvement had been brought 
right up to the point of fruition, and then had to be indefinitely suspended and 
perhaps completely abandoned because of curtailment of appropriations therefor 
by the Congress. This situation was bitterly disappointing, not only to the mem- 
bers of the local authority who had worked long and conscientiously in planning 
and replanning the housing projects, but also to all of the townspeople who 
had finally had in sight the eradication of the town slum. After considerable 
time and funds had been expended in designing the greatest public and humani- 
tarian benefit in the history of the community, the project had to be stopped on 
the very eve of its taking physical shape and substance. The plans were, and are, 
all ready and have been approved by PHA; the community was, and still is, 
enthusiastically in support of the project; all that was, and is, still needed is the 
money to actually begin the construction of the buildings. 

With this history and background, it is the earnest plea of the city of 
Michigan City, Ind., that this Senate Banking and Currency Committee give 
favorable consideration to an amendment of existing legislation, which amend- 
ment would have the effect of repealing earlier amendments to appropriation 
measures, so as to permit the city of Michigan City, and other small cities and 
towns which may be at a similar stage of public-housing programing, to reactivate 
its public-housing project and to have a realization of what has been so seriously 
and thoroughly planned and what is so necessary and important for healthy 
community life and growth. 

It is respectfully submitted for the consideration of this committee that 
slum conditions can be just as acute and just as debilitating in small cities and 
towns as in large metropolitan areas, but that the small city’s problem in 
clearing up a slum area is far more difficult because of the inadequacy of private 
capital to accomplish even relatively small scale slum clearance with its accom- 
panying long-term and questionable return on the capital investment involved. 
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The only firm hope for slum clearance in the small town is by means of the 
public-housing program, made more adaptable to and flexible for the town’s 
requirements. 

It may be pointed out here that, if the Michigan City housing program is per- 
mitted to proceed as planned, the two most important and desirable results will 
be accomplished: the most unwholesome district in the city will be eliminated; 
and decent, sanitary, standard dwellings will be provided for low-income families 
who have been living in substandard accommodations. It may also be pointed 
out, however, that the accomplishment of these results will have a discordant 
aspect: The type of construction which will have to be utilized, viz., the two 
6-story apartment buildings rising into the air above their surroundings and 
above practically the entire town, for that matter, will stick out like the pro- 
verbial sore thumbs and will be completely out of harmony with other residential 
construction style in the community. 

It is respectfully swhmitted for this committee’s consideration: 

(1) That in small Communities, where a public-housing project is combined 
with slum clearance, a grant-in-aid be made available for use by the local housing 
authority to cover those costs of slum-site acquisition which are in excess of the 
permissible ratio of site acquisition costs to total development costs. It is sug- 
gested that such grant-in-aid to the local housing authority for such use will 
obviate the creation of another municipal-government agency or taxing-unit for 
urban redevelopment as is contemplated in proposed legislation, and it will accom- 
plish the same fundamental purpose. Such provision would also do much toward 
eliminating a nonconforming pattern of high-rise construction which otherwise 
would have to be utilized in order to balance PHA cost requirements. 

(2) That the limitation on cost related to room count alone be liberalized or 
be made more flexible. Under existing cost limitations, most small cities can- 
not build public-housing units in even close approximation to the general archi- 
tecture of small, modest homes in the community. The liberalization of these 
cost limitations would allow the design and consrtuction of public-housing units 
for single persons, many of whom are as deserving of public-housing benefits as 
well as “‘families.” 

It is respectfully suggested to this committee that the adjustment of the public- 
housing program to permit the implementation of the above proposals would, to 
a great extent, soften the hard “institutionalized” structural form of public 
housing and would make the program more acceptable and palatable, as a whole, 
to the smaller communities and community planning throughout the United 
States. 

In conclusion the city of Michigan City, Ind., and its local housing authority 
expresses its sincere thanks to this committee for the opportunity to appear before 
it and present its ideas concerning low-rent public-housing projects and problems 
in small cities and towns. It is, of course, sincerely hoped by the city and by 
its local authority that it will be possible to have the Michigan City housing 
project reinstated during the coming fiscal year. 

It is further hoped that the foregoing presentation may be of some value to 
this committee and its important work. 


The CHatrman. Our next witness will be Mr. DuLaurence of the 
National Apartment Owners Association. 


STATEMENT OF HENRY DuLAURENCE, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL APARTMENT OWNERS ASSOCIATION, 
INC. 


Mr. DuLavrence. Mr. Chairman, I think you have finally found 
somebody that thinks this bill is exceedingly liberal. 

The Cuarrman. Thank you. We are not looking for a compliment, 
but it helps once in awhile. 

Mr. DuLavrence. Chairman Capehart, and members of the Senate 
Banking and Currency Committee, my name is Henry DuLaurence, 
and I am chairman of the legislative committee of the National Apart- 
ment Owners Association. My home is Cleveland, Ohio. The Na- 
tional Apartment Owners Association appreciates the privilege of 
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being permitted to give its views on the proposed “housing bill” under 
consideration. 

At the outset, I would like to say that we are unalterably opposed 
to Government’s interference or participation in activities which are 
part of or competitive to private business. We believe that none of 
these activities should be continued by Government unless they are 
absolutely essential to the national w elfare and cannot be provided 
just as efficiently and economically by private enterprise. 

The housing bill now being considered is very broad in scope. It 
includes “aid in the provision and improvement of housing, the elimi- 
nation and prevention of slums, and the conservation and the develop- 
ment of urban communities.” It will effect our banks, savings and 
loans and mortgage banking institutions. The National Apartment 
Owners Association will limit itself to the consideration of its effect 
on our present supply of housing. 

I would like to emphasize that we believe it highly desirable and 
extremely beneficial to have virtually every American family own its 
own home. We believe the family and society benefit through home 
ownership. Nevertheless, since the Second World War we have been 
living under laws designed for the encouragement of home construc- 
tion and ownership. We have had increasingly generous provisions 
for higher financing and lower downpayments. We must face the fact 
that sometime—if we have not already done so—we will reach a point 
where all these seeming benefits will work a great disfavor to their 

recipients, and a har dship on the entire Nation. 

In coming here as a representative of the association, I wish to 
emphasize that, of necessity, I must speak for all housing, whether 
privately owned or rental. Private and rental housing are joined 
together with the common purpose of furnishing homes for our people. 
What affects one segment of our housing very quickly affects the other. 
With but minor exceptions their economic life is inseparable. 

In our considerations, we are deciding not only the fate of future 
housing, but, more importantly, solving the fate of our present housing 
as well. There are approximately 43 million nonfarm housing units. 
This total is composed of approximately 24 million owner-occupied 
units, 18 million tenant units with about 1 million unclassified. These 
43 million housing units are the Nation’s largest single asset. It is 
larger than any industry in the country and may well be of more value 
than all industries: combined. 

The importance of maintaining the values of our presentstock of 
housing becomes evident when we realize that to 24 million families, 
the equity in their home is their largest asset. Any situation which 
may adversely affect the values of their homes will, in turn, affect 
the financial stability of their owners and the Nation. 

This bill is of equal interest to some 7 million citizens, owners of 
the 18 million rental units in the country. To a large extent this 
property represents the savings of the great American middle class. 
These people are equally anxious to prevent a chain reaction causing 
vacancies—cheaper housing, cheaper rents—followed by a deflation 
in the values of homes and rental property. 

Recession versus depression : 

We have studied the report of the President’s Advisory Committee 
on Housing and have been impressed by the diligent effort it repre- 
sented and the laudible purposes which it liberally expressed. How- 
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ever, I would also like to suggest that a well-planned housing program 
could help keep our economy on an even keel. Conversely, an ill- 
conceived plan could further emphasize our excessive inventory in all 
goods and throw us into a serious depression. 

In considering this problem, we should remember the significant 
fact that virtually every serious depression in this country has oc- 
curred when there was a recession in industry coupled with a recession 
in real estate. The depressions of the 1840’s, 1870’s, 1890’s, and 1930's 
are examples of this economic phenomenon. 

I have brought several charts with me of real-estate activity, and 
I would like to refer to them at the present time. 

I think in determining what we should do with this bill, we must 
determine where we are in the real-estate cycle. I think we will all 
agree that timing is of the utmost importance to all business. Let 
us take, for instance, an automobile agency. 

Seven or eight years ago it would have been the proper time to 
start an automobile agency. If we would consider starting one now, 
I think our judgment would be that it would be just the opposite. 

Real estate is also subject to this sort of timing. 

At the top of this graph, you will find two different cycles repre- 
sented. The top one is business-activity graph produced by the 
Cleveland Press Co., and the bottom one is the real-estate-activity 
graph produced by Roy Winslick & Co. of St. Louis. 

By that graph, we know exactly what happened any one par- 
ticular year in each of these business activities. 

I have testified previously that the really serious depressions of this 
country have occurred when business was in the recession at the same 
time that real estate was in the recession. 

This is perfectly evident in this spot of the 1870's, when you see 
that business has gone down. 

The Cuarrman. Is real estate the bottom of the line? 

Mr. DuLavrence. Real-estate activity is shown by the bottom line. 
The top one is the business-activity cycle. 

The Cuarrman. But the bottom one is the real estate? 

Mr. DuLavrence. Yes. 

The Carman. What is the shady area? 

Mr. DuLavurence. I have cut up a few of these charts. Perhaps 
it would be easier to follow me if I passed these around. 

We see here the great depression of the 1870’s. This was really a 
very serious depression, as you will notice, more people lost their 
properties percentagewise in the depression of the 1870’s than ever 
since, including the depression of the 1930’s. The foreclosure rate 
was the highest ever known in our statistical history. 

You see the great depression of the 1890’s. In this case we also 
have a business recession, coupled with a real-estate recession. And, 
of course, most of us have lived through, or known intimately some- 
thing about the great depression of the 1930's, where we had a business 
recession, coupled with real-estate recession. 

Now, over, and on top of this real-estate activity chart is super- 
imposed an idealized cycle of approximately 1814 years. This is not 
affected by the tops and the bottoms of the chart, but is merely super- 
imposed so that from the top of one cycle to the top of the other cycle, 
we have a period of 1814 years. 
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When we look at this chart, we readily see that, generally speaking, 
give and take 1 or 2 years, real estate is in an 18- -year cycle, and that 
from the top of one real-estate boom to the bottom of the real-estate 
depression, to the top of the next real-estate boom, is approximately 
181% years, and this cycle has come up periodically for the entire time 
of this chart from 1851 on. 

If this chart were long enough and extended back to the first days 
of our country, we would find the same type of cycle going on and 
the same economic phenomenon. 

It is also interesting to note that before 1800 this same type of 
cycle went on in England. The records go back approximately 200 
years on which they could base their charts, and this same type of 
cycle has gone on in England for approximately 200 years, except 
that the cy cle was a 20- -year cycle. 

Now it must be determined just where we are at the present time 
in our real-estate cycle in order to see what approach should be used 
toward this housing bill. 

In the first place, as shown by our business-activity cycle, we have 
had a period of 15 or 16 years of tremendous business activity. So 
that we now have a large inventory, not only in the hands of the 
manufacturer and the middle man and the retailer, but we undoubt- 
edly have a tremendous inventory of goods in the hands of the ultimate 
consumer. 

And it would be only reasonable to believe that we would have some 
decline or recession from this high activity in business. 

In the last 8 or 10 years, we have had a tremendous activity in 
the real-estate cycle, second only to the one in the 1890’s, Also, we 
have had the largest construction of homes for the last. 8 years of 
any 8-year eriod in the entire history of our country. 

In addition to that, if we look at this idealized real-estate cycle, 
we will find that the cycle, itself, is definitely on the down grade. 

Somebody the other day asked me whether I was a about 
this cycle. I said, “No; I’m not superstitious about the cycle, because 
I see what is causing it.” 

The CuarrMan. What is this large place here? What is that? 

Mr. DuLaurence. That is probably 1946. 

The CHarrman. Was 1946 the biggest year in home building? 

Mr. DuLavrence. That was the biggest year we had in sales. 

The Cuarrman. In home building? 

Mr. DuLavrence. No; in all real-estate turnover, new homes, old 
homes, and general real-estate turnover. 

The Cuarrman. Is this sales or built construction, or what ? 

Mr. DuLavrence. Yes; these are sales of property. Forced sales 
and willing sales of property. 

The depressions in real estate have been caused by exactly the same 
thing—overbuilding. In the depression of the 1930's it was caused by 
the overbuilding of the 1920’s. You will see on your chart the con- 
struction line in blue, indicating that construction was above normal. 

The same thing was true in the case of real-estate depression of 1912 
to 1918. 

The construction in the early 1900’s was above normal. 

The same thing was true in each one of these other real-estate depres- 
sions. In fact, the first boom that we see on this particular chart, in 
1851, was caused by gold being found in California. Of course, that 
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started a general boom across the country which included heavy home 
construction. 

The Cmairman. Well, those are very interesting figures. 

Mr. DuLavrence. Recessions and booms in real estate have occurred 
in periodic cycles of fairly equal length. This is the longest percepti- 
ble business cycle and takes almost a generation to complete. Al- 
though undoubtedly affected by other business conditions, they are 
generally considered to occur independently of them. 

And, there, I might indicate that this eyele does occur independently 
of other conditions. Take, for instance, the recession in reat estate in 
the years 1914 to 1917 of the First World War. We actually had a 
recession in real estate at the same time we were having a business boom 
during the First World War. The same thing is true in the depres- 
sion of 1907, which was commonly called the “bank panic of 1907.” 
We had a recession in business, and actually it did not have too much 
effect on real estate. It was still above normal. 

I would like to skip over to the top of page 5, to “Are we overbuilt ?” 

One of the characteristics of a building boom is that it seems to feed 
on itself. Even at its crest most people see the need for more building 
and are fully convinced that it will continue. I think this is our 
situation today. Before we decide to go along with the crowd, we 
must consider the following: 

One, that the building boom has continued for over 8 years. 

Two, that much of this building has been fostered by increasingly 
liberal credit terms. 

Three, that we have more housing per capital than ever before in our 
history. If we occupied our housing as we did in 1940, we would have 
6,500,000 vacant units or 13 percent vacancy ratio. 

The CHairman. Say that again. 

Mr. DuLavrence. If we occupied our housing in 1954, as we did 
in 1940, if we would have the same number of people to each housing 
unit, we would have a vacancy of 614 million units, or 13 percent. 

The Cmatrman. You mean a vacancy in rental property, or ia all 
property ? 

Mr. DuLavrence. All property. 

Four, that the growth of our Gasetias compared to the growth of 
our adult population indicates phenomenal growth in housing. Be- 
tween 1940 and 1952 our adult population increased 14 million; our 
housing 12,700,000. 

Five, that our marriage rate has been going down for several years. 

At the present time it is at the lowest rate in 14 years. 

Six, that there will be fewer young people of marriageable age for 
the next few years than in the past few years. The lowest point will 
be reached in 1957. 

Seven, that normal economic conditions will cause a contraction in 
the use of housing. 

Eight, the clearance of slum housing and the rebuilding of slums 
will not prevent our overbuilt condition. However, it will give us a 
chance to build some extra units for direct replacement. 

I would like to skip to the bottom of the page and discuss the sug- 
gestions we have on the present bill. 

Section 101, title I, provides for repair and rehabilitation loans. 
We believe that this section provides for sound and beneficial help to 
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many homeowners. These loans are designed to encourage repairs 
and rehabilitation. Easily available, they are made on a short-term 
basis. 

We think that this financing should not only be easily available but 
easily payable. There is a great deal of sound, well-built housing in 
substandard areas which cannot be mortgaged because of its location. 
This prevents the repair or rehabilitation of property which otherwise 
could be saved. Maintenance and modernization of such property 
should be encouraged by easy long-term payments. A first mortgage 
will give ample protection. The increased maturity period will cut 
down the burdensome payments required by short maturity dates. 
Consequently, we offer the following proposal : 

One, in the case of property without mortgage the maturity date 
may be increased to 10 years for single dwellings and 15 years for 
multiple-unit dwellings where such loans may be secured by first 
mortgage collateral. 

Providing money for rehabilitation is excellent but we do not 
believe it goes far enough. Money is only one of the tools necessary 
for the repair and rehabilitation of property, but money is worthless 
without the know-how, ability, and euhueionding of how it should 
be spent. To remedy this problem we make the following suggestion : 

Two, that architectural advice be made available for contemplated 
improvements. That this be provided for a modest sum and that it be 
a preliminary requisite for the obtaining of such a loan. 

There has been considerable question as to whether or not property 
can be properly rehabilitated, and if it can be rehabilitated, can it be 
rehabilitated cheaply enough to make it worthwhile. 

We have included two sets of pictures of before and after examples 
of rehabilitation. I think it would be agreed that in both cases there 
has been a distinct improvement, so that the property is much more 
desirable. But more important it can be inexpensive. We can see 
from the first page that the entire rehabilitation of this property 
amounted to $849, so that it can be a very inexpensive procedure. 

The next page shows a picture of a piece of property that was called 
outmoded. It was called an old dog. People said “What woman 
would want it.” “It should be torn down and replaced.” 

All remarks about it were completely unflattering. 

For the sum of $680 we made the improvements that you see there. 
You will see that the result produces a very dependable home at a very 
modest expenditure of money. 

I think it is important, of course, to remember that most people 
probably would not know how to make this type of improvement and 
make it as cheaply unless they had architectural help. That is why 
we included these pictures, and that is why we make the suggestion 
that architectural advice be available. There has been too much 
waste of money that has been borrowed under title I which would have 
been put to good use with sound advice. 

Three, that more rigorous rules be established to protect the home- 
owner from dishonest builders and unprincipled contractors. 

Section 202, title II, home financing: This section increases the 
amounts which may be loaned on 1- to 4-family dwellings in the 
following manner—and I have given the schedule which is known to 
all of us. 


44750—54— pt. 1 
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We object to increasing of these loanable amounts, not so much 
because this tends to be inflationary, but because this insures mort- 
gages on houses which closely approach the luxury class. A $20,000 
mortgage represents a house valued at no less than $24,500, the house 
of a $10,000 to $12,000 a year executive. 

Even if we do agree that this high-income bracket housing classi- 
fication has a right to Government help, I think we would also agree 
that easy credit of this kind frequently — owners to overbuy or 
purchase a home which their income really doesn’t permit. If we owe 
—— a duty of helping them buy homes, we also owe them the duty 
of keeping them from getting head over heels in debt. Under the 
present law a house of just over $19,000 can be purchased under FHA 
insurance. That would seem ample for the ordinary needs of the 
average citizen. 

In the next two paragraphs we suggest a plan which, if found 
necessary, could cut down the payments and still be economically 
sound. 

We would suggest that a special provision be made in the case of 
homes between the $8,000 and $15,000 price range. That these homes 
be sold under trusteed mortgages or land contracts as follows: 

One, reduction of the original downpayment to one-half of sched- 
ule, but in no event less than 5 percent. 

Two, providing for enlarged or special amortization payments for 
the next 3 years. 

Three, at the end of the special amortization period the owner will 
obtain a deed to the property subject to normal financing. 

We do not believe this is necessary, at this time, but merely suggest 
it as a way out, in case this committe finds it is. 

Section 215, cooperative housing: This section provides for loans 
used for the construction of cooperative housing. 

We belive it rather unfortunate that this section has been expanded 
to encourage families, especially veterans, to enter into this form of 
homeownership. When Gename is scarce this may appear a desirable 
way of procuring a home. 

Unfortunately, the cooperative fails to do this on many counts. 
Except in a very few places and under unusual circumstances it has 
proved itself a poor investment. Its resalability is poor both as to 
facility and price. Neither physically nor psychologically does it 
give the feeling of home or homeownership. 

In the next paragraph the scale of loans would seem to indicate 
cooperatives are favored, but we can’t understand why they are so 
favored, because to us the cooperatives are the least desirable of home 
ownership for the average person. 

Section 220, at the bottom of page 10, rehabilitation and urban 
renewal: This section provides for financial assistance in the rehabili- 
tation of existing dwelling accommodations and the construction of 
new dwellng accommodations as an aid in the elimination of blight 
and slum conditions, and in the prevention of the deterioration of 
property located in an urban renewal area. 

We believe that every reasonable means should be given cities not 
only to rebuild their slum areas, but to prevent the deterioration now 
in or closely approaching the twilight zone. We subscribe with all 
the conditions set forth in section 220 of the contemplated bill. We 
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would like to suggest 1 or 2 others which we believe would be of great 


help. 

fenert advice necessary : I do not believe that I am maligning people 
when I say that most people do not know how to redecorate, rehabili- 
tate, or remodel a home on a sound economic basis. They frequently 
know what they like, but invariably do not know how to achieve it. 
Consequently, a great deal of money is wasted through poor rehabili- 
tation, poor planning, useless construction, which, once the newness 
wears off, causes worse looking slums than we had before. 

Therefore, we suggest : 

One, that every city certifying under section 220, hire or provide 
for the services of at least one architect, whose duty it will be: 

(A) To furnish examples of modernized facades of the types of 
homes indigenous to the city, and 

(B) To provide architectural advice to prospective rehabilitators 
at. moderate cost. 

The importance of this I believe cannot be overemphasized. 

Simple slum prevention: We have discussed the elimination and 
the prevention of slums for many years. We have discussed the so- 
called causes of slums, but we have failed to do the one thing which 
will do more to prevent slums than any other one thing provided for 
to date. 

Slums are blamed on many things, but a fundamental analysis 
shows that these are not the basic causes but rather contributing factors 
or symptoms of slums. It would be foolish to say that aged buildings 
cause slums, or that locations cause slums, or that foreigners or colored 
people cause slums, or that a dense occupancy causes slums. 

Reduced to its lowest common denominator the cause of slums 
is a loss in the desirability of a house, a location, or a district. It is 
wrong for us to think it is age. Are the New England towns to be 
considered slums? It is wrong for us to think it is location because 
of the remarkable changes that have been made in urban areas that 
have been rebuilt. 

I will skip down to the paragraph headed, “Save the exterior and 
you save all,” 

I have already mentioned the cause of slums as a loss of desirability 
which in turn is caused by a loss of eye appeal. What is the first thing 
that happens to start neighborhood deterioration? Do the roofs leak, 
does the plumbing give out, do porches sag, are windows broken, are 
lawns overgrown! The first move toward deterioration starts when 1 
or 2 or 3 houses on the street are unpainted and unkept and remain so 
to the obvious discouragement of their neighbors. 

Those who have the opportunity to watch neighborhoods disinte- 
grate will remember that exterior painting is the first thing to be dis- 
carded once a neighborhood starts down the path toward slums. If we 
are to save our neighborhoods from a few penurious owners and a few 
avaricious landlords, we will follow the forward step of many Euro- 
pean cities. They have found the solution in local laws compelling 
proper maintenance of the exterior of their buildings. Consequently, 
our second recommendation is as follows: 

Two, every city requesting certification will be asked to pass a local 
ordinance requiring the refinishing of all painted surfaces of the 
exteriors of all buildings one coat no less than once every 5 years unless 
waived for cause by the city building department. 
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Every citizen should be held responsible for the condition of the 
premises on which he lives regardless of whether he is landlord or 
tenant. ‘Too many cities have ordinances which hold only the prop- 
erty owner responsible for the debris and litter on the premises. bo 
help prevent slums the tenant must and should be held equally respon- 
sible. Local city councils back away from passing such ordi- 
nances for obvious reasons. Consequently, we have the following 
recommendation : 

Three, that every city requesting certification be required to pass 
an ordinance, if they do not already have one, making the occupants 
of premises responsible for any debris, rubbish, or litter found on 
those premises, regardless of whether he is the owner or the tenant. 

Full incentive: We believe that every incentive must be used to en- 
courage the rebuilding of urban renewal] areas. Consequently, we 
are in accordance with the provision of section 220 which increases, 
as added inducement for such rebuilding, the loans available from 
the 80 percent of section 207 to 90 percent permitted under this section. 
For the same reason we think it is a mistake to place any limitation 
on rents in these structures. 

We believe that rents should not be controlled under this section 
for several reasons. Every incentive must be given the prospective 
builder to encourage him to build in the renewal area. The profit 
motive is one of the most important. Rent control itself is wrong 
in principle and favors the unscrupulous and dishonest operator. In 
addition, we believe that rent control is unnecessary because the area 
itself will preclude unreasonable rents. We also believe another 
important incentive would be to permit accelerated depreciation on 
this construction. 

Section 220 (d), Paragraph 2, subsection (B) on page 18 of the 
House bill. This is believed to be unfair competition for the private 
builder or investor, who has to build or rebuild in these areas. 

Under a liberal construction almost any instrumentality whether it 
be Federal, State, municipal, or private, whether it be a limited divi- 
dend or redevelopment or housing corporations or nonprofit organiza- 
tions either public, quasi-public or private could become organized 
and start construction under this provision of section 220. It could 
become another form of public housing. 

This would make it undesirable, in fact impossible, for private enter- 
prise to compete. If it is the avowed purpose of this bill to have 
private enterprise carry on the urban renewal program, then this pro- 
vision, section 220D, paragraph 2, subsection B, page 18, should be 
deleted. 

Section 221, relocation: This is the section which provides for the 
system of relocating families displaced as a result of governmental 
action in the community which has certified to the commissioner ac- 
cording to this act. We would like to make the following suggestions: 

One, the same limitation be placed on section 221 that was placed on 
section 220. Briefly, the required services of an architect. 

Two, this type of financing provided under section 221 be available 
only in certified renewal areas, for the following reasons : 

(A) Under the generous provisions of this section people will be- 
enconraged to rebuild the core of the city. Given an alternative they 
would obviously pick some other location. 
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(B) The 95 percent financing provisions for a $7,000 home under 
section 203 would obviate any great hardship to any one desiring to 
leave the renewal area. 

(C) This would encourage home ownership in renewal areas which 
aa be a beneficial situation for the entire area. 

Section 221, paragraph (d), subsection 3, we object to for the reason 
we objected to the previous one, in that whenever it permits unfair 
competition with private enterprise, that it would discourage the en- 
trepreneur from constructing housing in renewal areas, and because 
the 100 percent financing coupled with nonprofit organizations makes 
it very, very closely related to public housing. This particular provi- 
sion in the bill could be used to circumvent limitations placed on the 
construction of public housing. I will not read the section on public 
housing that I have here, because I think our position on public is 
well known. We don’t believe in it because we do not believe the type 
of people it was meant for are occupying it. 

In conclusion: We have discussed the various provisions of the bill 
concerning rehabilitation, slum elimination, and urban renewal. We 
believe that this program is practical and that thereby sound civic 
goals can be achieved. However, as we stated previously, money is not 
the only tool necessary to insure the success of this program. We need 
planning and guidance for the borrowers to insure actual improvement 
to their homes. Occupants must be held responsible for the exterior 
housekeeping of their premises. We must recognize that responsi- 
bility for exterior maintenance must be mandatory upon the owner 
if we are to prevent future slums. 

Inasmuch as public housing is not part of this bill, I will not read 
my entire statement on this subject. I am sure this committee is 
fully acquainted with our position against public housing and our 
reasons for it. However, I will ask that our entire statement be 
included in the record. 

We do not believe that the present generous provisions for the 
financing of homes should be increased at this time. We are main- 
taining a very high rate of construction. Any overproduction would 
be deflationar y, thereby wiping out the slim equities of the very home- 
owners created by this bill. 

At the beginning of our testimony we suggested that we would 
limit our consideration of the housing bill to its possible impact on our 
existing housing inventory. I use the word inventory purposely in the 
hope that it will remind us of our superabundant inventory in other 
products. These inventory problems are tremendous, and they are 
rising every day, not only in farm products but in so many com- 
modities such as autos, steel, et cetera. 

If there is any purpose for my being here, it is in the hope that I 
have shown you that housing can stand just so much of the hypodermic 
needle before it too can be overbuilt. In fact, I hope I have shown 
you that the overproduction of butter is child’s play compared to the 
overproduction of housing. Butter spoils in a relatively short time, 
but it takes years to work off an overbuilt housing situation. 

I hope I have shown you that in considering this bill we are de- 
ciding not so much the future of the housing to ‘be built as the future 
of the 43 million nonfarm housing units now on hand. And if, at this 
critical stage, we are to become concerned, let us also be concerned with 
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the 30 or more million homeowners who have had the courage and 
thrift to save for their homes as well as with the few who haven't. 

Under this bill we believe we may increase the construction of hous- 
ing abnormally. We maintain such abnormal stimulation is the most 
dangerous thing possible to our economy. We are debasing the biggest 
asset owned by the majority of our people, their home. We are 
endangering its value, its desirability and the financial standing of all 
homeowners. 


This bill, unless substantially modified, offers a sure method for 
deliberately creating overbuilding, overfinancing, abnormal rise in 
private debt and as the end result, a financial depression caused by 
inability of the borrowers to meet their mortgage obligations. Basic 
housing is now available to everyone at very small effort through 
modest savings. Little more can be asked or should be granted. 

The next page I have included 

The Cuarrman. Your statement will be put in the record, as pre- 

ared. 
: Mr. DuLavrence. Thank you very much. 

The Cuairman, Any questions, Senator Bennett ? 

Senator Bennett. No. 

The Cuamman. Senator Frear ? 

Senator Frear. No. 

The Cuarrman. It isa very fine statement and we appreciate it very 
much. You have given usa lot of things to think about. 

Mr. DuLavrence. Thank you, sir. 

(The prepared statement of Mr. DuLaurence follows :) 


STATEMENT oF HENRY DULAURENCE, CHAIRMAN, LEGISLATIVE COMMITTEE, NATIONAL 
APARTMENT OWNERS ASSOCIATION, INC. 


Chairman Capehart and members of the Senate Banking and Currency Com- 
mittee, my name is Henry DuLaurence, and I am chairman of the legislative 
committee of the National Apartment Owners Association. My home is Cleve- 
land, Ohio. The National Apartment Owners Association appreciates the privi- 
lege of beihg permitted to give its views on the proposed housing bill under 
consideration. 

At the outset, I would like to say that we are unalterably opposed to Govern- 
ment’s interference or participation in activities which are part of or com- 
petitive to private business. We believe that none of these activities should be 
continued by Government unless they are absolutely essential to the national 
welfare and cannot be provided just as efficiently and economically by private 
enterprise. 

The housing bill now being considered is very broad in scope. It includes “aid 
in the provision and improvement of housing, the elimination and prevention 
of slums, and the conservation and the development of urban communities.” It 
will affect our banks, savings and loans, and mortgage-banking institutions. 
The National Apartment Owners Association will limit itself to the considera- 
tion of its effect on our present supply of housing. 

I would like to emphasize that we believe it highly desirable and extremely 
beneficial to have virtually every American family own its own home. We be- 
lieve the family and society benefit through homeownership. Nevertheless 
since the Second World War we have been living under laws designed for the 
encouragement of home construction and ownership. We have had increasingly 
generous provisions for higher financing and lower down payments. We must 
face the fact that sometime (if we have not already done so) we will reach a 
point where all these seeming benefits will work a great disfavor to their re- 
cipients, and a hardship on the entire Nation. 

In coming here as a representative of the association I wish to emphasize 
that, of necessity, I must speak for all housing—whether privately owned or 
rented. Private and rental housing are joined together with the common pur- 
pose of furnishing homes for our people. What affects one segment of our 
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housing very quickly affects the other. With but minor exceptions their eco- 
nomic life is inseparable. 

In our considerations we are deciding not only the fate of future housing 
put, more importantly, solving the fate of our present housing as well. There 
are approximately 43 million nonfarm housing units. This total is composed 
of approximately 24 million owner-occupied units, 18 million tenant units with 
about 1 million unclassified. These 43 million housing units are the Nation's 
largest single asset. It is larger than any industry in the country and may well 
be of more value than all industries combined. 

The importance of maintaining the values of our present stock of housing 
becomes evident when we realize that to 24 million families the equity in their 
homes is their largest asset. Any situation which may adversely affect the 
values of their homes will in turn affect the financial stability of their owners 
and the Nation. 

This bill is of equal interest to some 7 million citizens, owners of the 18 million 
rental units in the country. To a large extent this property represents the 
savings of the great American middle class. These people are equally anxious 
to prevent a chain reaction causing vacancies—cheaper housing—cheaper rents 
followed by a deflation in the values of homes and rental property. 


RECESSION VERSUS DEPRESSION 


We have studied the report of the President’s Advisory Committee on Housing 
and have been impressed by the diligent effort it represented and the laudible 
purposes which it liberally expressed. However, I would also like to suggest 
that a well-planned housing program could help keep our economy on an even 
keel. Conversely an ill-conceived plan could further emphasize our excessive 
inventory in all goods and throw us into a serious depression. 

In considering this problem we should remember the significant fact that 
virtually every serious depression in this country has occurred when there was 
a recession in industry coupled with a recession in real estate. The depressions 
of the 1840’s, 1870's, 1890's, and 1930's are examples of this economic phenomenon. 

Recessions and booms in real estate have occurred in periodic cycles of fairly 
equal length. This is the longest perceptible business cycle and takes almost a 
generation to complete. Although undoubtedly affected by other business con- 
ditions, they are generally considered to occur independently of them. Conse- 
quently we must come to the conclusion that a depression in real estate occurs 
for the normal causes—the existence of a buyer’s market—which is caused by 
overproduction or excessive inventory. 

The recession or boom in housing is further accentuated by two important 
characteristics seldom found in other commodities. 

1. Homes cannot follow demand: Build too many homes in one city and 
you have a real-estate depression in that city regardless of how great the 
demand might be a hundred miles away. This can be cured only by the 
natural growth of population or the natural collapse of old houses in the 
community. 

2. Housing is very sensitive to overproduction: Almost every commodity 
is susceptible to increased consumption except housing. No family can use 
more than one house in a given community. Consequently too many houses 
does not mean more use of housing, but rather a vacancy of housing, thus 
affecting adversely the value of other housing in the community. 

I have taken the liberty of considering some of the economic fundamentals 
of housing in order to emphasize the importance of housing and the ease of over- 
production once supply and demand have come into balance. That it would be 
highly undesirable to undermine the value of the average family’s and the 
Nation’s largest asset cannot, I believe, be disputed. 


ARE WE OVERBUILT? 


One of the characteristics of a building boom is that it seems to feed on itself. 
Even at its crest most people see the need for more building and are fully con- 
vinced that it will continue. 1 think this is our situation today. Before we 
decide to go along with the crowd we must consider the following: 

1. That the building boom has continued for over 8 years. 
2. That much of this building has been fostered by increasingly liberal 
eredit terms. 
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3. That we have more housing per capita than ever before in our history. 
(If we occupied our housing as we did in 1940 we would have 6,500,000 va- 
cant units or 18 percent vacancy.) 

4. That the growth of our housing compared to the growth of our adult 
population indicates phenomenal growth in housing. (Between 1940 and 
1952 our adult population increased 14 million; our housing 12,700,000.) 

5. That our marriage rate has been going down for several years. 

6. That there will be fewer young people of marriageable age for the next 
few years than in the past few years. 

7. That normal economic conditions will cause a contraction in the use 
of housing. 

8. The clearance of slum housing and the rebuilding of slums will not 
prevent our overbuilt condition. However, it will give us a chance to build 
some extra units for direct replacement. 

(a) The need for rehabilitation is far greater than housing replacement. 

(b) We have a larger percentage of good housing in the country than ever 
before. It will be difficult to determine how much replacement we will 
need, and where, pending normal occupancy. 


We can see there is ample evidence that we may be past the crest of the 
housing boom and evidence that we may be overbuilt. The provisions of our 
housing bill must be limited so that the civic benefits may be available without 
causing a surplus and destroying the value of existing housing. 

We would like to discuss the various provisions of S. 2938, 88d Congress, 2d 
session. We are familiar with housing because housing is our business. More 
so, we believe, than the builder who builds the housing for sale, the real-estate 
broker who sells the housing for his commission, and the mortgagor who 
finances the transaction for his interest return. We are the ones who own and 
operate housing—it is our responsibility and our problem. We have the follow- 
ing suggestions, by section: 


Section 101, title I; provides for repair and rehabilitation loans 


We believe that this section provides for sound and beneficial help to many 
homeowners. These loans are designed to encourage repairs and rehabilitation. 
Easily available they are made on a short-term basis. 

We think that this financing should not only be easily available but easily 
payable. There is a great deal of sound, well-built housing in substandard 
areas which cannot be mortgaged because of its location. This prevents the 
repair or rehabilitation of property which otherwise could be saved. Mainte- 
nance and modernization of such property should be encouraged by easy long- 
term payments. A first mortgage will give ample protection. The increased 
maturity period will cut down the burdensome payments required by short 
maturity dates. Consequently, we offer the following proposal: 

1. In the case of property without mortgage the maturity date may be 
increased to 10 years for single dwellings and 15 years for multiple-unit 
dwellings where such loans may be secured by first-mortgage collateral. 

Providing money for rehabilitation is excellent but we do not believe it goes 
far enough. Money is only one of the tools necessary for the repair and re- 
habilitation of property, but money is worthless without the know-how, ability, 
and understanding of how it should be spent. To remedy this problem we make 
the following suggestion : 

2. That architectural advice be made available for contemplated improve- 
ments. That this be provided for a modest sum and that it be a preliminary 
requisite for the obtaining of such a loan. 

3. That more rigorous rules be established to protect the homeowner 
from dishonest builders and unprincipled contractors. 
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Examples of Rehabilitation 


A little money + know-how= transformation 


Before 


Well started on 
the down-grade 


After 


A few months and 
approximately 
$849, 00 later. 


Before 


"Our old Dog", "Out- 
moded", ''What woman 
would want it?", "Should 
be torn down and re- 
placed" were some of 
the flattering remarks 
made of this one, 
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A few months and approximately $680, 00 later. 


Most substandard housing doesn't need to be torn down; However people will 
require help and guidance to do an effective and permanent rehabilitation. 


Section 208, title II ; home financing 


This section increases the amounts which may be loaned on 1 to 4 family 
dwellings in the following manner: 1 and 2 family, from $16,000 to $20,000; 3 
family, from $20,500 to $27,500; 4 family, from $25,000 to $35,000. 

We object to increasing of these loanable amounts, not so much because this 
tends to be inflationary, but because this insures mortgages on houses which 
closely approach the luxury class. A $20,000 mortgage represents a house 
valued at no less than $24,500, the house of a $10,000 to $12,000 a year executive. 

Even if we do agree that this high-income bracket housing classification has 
a right to Government help, I think we would also agree that easy credit of this 
kind frequently permits owners to overbuy or purchase a home which their in- 
come really doesn’t permit. If we owe people a duty of helping them buy homes, 
we also owe them the duty of keeping them from getting head over heels in debt. 
Under the present law a house of just over $19,000 can be purchased under FHA 
insurance. That would seem ample for the ordinary needs of the average 
citizen. 

Home ownership encowraged.—For the reasons already mentioned we do not 
believe that a decrease in downpayments is either advisable or economically 
sound at the present time. Nevertheless, if this committee finds that there is 
a need for their further reduction then we have a suggestion which we believe 
is practical and which will cure the dilemma. This would tend to accomplish 
both objectives, i. e., be economically sound and reduce the required down- 
payments. 

We suggest that a special provision be made in the case of homes between the 
$8,000 and $15,000 price range. That these homes be sold under trusteed mort- 
gages or land contracts as follows: 


1. Reduction of the original downpayment to one-half of schedule but in 
no event less than 5 percent. 


2. Providing for enlarged or special amortization payments for the next 
3 years. 

3. At the end of the special amortization period the owner will obtain a 
deed to the property subject to normal financing. 


We offer this as a possible solution to the pressure for lower downpayments 
but do not believe the insurable amounts should be increased nor the down- 
payments reduced. 
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Section 213: Cooperative housing 


This section provides for loans used for the construction of cooperative housing. 

We believe it rather unfortunate that this section has been expanded to 
encourage families, especially veterans, to enter into this form of home owner- 
ship. When housing is scarce this may appear a desirable way of procuring a 
home. 

Unfortunately the cooperative fails to do this on many counts. Except in a 
very few places and under unusual circumstances it has proved itself a poor 
investment. Its resalability is poor both as to facility and price. Neither 
physically nor psychologically does it give the feeling of home or home owner- 
ship. We think it poor judgment to encourage people to invest money in what 
has proven to be something of a white elephant in the past and what may well 
be one again in the future. 

ire the cooperatives favored?—We fail to understand why the cooperative 
has the most liberal financing provisions in the bill. The housing provided seems 
to be the least desirable if past experience is any criterion. _ Actually this bill 
provides far more liberal financing to the cooperative than to the individual 
homeowner or private apartment operator. 

Section 203: Single- to 4-family—95 percent of first $8,000, then 75 percent, 
30 years financing. 

Section 207: Private multifamily—sS0 percent loan, 30 years financing. 

Section 213: Cooperative multifamily—90 percent and 95 percent, 40 years 
financing. 

It is difficult to see who can gain from this admittedly questionable promotion 
with the exception of the builders. 


Section 220: Rehabilitation and urban renewal 

This section provides for financial assistance in the rehabilitation of existing 
dwelling accommodations and the construction of new dwelling accommodations 
as an aid in the elimination of blight and slum conditions, and in the prevention 
of the deterioration of property located in an urban renewal area. 

We believe that every reasonable means should be given cities not only to 
rebuild their slum areas, but to prevent the deterioration now in or closely 
approaching the twilight zone. We subscribe with all the conditions set forth in 
section 220 of the contemplated bill. We would like to suggest 1 or 2 others which 
we believe would be of great help. 

Expert advice necessary.—I do not believe that I am maligning people when 
I say that most people do not know how to redecorate, rehabilitate or remodel 
a home on a sound economic basis. They frequently know what they like, but 
invariably do not know how to achieve it. Consequently, a great deal of money 
is wasted through poor rehabilitation, poor planning, useless construction, which, 
once the newness wears off, causes worse looking slums than we had before. 

Therefore, we suggest: 1. That every city certifying under section 220, hire or 
provide for the services of at least one architect, whose duty it will be: (a) to 
furnish examples of modernized facades of the types of homes indigenous to the 
city, and (6) to provide architectural advice to prospective rehabilitators at 
moderate cost. 

The importance of this I believe cannot be overemphasized. 

Simple slum prevention.—We have discussed the elimination and the preven- 
tion of slums for many years. We have discussed the so-called causes of slums— 
but we have failed to do the one thing which will do more to prevent slums than 
any other one thing provided for to date. 

Slums are blamed on many things, but a fundamental analysis shows that these 
are not the basic causes but rather contributing factors or symptoms of slums. 
It would be foolish to say that aged buildings cause slums, or that locations 
‘ause slums, or that foreigners or colored people cause slums, or that a dense 
occupancy causes slums. The Housing Committee mentioned neglect by city 
governments as a cause for slums. 

Reduced to its lowest common denominator the cause of slums is a loss in the 
desirability of a house, a location, or a district. It is wrong for us to think it is 
age. Are the New England towns to be considered as slums? 

Save the exterior and you save all.—I have already mentioned the cause 
of slums as a loss of desirability which in turn is caused by a loss of eye appeal. 
What is the first thing that happens to start neighborhood deterioration? 
Do the roofs leak, does the plumbing give out, do porches sag, are windows 
broken, are lawns overgrown? The first move toward deterioration starts when 
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1 or 2 or 3 houses on the street are unpainted and unkept and remain so to the 
obvious discouragement of their neighbors. 

Those who have had the opportunity to watch neighborhoods disintegrate will 
remember that exterior painting is the first thing to be discarded once a neigh- 
borhood starts down the path toward slums. If we are to save our neighbor- 
hoods from a few penurious owners and a few avaricious landlords, we will follow 
the forward step of many European cities. They have found the solution in 
local laws compelling proper maintenance of the exterior of their buildings. 
Consequently, our second recommendation is as follows: 

2. Every city requesting certification will be asked to pass a local ordi- 
nance requiring the refinishing of all painted surfaces of the exteriors of all 
buildings 1 coat no less than once every 5 years unless waived for cause by 
the city building department. 

Every citizen should be held responsible for the condition of the premises on 
which he lives regardless of whether he is landlord or tenant. Too many cities 
have ordinances which hold only the property owner responsible for the debris 
and litter on the premises. To help prevent slums the tenant must and should 
be held equally responsible. Local city councils back away from passing such 
oer for obvious reasons. Consequently, we have the following recommen- 

ation : 

8. That every city requesting certification be required to pass an ordi- 
nance, if they do not already have one, making the occupants of premises 
responsible for any debris, rubbish, or litter found on those premises. 

Full incentive-—We believe that every incentive must be used to encourage 
the rebuilding of urban renewal areas. Consequently, we are in accordance 
with the provision of section 220 which increases, as added inducement for 
such rebuilding, the loans available from the 80 percent of section 207 to 90 
percent permitted under this section. For the same reason we think it is a mis- 
take to place any limitation on rents in these structures. 

We believe that rents should not be controlled under this section for several 
reasons. Every incentive must be given the prospective builder to encourage 
him to build in the renewal area. The profit motive is one of the most im- 
portant. Rent control itself is wrong in principal and favor the unscrupulous 
and dishonest operator. In addition we believe that rent control is unneces- 
sary because the area itself will preclude unreasonable rents. We also be- 
lieve another important incentive would be to permit accelerated deprecia- 
tion on this construction. 


Section 220 (da), paragraph 2, subsection (B) on page 18 of the House bill 


Under a liberal construction almost any instrumentality whether it be Fed- 
eral, State, municipal, or private, whether it be a limited dividend or re- 
development or housing corporations or nonprofit organizations either public, 
quasi public or private could become organized and start construction under 
this provision of section 220. It could become another form of public housing. 

This would make it undesirable, in fact impossible, for private enterprise 
to compete. If it is the avowed purpose of this bill to have private enterprise 
carry on the urban renewal program, then this provision (sec. 220 (d), par. 2, 
subsection B, p. 18) should be deleted. 


RELOCATION 
Section 221: Relocation 


This is the section which provides for the system of relocating families dis- 
placed as a result of governmental action in a community which has certified to 
the Commissioner according to this act. We would like to make the following 
suggestions : 

1. The same limitation be placed on section 221 that was placed on 220. 
Briefly: The required services of an architect. 

2. That this type of financing provided under section 221 be available 
only in certified renewal areas, for the following reasons: 

(a) Under the generous provisions of this section people will be encouraged 
to rebuild the core of the city. Given an alternative they would obviously 
pick some other location. 

(b) The 95 percent financing provisions for a $7,000 home under section 
203 would obviate any great hardship to anyone desiring to leave the re- 
newal area. 

(c) This would encourage home ownership in renewal areas which would 
be a beneficial situation for the entire area. 
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Section 221, paragraph (d), subsection 3, provides that a nonprofit corporation 
or association regulated under Federal or State laws, or by political subdivisions 
of State or agencies thereof, may borrow money for the construction and opera- 
tion of housing. The preference given public or quasi-public organizations is 
obvious. The private builder is granted financing of 85 percent of appraised 
value on individual homes—the public association is granted 100 percent financ- 
ing of appraised value and up to $5 million in funds. In addition this public 
organization could build any place at 100 percent financing, while the private 
builder under section 220 will be restricted to slum renewal areas at 90 percent 
financing. We object to the inclusion of this provision for several reasons: 

1. Because we believe it permits unfair competition with private enterprise. 

2. Because it will discourage the entrepreneur from constructing and oper- 
ating housing in renewal areas. 

3. Because the 100 percent financing coupled with a nonprofit organization 
“regulated or supervised under Federal or State laws” makes this very 
closely related to public housing. This provision could be used to circum- 
vent limitations placed on the construction of public housing. 

This section 221, paragraph (d), subsection 3, should be deleted in its entirety. 


PUBLIC HOUSING 


We regret that the need for more public housing will not be reviewed this 
year. It has become more and more apparent that public housing is not being 
occupied by the indigent or the needy but by people in moderate circumstances 
who could provide for themselves. The relief client, the pensioner, the public 
charge is the exception rather than the rule. 

Frankly it is impossible to determine just exactly who occupies public housing 
and the legal right to their being there. Nor are the financial operations avail- 
able for review. The directors of public housing are reluctant to divulge any 
information concerning both their tenancy and their operations. Inasmuch as 
these are quasi-public institutions subsisting on public money, we believe that 
Congress should make it mandatory for all public housing directors to make 
available their books for review to responsible organizations. 

We believe that public housing should be made available to the people for 
whom it was meant. All public housing now standing and under construction 
should be available under priority to: 

1. For indigent families supported by relief. 

2. Veterans dependent principally on their pensions or disability pay- 
ments, 

38. Any dwellings left over should be available to the lowest economic tenth 
of the community. 

Unless this is provided the existence of public housing cannot be reconciled. 
When these limitations are adopted we can then determine with comparative 
accuracy our need for future public housing, if any. 

We believe that all Lanham housing should be sold or disposed of as quickly 
as possible. There is little or no reason for the continuation of Government 
operation of this type of housing at the present time. Many public housing 
administrators refuse to relinquish their control of these housing units for pri- 
vate or personal reasons or as a matter of ideology. However, they have served 
their purpose and their sale will not diminish the amount of housing available 
for the American public. They should be sold as soon as possible—in any event 
within the next 12 months. 

CONCLUSION 


We have discussed the various provisions of the bill concerning rehabilitation, 
slum elimination, and urban renewal. We believe that this program is practical 
and that thereby sound civic goals can be achieved. However, as we stated 
previously, money is not the only tool necessary to insure the success of this 
program. We need planning and guidance for the borrowers to insure actual 
improvement to their homes. Occupans must be held responsible for the exterior 
housekeeping of their premises. We must recognize that responsibility for ex- 
terior maintenance must be mandatory upon the owner if we are to prevent future 
slums. 

We do not believe that the present generous provisions for the financing of 
homes should be increased at this time. We are maintaining a very high rate 
of construction. Any overproduction would be deflationary, thereby wiping out 
the slim equities of the very homeowners created by this bill. 
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At the beginning of our testimony we suggested that we would limit our con- 
sideration of the housing bill to its possible impact on our existing housing 
inventory, I use the word inventory purposely in the hope that it will remind 
us of our superabundant inventory in other products. These inventory problems 
are tremendous—and they are rising every day—not only in farm products but 
in so many commodities such as autos, steel, etc. 

If there is any purpose for my being here it is in the hope that I have shown 
you that housing can stand just so much of the hypodermic needle before it too 
can be overbuilt. In fact, I hope I have shown you that the overproduction of 
butter is child’s play compared to the overproduction of housing. Butter spoils 
in a relatively short time—but it takes years to work off an overbuilt housing 
situation. 

I hope I have shown you that in considering this bill we are deciding not so 
much the future of the housing to be built as the future of the 43 million nonfarm 
housing units now on hand. And if, at this critical stage, we are to become con- 
cerned, let us also be concerned with the 30 or more million homeowners who 
have had the courage and thrift to save for their homes as well as with the few 
who haven't. 

Under this bill we believe we may increase the construction of housing abnor- 
mally. We maintain such abnormal stimulation is the most dangerous thing 
possible to our economy. We are debasing the biggest asset owned by the majority 
of our people—their home. We are endangering its value, its desirability, and 
the financial standing of all homeowners. 

This bill, unless substantially modified, offers a sure method for deliberately 
creating overbuilding, overfinancing, abnormal rise in private debt, and, as the 
end result, a financial depression caused by inability of the borrowers to meet 
their mortgage obligations. Basic housing is now available to everyone at very 


small effort through modest savings. Little more can be asked or should be 
granted. 
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POPULATION AND HOUSING COMPARISONS 


Population increase : Housing increase: 
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ADULT POPULATION AND HOUSING 











Adult Housing 
population units — 
1940 (14 years and SONG a Fob gig 20 2 37, 300, 000° 





1952 (14 years and 













Increase adult 
population_____ 14, 000, 000+- 









Comparison : 
RireRNe, Mr eneG rie Sg eS 8, 400, 000° 
RTRIS TCE TR Lockett map teteneetita n-oneteineniles 12, 700, 000 





NUMBER OF VACANT DWELLING UNITS IF HOUSING USED AS IN 1940 








TEER te A SERIE eR een AE 6, 500, 000 units. 
VesciEg On ee re a te ee eer os 13 + percent, 


1 Census, p. 20, No. 41 ; Census, HC-8, No. 1. 
2 Census, p. 20, No. 41. 
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The Cuarrman. Since we can’t finish this morning, I think we might 
as well recess until 2:30—I was going to say if anyone has just a 
short statement that they could handle in about 3 or 4 minutes, we 
might take them now. 

Mr. Mirenety. It might take 5 minutes. 

The Carman. All right. Mr. Mitchell for the National Asso- 
ciation for the Advancement of Colored People. 


STATEMENT OF CLARENCE MITCHELL, NATIONAL ASSOCIATION 
FOR THE ADVANCEMENT OF COLORED PEOPLE 


Mr. Mrrcnetx. I have one chart I would like to put up, and refer 
to it, after I summarize my testimony. 

Mr. Chairman and gentlemen of the committee, I am Clarence 
Mitchell, director of the Washington Bureau of the National Associa- 
tion for the Advancement of Colored People. 

I have my prepared statement which I would like to submit for the 
record, 

The Cuamman. Without objection, your statement, as ppepaned, 
will be inserted in the record. I don’t think we can put that chart 
in, can we? 

Mr. Mircnet.. We have an attachment. 

The Cuarrman. We will place that chart in the record, too, at the 
end of your remarks, 

Mr. Mirene.y.. I want to call the committee’s attention to the first 
part of our statement where, in the third paragraph of page 1, we offer 
an amendment to the basic housing legislation. 

We ask that “The aids and powers made available under the several 
titles of this act are not to be conditioned or limited in any way on 
account of race, religion, or national origin of builders, lenders, 
renters, buyers, or families to be benefited.” 

We have pointed out in our statement, that it is our firm conviction 
that if the present housing laws were properly administered, there 
would be no need for this amendment. ‘The problem is that the hous- 
ing agencies have studiously ignored their responsibilities. They have 
not had the courage to adopt such programs and policies as would 
eliminate the discrimination that exists under the present housing 
legislation. 

We have said in our statement here that the policies which are fol- 
lowed by the housing agencies would not in any sense embarrass the 
present Malan government of South Africa, which is a prosegregation 
government. Curiously enough there is in this morning’s New York 
Times a statement about the Malan government of South Africa 
embarking upon a program of clearing Negroes out of the slums areas 
over there, and apparently they will do it in about the same principle 
followed in this country ; namely, that government money is used for 
the purpose of clearing colored people out of areas where they now 
live, reducing the land available to them, and all with the assistance 
of tax-supported aid of one kind or another. 

Now, we want to call the committee’s attention specifically to Sa- 
vannah, Ga., where we have an area which is a place where’a great 


many colored people have lived for years, and that area has been 
cleared out. 
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Right in the middle of it there is a wonderful and enormous. new 
housing development with plots, trees, playgrounds, and what- 
not, for whites only, and all around it, of course, are these shacks, 


unpaved streets, slum areas, where the colored people are forced to 
live. 


I would like to offer if I may, Mr. Chairman, for the record, a re- 
quest that we submitted to the housing agencies way back in 1952, 


asking them if they would change these policies, and they have to 
date—— 


The Cuatrman. Without objection, that will be made a part of the 
record. 
(The information follows :) 


STATEMENT ON Hovustne Supmitrep TO Mr. RAYMOND M. FoLey, ADMINISTRATOR 
OF THE HovuSING AND HoME FINANCE AGENCY 


There has been a steady and dangerous trend in the application of racial pol- 
icies by the housing agencies of the Federal Government since the United States 
Supreme Court decided the restrictive covenant cases in May of 1948. When 
the Court made that decision, it opened the door for colored homeseekers to pur- 
chase and use property in any neighborhood where there is a willing seller. 
This has resulted in a steady expansion of the colored population out of the racial 
ghetto into nonsegregated housing areas in communities such as Los Angeles, 
Calif. ; Cleveland, Ohio; Washington, D. C.; and Richmond, Va. The chief threat 
now to this progress in eliminating Negro ghettos comes from the Federal Gov- 
ernment itself through the operations of the Housing and Home Finance Agency 
and its constituent agencies. 

Under the sium clearance and urban redevelopment program, colored residents 
of some areas that will be cleared are being forced to move out while white per- 
sons will be the only racial group admitted to the new rental or sales housing 
to be erected on the cleared site. 

The number one illustration of this incredible type of discrimination, with 
the assistance of the Federal Government, is Baltimore, Md., where there are 
two areas designated for redevelopment—one known as the Waverly project and 
the other in the vicinity of the Johns Hopkins Hospital. 

In several cities, public-housing projects will be built in areas where colored 
people have lived for many years but when the new projects are completed they 
will be designated for white occupancy. 

The most critical example of this is Savannah, Ga. In this community, a 
number of colored families will be moved from what is known as the Old Fort 
area. We are advised that, because the site selected for the housing project in 
Savannah is of historical interest, city officials have decided that the project 
must be for whites only. 

Under the FHA program, the city of Washington is ringed with new develop- 
ments for white persons only. We are informed by builders that there are iron- 
clad agreements between FHA and various lending institutions under which 
new housing areas must be designated for a specific racial group. Hence, in the 
areas surrounding Washington, practically all of the FHA-insured developments 
are for whites only. This is the typical pattern of FHA operations in the North 
and West; in the South, FHA operations generally reinforce patterns of residen- 
tial segregation. 

The defense housing program will, undoubtedly, follow the same pattern of 
segregation now in effect under the other housing operations. The policy set 
forth in the Administrator’s letter to Congressman Abraham J. Multer, dated 
November 26, 1951, clearly permits continued segregation. 

During the debate on the defense housing bill in the first session of the 82d 
Congress, Congressman Multer stated that he had been advised by FHA that 
questions pertaining to segregation in housing aided by the Federal Government 
had been taken care of by administrative regulation. At that same time, the 
FHA through its general counsel, Mr. B. C. Bovard, said the following: 

“I know nothing in the National Housing Act or in rules and regulations there- 
under which would authorize the (FHA) Commissioner to require that mort- 
gagors disregard racial considerations in the selection of their tenants. This 
would appear to be a matter for determination by the mortgagor and not bv thie 
Administration.” 
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Thus the housing agencies, while publicly stating that they will not insure 
mortgages or otherwise aid housing where there is imposed a restrictive covenant, 
actually use the vast sums of money, powers, and knowledge at their disposal to 
aid and support segregation in all phases of housing. 

This is the exact opposite of the following position taken by the Department 
of Justice in its amicus curiae brief in the case of Shelley v. Kraemer, No. 72, 
Supreme Court of the United States, October 1947: 

“The Government is of the view that judicial enforcement of racial restrictive 
covenants on real property is incompatible with the spirit and letter of the 
Constitution and laws of the United States. It is fundamental that no agency 
of Government should participate in any action which will result in depriving 
any person of essential rights because of race or color or creed.” 

The time has come for the housing agencies to cease the hypocritical practice 
of refusing to approve written restrictive covenants while closing their eyes 
and ears to the actions and verbal statements of builders, lenders, local housing 
authorities, and others who make plain and publicly say that housing constructed 
with Federal assistance will be exclusively for members of a specific racial group. 
In essence, the Federal housing agencies are operating on a “separate but equal 
policy” in direct contradiction of the United States Supreme Court and national 
policy as stated in briefs filed by the United States Department of Justice. 

This is the time for the housing agencies to deny any assistance or finances 
unless there is a guaranty that the housing made available will be open to all 
qualified applicants without regard to race. 

Because the present course of the housing agencies is a serious threat to the 
gains made by the NAACP and other organizations through court action against 
restrictive covenants, we are confronted with this question: “Is it better to 
oppose the housing program, as such, and, thereby, halt Federal action in this 
field than to let the present program continue and within the next 5 years face 
a new and more terrible kind of restriction on the use and occupancy of housing 
imposed with the help of the United States Government itseif?” 


Mr. Mircnett. This exhibit shows an incredible arrangement. 
It is from the city of Baltimore. I hope some of you members, Mr, 
Chairman, will go over this and take a look at the monstrosity. Here 
is an area of the city which at present is occupied by about a thou- 
sand colored families. The city has embarked upon a program of 
clearing out that slum area, but it is also going to clear out some of 
the good housing in there. 

Here is the way they are going to do it: In this section there is 
substantial housing that is being occupied by colored people. That 
will be torn down. Here there is a white church which has great 
historic significance, and it will be left. Here is a white dairy which 
will be left, and it is going to make an unsightly appearance there, 
because there will be milk cans, trucks, and all that sort of thing right 
in that area that is to be redeveloped. 

Then there is a great big warehouse, also, owned by white people. 
That will also be left in the area. 

But, down here is a historic colored Methodist church, which must 
be over 100 years old, which will be demolished. 

Here is another church; a colored Baptist church, which will be 
demolished. 

And why is Baltimore doing it? The city officials are doing it 
because the people in charge of that plan say they want to make 
that area like a Beacon Hill, like the Boston Beacon Hill area. It 
will be one where the Negroes will be sharply limited as far as occu- 
pancy is concerned. We say that if the State of Maryland, and the 
city of Baltimore want to do that, it is a form of immoral conduct, 
but it is even more awful if the Federal Government gives the city 
the tax money that is collected from all of the people of the United 
States to carry on that kind of discrimination. We think that our 
amendment, if adopted, would prevent such discriminatory practices. 

44750—54—pt. 158 
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We also would like to call to the committee’s attention the fact 
that the same city officials cleared out a colored and white neighbor- 
hood, which was about 50 percent colored and 50 percent white. It 
was known as the Waverly development project. That area today 
is occupied exclusively by white people, and there is a letter which 
I got from the Baltimore Urban League, a social work agency, that 
I would like to submit for the record. 

The Cuarrman. Without objection, it will be made a part of the 
record. 

(The letter referred to follows :) 


MortTeace Services, Inc., 
Norfolk 10, Va., July 15, 1958. 


Norfolk, Va. 
GENTLEMEN: Attached please find plans and specifications with certain per- 

tinent exhibits along with our check for $45. We regret to have to return this 

folder, but our New York outlet has cut us off from FHA presentations. 

We know you are aware of the passage of a new bill, June 30, and no one 
is able to entertain any loans on a discounted basis until the new regulations 
are issued by FHA and VA. 

This particular loan is further complicated in the fact that it is a Negro 
loan, and the tightness of today’s market makes it impossible for this company 
to place it regardless of what discount is available until we can get a go-ahead 
sign from our New York outlets. 

Sincerely yours, 
Morreace SERvices, INc., 
Warren A. Ort, President. 

Mr. Mrrenert. It has been said by some Baltimore officials that 
colored people are living in that area now, and the letter will show 
clearly it is occupied entirely by white people. 

In conclusion, I would like to call your attention to the activities 
of the FHA. Perhaps the most colossal illustration of FHA’s sins 
is up in Bucks County, Pa., where an enormous new city, known as 
Levittown, which will have thousands of homes, is being built solely 
because it is getting FHA financing. The owner of that development 
says that it is going to be exclusively for white people. He is willing 
to let dogs in, but no Negroes. 

Not only do we suffer from this type of cruelty in the housing pro- 
gram, but in addition to that, often when these devolpments take 
place colored people are cheated out of their just returns, when they 
sell their property. For example, I would like to call the committee's 
attention to a quote which we have in our testimony, concerning a 
hearing which was held out in the State of Oklahoma. In that hear- 
ing one of the real-estate men came before the committee and testified 
that he was offered $4,000 for some land, which was to be bought. He 
went into court and ultimately got $12,000. He asked the housing 
appraisers why was it they only offered $4,000 for the land that was 
worth $12,000. There, in the Congressional Record, is a statement 
that “Tliere was just a bunch of coons living out there and we, there- 
fore, thought the land was not of much value.” 

In Savannah, a classmate of mine has a Presbyterian Church. That 
church was forced out of the area that I mentioned awhile ago. His 
congregation was first offered $8,000 for the church property. Later 
they were offered $13,000; finally they went into court and got 
$40.000 for it. 
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So, it is a very horrible thing, gentlemen of the committee, that not 
only do we get ‘excluded from these areas, but then when they start 
clearing the land they cheat us out of our property values. 

The final thing that to me is of great aciiannas because it is the 
first time I have seen in writing what we know happens all along, was 
this letter which was sent by a mortgage company, concerning its 
policies on colored loans under FHA. I maul like to read this 
paragraph : 


This particular loan is further complicated in the fact that it is a Negro loan, 
and the tightness of today’s market makes it impossible for this company to place 
it regardless of what discount is available until we can get a go-ahead sign 
from our New York outlets. 


If I may, Mr. Chairman, I would like to insert that. 
The Cuarmman, Without objection, it will be made a part of the 


record. 
(The letter referred to follows :) 


BALTIMORE URBAN LE nan E, 
Baltimore, Md., March 22, 1954. 
Mr. CLARENCE MITCHELL, 
National Association for the Advancement of Colored People, 
Washington, D. C. 

Dear CLARENCE: I checked today directly with the Harry Bart office, the 
developer of the Waverly project. 

With the exception of four vacancies, the project is completely tenanted by 
white families. This lays to rest the rumor that a couple of Negro families have 
been accepted. 

Always cordially yours, 
FuRMAN L. TEMPLETON, Executive Director. 


Mr. Mircne.. These things will not happen if our amendment is 
adopted, and it seems to me the Congress of the United States has a 
duty to halt this kind of abuse of public funds. 

That is the conclusion of my statement. 

The Cuarrman. Thank you very much. You made a fine state- 
ment. What you said is very impressive. 

(Mr. Mitchell’s prepared statement follows :) 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASHINGTON BurEAU, 
NAACP 


Mr. Chairman and gentlemen of the committee, I am Clarence Mitchell, direc- 
tor of the Washington Bureau of the National Association for the Advancement 
of Colored People. 

Our organization requests that the Housing Act be amended to provide for 
protection against the growing pattern of segregation which is promoted by 
housing officials of the Federal Government. 

Our proposed amendment reads: “The aids and powers made available under 
the several titles of this act are not to be conditioned or limited in any way on 
account of race, religion, or national origin of builders, lenders, renters, buyers, 
or families to be benefited.” 

We are firmly convinced that the housing agencies now have full authority to 
issue regulations which will prevent segregation in housing that is financed on 
a whole or part by Federal funds. 

The Federal Government has clear authority to require that public housing 
and facilities or housing in redeveloped areas must be available to all qualified 
renters, buyers, or users without regard to race. 

The Federal Government has clear authority under present law to require that 
FHA insured property must be available to all qualified persons without regard 
to race as a condition of obtaining Federal insurance. 

Unfortunately, the Federal agencies have never had the courage to exercise 
this authority, and, for that reason, we are asking that your committee amend 
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the Housing Act to provide that as a condition of receiving Federal assistance 
in the form of loans, grants, or insurance, Government agencies and others must 
agree that housing and other facilities made possible by such grants, loans, or 
insurance must be available to all qualified persons without regard to race. 

The present housing policies are a somewhat wordy echo of previous discrimi- 
natory practices which have been in effect ever since the Federal Government 
entered the housing field. 

As evidence of our effort to correct this problem, I would like to submit for the 
records, a memorandum sent by our organization to Mr. Raymond Foley, Admin- 
istrator of the Housing and Home Finance Agency, on January 11, 1952, 

The Congressional Records of August 15, 1951 (pp. 10293 and 10297) and June 
27, 1953 (pp. 7752-7753) show that the housing agencies have consistently tried 
to make the Congress believe that existing regulations prevented the kind of 
abuse that we have set forth in our memorandum. 

Under the new housing Administrator, Mr. Albert Cole, the situation has not 
improved, although a great many words have been spoken and written by Mr. 
Cole and his subordinates on this subject. 

We are convinced that when the President mentioned minority-group problems 
in his housing message of January 25, he intended to reaffirm his important prin- 
ciple that Federal funds should not be used to promote and expand racial segrega- 
tion and discrimination. 

Despite the President’s fine intentions, Mr. Cole and his subordinates continue 
to approve housing policies which permit housing patterns that would not in any 
sense embarrass the Malan government of South Africa which is openly dedicated 
to a program of complete racial segregation. 

The same memorandum that we submitted to Mr. Foley was submitted to Mr. 
Cole for consideration. As yet, we have not had any promise that the housing 
agency will change these practices that we have complained about. 

If the committee wishes to get a firsthand picture of how the Government is 
being used to promate racial segregation, I recommend that a trip be made to 
Savannah, Ga., and Baltimore, Md. 

The Savannah trip will reveal that land in the middle of a slum area populated 
by colored people has been cleared and a low-rent project has been built there. 
This project sharply contrasts with the surrounding area in that there are grass 
plots, trees, play areas, paved streets, and a general atmosphere of cleanliness. 
It is occupied exclusively by white people. All around it are the shacks and 
unpaved streets where the colored people must live 

A trip to Baltimore would reveal the workings of a slum clearance and urban 
redevelopment program under the present policies. In that city, a plan is afoot 
to redevelop an area adjacent to a State-owned armory. For years, white resi- 
dents in’ the area have vigorously fought to keep colored people from owning 
homes in the neighborhood. 

Now these forces which express themselves through an organization known as 
the Mount Royal Association are seeking to extend policies of enforced racial 
segregation to the armory site. The boundary lines of the proposed project have 
been so drawn that the Western Maryland Dairy, which is owned by white people, 
certain warehouses, also owned by whites, a white church, and a considerable 
parcel of white occupied residential property will be allowed to remain in the 
area which is to be cleared. Those in charge of the program say they are trying 
to create a Beacon Hill in Baltimore. 

On the other hand, the redeveloped portion is expected to restrict colored 
occupancy to a walkup type of apartment building, immediately adjacent to an 
area already occupied bv colored people. An elevator type of apartment building 
for white people will be built which is immediately adjacent to the white section. 

Although there are a number of substantial properties such as churches and 
homes now occupied or used by colored people, these will be demolished along 
with slum-type dwellings. The residents and users will be forced to find ac- 
commodations outside the area. 

There is little hope that the national housing officials will remedy this con- 
dition because the father of the Baltimore idea, a Mr. Richard Steiner, has been 
made the Deputy Director of the Division of Slum Clearance and Urban Re- 
development of HHFA. 

In such developments, the colored families are not only ousted from their 
land areas, but they are frequently cheated out of a fair price for their property. 

An example of this was given by Mr. Buren B. Day, an Oklahoma City, Okla., 
real-estate man who appeared before the Housing Subcommittee on Veterans’ 
Affairs on December 6, 1953. Mr. Day pointed out that local appraisers had 
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lowered the value of land when they turned in their reports, because the property 
was occupied by “a bunch of coons right out there by the river, not very much 
value.” Mr. Day pointed out that these same appraisers are now used by the 
Veterans’ Administration in housing matters. The reference may be found on 
page 3027 of the housing hearings. 

Of course, other communities may be a little more polished in their statements, 
but our experience shows that they, also, follow the practice of reducing values 
of property just because it is occupied by colored people. 

In the Savannah case that I have mentioned previously, a colored Presbyterian 
Church was located in the area that was cleared. At first, the congregation was 
offered $8,000 for the property. Later, the price was raised to $13,000. How- 
ever, when the case was taken to court, the congregation won a $40,000 judgment. 

There are numerous illustrations of FHA-promoted segregation, many of 
which are in the Maryland and Virginia areas around Washington. However, 
the most colossal of FHA discriminatory policies may be found at Levittown, 
Pa., where thousands of new dwellings are built in an entirely new community 
with FHA assistance. Mr. Levitt refuses to let any colored person buy or rent 
one of these houses. 

These illustrations show clearly that our amendment is needed to halt Federal 
sponsorship of racial discrimination in housing. Therefore, we urge that it be 
included in the bill. 

The Cuarmman. We will now recess until 2:30 this afternoon, at 
which time we will meet in this room. Our first witness will be Mr. 
Rafsky, city of Philadelphia housing coordinator. And, then, we will 
have Mr. Moore of the United Community Defense Services and Mr. 
Grantham of the National Institute of Farm Brokers. We will meet 
at 2:30 in this room. 

(Whereupon, at 12:05 p. m., the committee recessed to reconvene at 
2:30 the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Senator Homer FE. 
Canehart, chairman, presiding.) 
The Crarrman. The committee will please come to order. 


Our first witness will be Mr. Rafsky, housing coordinator, city of 
Philadelphia. 


STATEMENT OF WILLIAM L. RAFSKY, HOUSING COORDINATOR, 
CITY OF PHILADELPHIA, PA. 


Mr. Rarsxy. My name is William L. Rafsky. I am the housing 
coordinator of the city of Philadelphia, and represent the city ad- 
ministrators today. I hereby request that my written statement be 
made a part of the record. 

The Cuarrman. Without objection, your written statement will be 
made a part of the record at the end of your oral statement and your 
extemporaneous remarks will likewise be made a part of the record. 

The Cratrman. You may proceed, Mr. Rafsky. 

Mr. Rarsxy. I will merely summarize some of the points made and 
would be glad to answer any questions that may be raised. 

I would like to say, by way of prefacing our position on the pro- 
posed Housing Act of 1954, that we in the city of Philadelphia, par- 
ticularly since 1949, have tried-to apply all the known techniques in 
terms of solving our own problems of slums and blighted neighbor- 
hoods. We either have finished—and I think there are some records 
in the President’s Advisory Committee on that—or have underway 
programs designed to attack slum—— 


ties 


' 
4 





The 
locally 
fine th 
plishec 

Let 


the jol 
done. 
anythi 
very @! 
Mr. 
The 
themst 
organi 
ae 
Wash 
is real 
Tha 
Mr. 
local | 
this p 
The 
The I 
brate. 
up we 
Mr. 
rice 
i The 
better 
do it, 
Mr 
the ci 
and 
to the 
Iv 
and t 
and \ 
tion t 
So. 
the st 
Th 
that - 
won’! 
of co 


i a 
ille 
Mh 
code. 
Th 
Mi 
copy 
TI 
tions 
let’s: 
M 





ch 


HOUSING ACT OF 1954 901 


The CuarrMan. Yes, I understand that you people in Philadelphia, 
locally—that is the city government—have been doing many, many 
fine things. It has been a very active program and you have accom- 
plished a lot. We know that as a matter of record. 

Let me say this to you, that in my opinion, if we are going to get 
the job done in the United States, that is the way it will have to be 
done. Unless you get 100 percent cooperation out of a community, 
anything that the Federal Government does here is not going to be 
very effective. 

Mr. Rarsky. I couldn't agree more. 

The Cuarrman. First, the community and the city have got to help 
themselves and they have to be enthusiastic and they have got to 
organize and do the things that ought to be done. In reality it is 
really their responsibility. While I think we ought to help, from 
Washington—and we have been helping and we will continue to—it 
is really the responsibility of the local people. 

That is why we congratulate you people in Philadelphia. 

Mr. Rarsky. Our record isn’t perfect, but we have tried to get the 
local government and the real estate board people to all work on 
this problem. 

The Cuarrman. We have a lot of days now in the United States. 
The President and the governors declare certain days, and we cele- 
brate. What we really ought to have in the United States is a clean- 
up week, where everybody stops and does nothing else. 

Mr. Rarsxy. We do have that in Philadelphia. We have won the 
price for cleanup, fix up, paint up, for the seventh time in a row. 

The Cratrman. It ought to be nationwide. It would be so much 
better. It is unbelievable what you can do. Why the cities do not 
do it, I will never understand. 

Mr. Rarsxy. I might say our new housing code, which is now before 
the city council, brings up to date the code we had in effect since 1915, 
and places clearcut responsibility on both occupant and landlord as 
to their responsibilities in this field. 

I would like to say one other thing before I get to the bill itself, 
and that is we recognize our State has a responsibility i in this as w ell, 
and we are preparing a legislative program before the primary elec- 
tion to line up the candidate on this issues. 

So, after saying that, I also want to get on the record what is in 
the statement 

The CuHarrMan. Someone here this morning brought out the fact 
that in a neighborhood someone will let their property run down and 
won’t paint it, and it becomes an eyesore, nad that is the beginning, 
of course, of a slum area. 

I am in favor of passing city ordinances and State laws, making it 
illegal for a landlord or a tenant to permit that sort of thing to happen. 

Mr. Rarsxy. I would like to have you take a look at our housing 
code. I don’t have a copy here, but that i is exactly our approach. 

The Cuatrman. Is it too long to put in the record ? 

Mr. Rarsxy. I don’t think so. It is about thirty-odd pages of 
copy. OrI could mark sections. 

The Cuatrman. How about picking out the sections that are excep- 
tionally good and sending them down here to Mr. McMurray, and 
let’s make that a part of the record right at this point. 

Mr. Rarsxy. I would be glad to, sir. 
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(The information referred to follows:) 


Crry oF PHILADELPHIA, 
OFFICE OF THE HOUSING CooRDINATOR, 
Philadelphia, Pa., March 25, 1954. 
Hon. Homer CaPeH art, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


Dear SENATOR CAPEHART: At the hearing yesterday you were kind enough to 
suggest that I might submit some information concerning the responsibilities of 
owners and occupants of residential structures, which could be added to the 
record. 

I am enclosing the text of section 10, entitled “Responsibilities of Owners 
and Occupants,” of our proposed housing code, which is now before our city 
council and which should be adopted within the next few weeks. 

I very much appreciate the opportunity given to me by the committee and 
yourself to present the point of view of the city of Philadelphia. 

Sincerely yours, 
Wir11aAM L. Rarsky, 
Housing Coordinator. 


SecTron 10. RESPONSIBILITIES OF OWNERS AND OCCUPANTS 


Where in this code the obligation for observance is not clearly designated, the 
respective responsibility of owner, operator, and occupant is as follows: 

10.1. Every occupant of a dwelling, dwelling unit, or rooming unit shall main- 
tain in a clean and sanitary condition that part of the dwelling, dwelling unit, and 
yard which he occupies and controls; and shall be responsible for his own misuse 
of areas and facilities available in common. 

10.2. Every owner or operator of a two-family dwelling, multifamily dwelling, 
or rooming house shall maintain in a clean and sanitary condition the shared or 
public areas of the dwelling and yard. 

10.3. Every occupant of a dwelling or dwelling unit shall dispose of all rub- 
bish, ashes, garbage, and other organic waste in a clean and sanitary manner by 
placing it in approved storage or disposal facilities. Every occupant shall provide 
the necessary facilities for his dwelling unit and shall maintain them in a clean 
and sanitary manner. The owner or operator of a multifamily dwelling shall be 
responsible for supplying a common storage or disposal area and for the clean and 
sanitary maintenance of the common storage or disposal area, and shall be respon- 
sible further for placing out for collection all common garbage and rubbish con- 
tainers, if supplied by such owner or operator. Where any facilities are for the 
sole use of an occupant, it shall be the responsibility of the occupant to place 
these containers out for collection. 

10.4. Every owner or operator of every roominghouse shall dispose of all 
rubbish in a clean and sanitary manner by placing it in supplied and approved 
storage or disposal facilities which are safe and sanitary. 

10.5. Every occupant of a dwelling containing a single dwelling unit shall be 
responsible for the extermination of any insects, rodents, or other pests in it or 
in the yard. In a two-family dwelling or a multifamily dwelling the occupant 
shall be responsible for such extermination whenever his dwelling unit is the 
only one infested. When, however, infestation is caused by failure of the owner 
or operator to maintain a dwelling in a rodent-proof or substantially insect- 
proof condition, extermination shall be the responsibility of the owner or 
operator. 

10.6. Every owner or operator shall be responsible for extermination of any 
insects, rodents, or other pests whenever infestation exists in 2 or more of the 
dwelling units in any dwelling or in the shared or public areas of any 2-family 
dwelling or any multifamily dwelling. 

10.7. Every owner or operator of a roominghouse shall be responsible for 
the extermination of any insects, rodents, or other pests in it or in the yard. 

10.8. Every occupant of a dwelling unit shall keep all supplied facilities, includ- 
ing plumbing fixtures, cooking equipment, and screens in it in a clean and 
sanitary condition and shall be responsible for the exercise of reasonable care 
in the proper use and operation. 

10.9. Every occupant of a dwelling unit shall be responsible for hanging and 
removing all screens required for his dwelling unit by this code. 
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10.10. Every owner or operator of a two-family dwelling or multifamily 
dwelling shall be responsible for hanging and removing all screens required by 
this code for windows and doors opening to outdoor space from shared or public 
areas. 

10.11. Every owner or operator of a rooming house shall be responsible for 
hanging and removing all screens required by this code. 

10.12. During that time of the year when it is necessary, as determined by the 
department, every owner or operator of every two-family dwelling, multifamily 
dwelling and rooming house shall supply adequate heat to every habitable room 
therein except where there are separate heating facilities for each dwelling unit, 
which facilities are under the sole control of the occupant of such dwelling unit. 

10.13. No owner, operator or occupant shall cause any service, equipment or 
utility which is required by this code to be removed, shut off or discontinued for 
any occupied dwelling let or occupied by him, except for such temporary inter- 
ruption as may be necessary while actual repairs or alterations are in process, or 
during temporary emergencies. 

10.14. Every dwelling of six or more dwelling units in which the owner or 
operator does not reside shall have a janitor as deemed necessary by the depart- 
ment. 

10.15. A contract effective as between owner and operator, or owner and 
occupant, with regard to compliance hereunder shall not relieve any part of his 
direct responsibility under this code. 

10.16. Every owner or operator shall advise the occupant in writing either by 
insertion in the lease between the parties or otherwise of the maximum number 
of occupants permitted in the occupied premises under this code. 

The Cuamman. The cities and the States, by legislation and by 
voluntary action, could do so much. It is a crime and a shame that 
they don’t do it. I would be willing to pass a law that a man who 
owned a piece of rental BYbery or any other kind of property, had 
to maintain it to a certain degree, to certain standards. I think we 
ought to have those kinds of laws. 

Mr. Rarsxy. That is true. 

The Cuartrman. It will maintain the value of all the other prop- 
erty, just as a matter of common horse sense, good business. ‘They 
ought to do it. 

Well, lam doing most of the talking. You may proceed. 

Mr. Rarsxy. I welcome your remarks, because they coincide with 
much of our thinking. 

However, in saying all of that, we still feel, and I know you do, 
that Federal aid is necessary. And I want to say, in view of the com- 
ments made this morning, that as part of our statement we say we 
welcome the approach used in the Housing Act of 1954, because it 
recognizes the limitations of cities in providing remedies for inferior 
shelter. 

The bill has a number of constructive features, which we hope will 
be adopted. We feel, however, that these provisions do not go far 
enough in the approaches and the methods endorsed. 

In our comments on urban renewal, we say that the approach is a 
good one; that we have tried some of these suggestions already in 
Philadelphia, but the key to it is the amount of money that is put 
into the program. At the end of 5 years, at the end of 1954, we will 
only have eliminated a little more than 2 Pere of our one hundred- 
odd thousand dwellings which are located in what we call redevelop- 
ment or blighted areas. And we spent almost $4 million in doing that 
litle job. 

So, we feel that when the concept is expanded from redevelopment. 
to include rehabilitation and conservation, the overall concept of 
urban renewal, that the key is the amount of money to be appropriated. 
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And that is not merely a shifting of emphasis, but rather an enlarge- 
ment of an existing program. 

I recognize that this committee is not responsible for the appropri- 
ations, but I think it is important to be said in carrying out the im- 
portant language of those sections of the proposed Act. 

In the general area of the liberalization of the mortgage insurance 
terms, sections 203 and those that follow after that, we feel again that 
it is a step in the right direction. We point out, however, that both 
as we look at it nationally and specifically as applied to Philadelphia, 
that perhaps the best we can get out of that liberalization of terms is 
keeping up with the normal demand of creation of new households and 
replacing homes that are either demolished or destroyed. 

So we ask: What can be done to eliminate the 10 million sub- 
standard nonfarm homes in the United States, where occupants can 
turn neither to the Government at this time nor to private industry 
to provide what they need in housing, with minimum standards of 
decency ? 

We have calculated that the new housing starts in 1953, together 
with the conversions—and the conversions played a big role in our 
city—we have many old, large homes, and we are just about able to 
keep up with that demand. Our migration pretty well cancels itself 
out, thinking of both in and out migration. So, except for public 
housing, we haven’t been able to reduce substandard housing in Phila- 
delphia, and that at the present time is compartively small. We will 
have completed some 8,000 units, including the 1937 and 1949 
programs, by the end of this year. 

Applying the United States census figures to Philadelphia itself, 
according to the income data of 1949, better than 75 percent of our 
population earned less than $5,000. And, if we adjust it upward by 
the upward movement of income in the last 5 years, we think that 
at least 65 percent are still in that category. 

I have in our testimony the data used in the President’s Committee 
report,-as well as the problems we have in Philadelphia. We don’t 
have new homes at less than $10,000, thinking of the.average 3-bedroom 
home. Our real-estate board people tell us that last year the average 
sales price of existing homes was $8,400. The rental level for new 
construction is $85 a month, and upward. 

And a survey made by our University of Pennsylvania last fall 
indicates that the vacancy ratio in rental units already established 
was less than 2 percent. So, for all intents and purposes, they are 
not available. 

So, we raise the general question—and I must admit, in all frankness, 
it is really being raised because we do not have answers as to how 
to meet this problem of housing for that middle-income group of 
between $3,000 and $5,000. . 

The Cxarrman, You see, that is what makes me get impatient once 
in awhile sitting up here. Everybody comes in here and talks about 
it, but nobody can tell us how to do it, except by reducing interest 
rates. Well, of course, interest rates are just one of a dozen costs 
that go into housing. 

Mr. Rarsxy. What disturbs us is that you had a President’s Com- 
mittee, and you have all these excellent and qualified people in the 
Administration who have been working on this problem, and they 
haven’t come up with the kind of answers we are looking for. 
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We have some general suggestions which I have included in the 
data, and I would like to discuss them with you for a few minutes. 
But the only thing of concrete substance that has come forth in the 
legislation is section 221, in which you have a home which can be 
financed for 40 years with no downpayment, except for small settle- 
ment costs. 

As you know, the president of the National Mortgage Association is 
a Philadelphian, William Clarke, and I think he knows the Phila- 
delphia situation extremely well. 

The CHatrMan. Yes. He testified here. 

Mr. Rarsky. He indicated that to you; that is right. We don’t 
know of private home builders who are in a position to build at that 
price of $7,000. Even our 2-bedroom homes run at $8,000, at the very 
bottom. 

So, we fear that for Philadelphia, and for possibly other large 
cities, that that is not the answer. What worries us even more is 
that the income levels of families living in blighted areas, according 
to the 1950 census, and as we adjust it upward according to the wage 
and income data available to us, is in that range of $2,000 to $2,500. 
We wonder if what we are talking about is even available for that 
particular group. 

These are the kinds of things that we have thought about, and I 
have listed them on page 10 of our statement. 

We say that a fresh approach is needed, and that perhaps the exten- 
sion of existing approaches far beyond their present limits might 
help as well. 

We think that both financial incentives and subsidies have to. be 
explored. 

No. 1, we ask: What about the possibility of reducing downpay- 
ments by encouraging direct loans to home purchasers? We have 
in Philadelphia, for example, what is known as a lease-purchase con- 
tract in which, instead of the rent going to take care of merely the 
landlord’s responsibilities and his profit margin, it is to be somewhat 
a part of a downpayment, and when it reaches a certain point, which 
might be the normal downpayment, financing on a regular mortgage 
is then provided. It is subject to abuses which we are trying to cope 
with, but it is one of the possibilities. 

The CuarrMan. A gentleman was in from Indiana a couple of days 
ago with a plan similar to that. Were you here? 

Mr. Rarsxky. No; I was not. 

The CuarrMANn. His idea is that manufacturers and groups of busi- 
nessmen, and individuals, for that matter, would build homes and, 
if FHA would finance them, they in turn would make their own deals 
with the purchasers, with maybe no downpayment, maybe for 2 or 3 
years, but they and the manufacturers and those groups would guar- 
antee the mortgages to FHA. 

Of course, at the moment FHA will not finance houses on that basis, 
unless they are occupied by the owner or the purchaser. I believe 
your plan is a little bit similar. 

Mr. Rarsxy. I am interested in your suggestion, because the spokes- 
men for the home builders in Philadelphia have told me they would 
be willing to set up a nonprofit corporation to do just that kind of 
building, provided they could get the type of mortgage terms you 
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are talking about now. I think there is a lot of room for exploring 
in that direction. 

The Cuarmman. Take a manufacturer, he might be interested in 
half a dozen houses for maybe a half a dozen of his employees, and 
he would make his own terms. The worst that could happen to him 
would be that he would end up owning six homes, which he could 
well afford to own, and he could sell them or rent them or do what- 
ever he wanted to. The advantage that the manufacturer or business- 
man has is that he doesn’t put up any money unless the mortgage comes 
into default. Then he steps in and buys them. 

Mr. Rarsxy. Don’t you think it is necessary, as part of that process, 
in order to avoid the high expenses of ceil} building operations, to 
encourage the pooling of building, so that you can cut costs? 

The CHarman. ao This idea could possibly work better in 
smaller cities of under 500,000, than in larger ones. 

Mr. Rarsxy. I think it depends upon the amount of unused land 
that isavailable. In Philadelphia we have two large tracts that would 
lend itself to this kind of home building. 

One of the things I have indicated is the need perhaps to encourage 
home builders to pool their resources and engage in projects of that 
type wherever possible. 

Another suggestion I have listed is that perhaps the Government 
can do better in terms of guaranteeing construction loans for home 
builders, insuring them, as well as the mortgages in order to encour- 
age home building and to reduce their costs. 

I also wonder about the possibility of what FHA might be able to 
do, to sort of say, “It is our priority to help finance homes in the $3,000 
to $5,000 income bracket.” I don’t know how much they have ex- 
plored that, and I think that might be another incentive. 

Of course I think it is the responsibility of the local government 
to keep building standards in such a way so that they are not ex- 
pensive, and to eliminate those kinds of building practices which in- 
cure greater expense and operation. 

I believe, too, that in terms of Federal legislation, funds for a re- 
search program in this field can be mighty helpful as well. I have 
not listed in my own testimony certain types of incentives like tax 
inducements, which might also be applied to this field. 

The reason for this indefinite presentation in effect is that we feel 
that in order to avoid half-baked solutions for people whose money 
is involved in this venture, it ought to be discussed with the home 
builders and our mortgage-finance people and our bankers, to find 
out what are some of the practical approaches along this line. 
We really have a problem that hasn’t been solved. 

I have a word about public housing. I recognize it is not before 
your committee—— 

The Cuarrman. It isn’t in the bill. 

Mr. Rarsxy. We have stated our problem to the House Appropria- 
tions Committee, which is handling that. But if you think of an 
overall package, it has to be part and parcel of it, and I cite the 
income levels of families living in blighted areas. 

The last point I make is on the problem of minorities. We have had 
a special study made in Philadelphia, which indicates that 46 percent 
of our dwelling units, which were classed as substandard in the 1950 
census, are occupied by nonwhites. And whereas almost half of these 
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families live in areas certified for redevelopment, only one-eighth 
of the white families do. 

So, it seems to me our thinking has to be applied to that particular 
area of trying to provide accommodations for all, regardless of race, 
creed, or color, and we feel, again, that the bill, perhaps except for a 
taken nod to the FNMA provisions authorizing special mortgages 
under this direction, special mortgage financing, that there it little 
done to take that into account. 

Here again we suggest that special attention by FHA, working 
with the private home-financing industry, might result in encouraging 
greater opportunity for housing more minority groups. 

I sum up by saying that as far as urban renewal is concerned, the 
test is money. As far as the liberalization of the mortgage provisions 
is concerned, we need new and fresh approaches to meet the needs of 
middle-income groups. 

We certainly aed a substantial low-rent public-housing program, 
we believe far in excess of the President’s recommended 35,000 units. 

Finally, an opportunity for housing, with at least minimum stand- 
ards, for all groups in our society. 

The CuarrmMan. Let me ask you this question: Changing the name 
“urban development” to “urban renewal,” will that require a change 
in the Pennsylvania State law ? 

Mr. Rarsxy. It does not. Our counsel for the redevolpment author- 
ity says it will not. 

The Cuarrman. Thank you very much. Your statement is very 
helpful, and we are glad to have this colloquoy with you. I hope we 
van find the answer. It is not easy. 

Mr. Rarsxy. Thank you, Mr. Chairman. 

(Mr. Rafsky’s prepared statement follows :) 


STATEMENT OF WiLtIAM L. Rarsky, Housing CooRDINATOR, CITY OF 
PHILADELPHIA 


The economic soundness and civic vitality of Philadelphia depend upon renew- 
ing the city’s physical plant, particularly housing. The social and human cost, 
together with the sapping of economic strength brought about by substandard 
housing are, I am sure, well known to the members of this committee. The 
President’s Advisory Committee on Government Housing Policies and Programs 
summarized the direct financial burden of slums to a number of cities throughout 
the country, including Philadelphia.’ 

The hidden costs, particularly to human beings, are far more devastating 
even though they cannot be fully measured by the dollar sign. Indicative of 
the high price of inferior housing is the fact that in. 1953, 65.3 percent of all 
police arrests were of individuals who resided in Philadelphia’s officially certitied 
blighted areas, which contain only 25.3 percent of the city’s population (see 
table 1 attached). Similar statistics on juvenile arrests reveal that unless 
our slums are removed, significant numbers of our future juveniles from these 
areas are doomed to a life of crime. Despite the fact that the cause of crime 
is usually far more complex than physical environment, it would be ostrichlike 
to ignore the fact that in the third largest city in the country arrests of juveniles 
residing in deteriorated neighborhoods were 46.4 percent of the total, as com- 
pared to the area’s juvenile population of 25.2 percent of the entire city (table 1). 
Similarly, our losses of life and property by fire, our health, our welfare prob- 
lems are concentrated in districts where substandard housing predominates. 
From the longer range point of view, Philadelphia’s survival depends upon the 
solution of this problem. 


‘A Report to the President of the United States, the President's Advisery Committee on 
Government Housing Policies and Programs, December 1953. Appendix 2: Report of the 
Subcommittee on Urban Development. Rehabilitation. and Conservation, exhibit 4 Notes 
on the Co t of Slums to Local Governments, pp. 151-154 
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Recognizing the seriousness of the situation, we determined to do everything 
we could locally to eliminate our rundown residential areas and to provide 
decent shelter for all. The city already has an extensive program under way: 

(1) The Philadelphia City Planning Commission maintains high standards 
which private builders must follow in developing unused land. The commission 
makes every possible effort to prevent future slums from arising in Philadelphia. 

(2) Operating under the authority of the State statute, and with Federal 
funds provided under title I of the Housing Act of 1949, the Philadelphia Re- 
development Authority has demolished 761 substandard dwelling units. An 
additional 1,320 such units will be razed in 1954. By the end of this year, 1,003 
new dwelling units will have been constructed as a result of the work of the 
authority. Plans which have already been approved will in the next few years 
greatly increase this total, including some 12,000 units for one redevelopment area 
alone, the Eastwick project in southwest Philadelphia. 

(3) Although not as great in emphasis, the rehabilitation of existing houses 
has also been part of the redevelopment authority’s program.” 

(4) The Philadelphia Housing Authority has completed 4,648 number of low- 
rent dwelling units since the inception of the Federal program in 1937. By the 
end of 1954 the total of such units will be 9,157. It now manages 9,336 dwell- 
ings constructed under the various Federal programs. Project planning work 
is continuing with the aid of city funds in anticipation of the resumption of 
the Federal public housing program. 

Nor is the city relying on previous accomplishments and existing levels of 
programs in its fight against blight. Within the past few months additional 
programs have been launched and plans made for an all-out comprehensive 
attack on the problem. 

(1) A new position, housing coordinator, has been created directly under the 
mayor to bring together the various agencies now working in the field in order 
to supply a unity of purpose and an effective pooling of resources. It was felt 
that the good work of the different agencies, both city and State, was piecemeal 
and uncoordinated. 

(2) A new housing code, bringing up to date the existing law adopted in 
1915, is now pending in the city council and its adoption is expected shortly. 
It will substantially increase minimum housing standards, eliminating, for 
example, all outside toilets. In addition, revision of our health, fire, plumbing, 
and building codes are all under way. 

(3) Our zoning ordinance of 1933 is being overhauled. One of its primary 
objectives is to prevent the type of building activity which tends to downgrade 
residential areas. 

(4) Even prior to the introduction of the present legislation, the city started 
to draft experimental programs applying our entire enforcement machinery to 
achieve slum clearing, rehabilitation, and conservation. Within the next few 
weeks we plan to select pilot neighborhoods in which these procedures will be 
tested. The overall program will be developed with the aid of private groups, 
both civic and private, including the Real Estate Board and the Home Builders’ 
Association. 

(5) Our Commission on Human Relations is developing a program aimed at 
providing decent shelter for all groups in the city regardless of race, creed, or 
color. It is particularly concerned in its preliminary operation in finding out 
what factors have produced a concentration of minority groups in blighted 
neighborhoods. 

In short, we are marshaling the full force of local government to meet a critical 
situation. 

As a city which is the center of a vast economic area, we believe that the Com- 
monwealth of Pennsylvania also has an important responsibility in meeting our 
housing needs. For that reason, a legislative program calling for the State’s 
participation and assistance in the housing field will be submitted to the next 
session of the legislature in January of 1955, as well as to the candidates who are 
seeking State office this year. 

Yet in spite of all this concerted activity and these plans to cope realisticall'7 
with the major problem, we know from both experience and careful review thet 
the city of Philadelphia, like most large urban centers in the country, cannot do 
the job itself. We just do not have the financial capacity even to make a dent in 


2 For details on Philadelphia's rehabilitation activity, see A Report to the President of 
the United States, op. cit., exhibit 2, Slum Prevention Through Conservation and Rehabili- 
tation, Jack M. Siegel and C, William Brooks. 
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correcting bad housing because of the heavy fiscal burden we must assume in 
carrying out the necessary municipal functions affecting safety, health, and wel- 
fare, and because our authority to levy taxes is hemmed in by our State constitu- 
tion. This position, recognized by Congress in 1949, is amply documented in the 
Report of the President’s Advisory Committee on Government Housing Policies 
and Programs.* Ironically, the city’s single largest source of income, real estate, 
is in danger because of our slum problem. It will take Federal aid to break this 
vicious cycle. 

We welcome the approach used in the proposed Housing Act of 1954 because it 
recognizes the limitation of cities in providing remedies for inferior shelters. 
The bill has a number of constructive features, which we hope will be adopted. 
These provisions, however, do not go far enough in the approaches and methods 
endorsed. 


I. URBAN RENEWAL 


The increased emphasis on urban renewal, as including rehabilitation and 
conservation as well as redevelopment, gains our wholehearted support. Phila- 
delphia took advantage of the language in title I of the Housing Act of 1949 and 
has already carried out a rehabilitation program in addition to its redevelopment 
work. Yet at the end of 5 years, only a little more than 2 percent of the 103,410 
dwelling units in redevelopment areas have been removed at a cost of $3,989,775. 

Rehabilitation of existing homes is an important weapon in the arsenal needed 
to fight deterioration, but it does not add to the new housing supply which is 
so necessary to meet the condition of overcrowded slum neighborhoods. If the 
program is not handled with extreme care, there is the danger that the remedy 
will be patchwork in that it merely postpones the date of obsolescence, thereby 
making the money used an unsound investment. It is of the utmost importance, 
therefore, not to substitute rehabilitation for blocks and areas which require re- 
development. The key is the amount of money to be appropriated to carry out 
what should be an enlargement of an existing program, rather than a shifting 
of emphasis. The subsidy available is of specific concern in rehabilitation be- 
cause the monthly housing cost or rent of the existing dwelling will tend to 
increase. 

The President’s recommendation to allot $97 million for urban development 
and redevelopment in 1955 does not in any way come near the necessary where- 
withal to work on a problem of the magnitude of substandard shelter. Even 
without the new stress on rehabilitation and conservation, the Housing Act of 
1949 calls for $250 million in loan funds per year, and $100 million annually for 
capital grants. Unless the appropriations are substantially increased, we can only 
resign ourselves to having blight continue to outstrip new or rehabilitated homes. 


Tl. LIBERALIZATION OF MORTGAGE INSURANCE TERMS 


The increase in the loan-value ratio and maximum amounts of mortgages which 
may be insured by FHA, as well as the extension of the maximum statutory term 
to 30 years of all mortgages will undoubtedly be of some help in preventing any 
significant decline in new housing starts. At this stage of the economy such 
bolstering of the home construction market will be helpful. Housing Administra- 
tor Albert M. Cole estimates that the proposed legislation would result in about 
1 million new home starts in the United States, a significant decline from the 
past few years. When the approximately 200,000 net gain from conversions is 
added, the total is scarcely sufficient to meet the need created by new households 
and by replacement of structures demolished or destroyed. Since the funds rec- 
ommended for urban renewal will merely continue that program at a snail’s pace, 
the families who live in the 10 million substandard nonfarm homes in the United 
States can neither turn to the Government nor to the private building industry 
to provide what is universally agreed to be a necessity of life—housing with 
minimum standards of decency. 

From the point of view of the urban community, the existence of large num- 
bers of substandard housing is not merely another unmet need. Housing cannot 
be placed in a deep freeze; continued wear and tear means that neglect results 
in a growing backlog. Unless checked now, blight will erode the economic base 
of our large cities. 


*A report to the President of the United States, op. cit. In exhibit 10, A Statement on 
Problems of Capacities in Local Financing of Slum Clearance. 
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These nationwide conditions, when translated to Philadelphia, pose a thorny 
question. In 1953 Philadelphia added 8,900 dwelling units, exclusive of public 
housing, to its supply ; 5,255 of these units were in new construction (see table 2). 
The supply of privately created dwelling units is hardly sufficient to keep up 
with the need as measured by the formation of new households and homes de- 
stroyed in Philadelphia. (It is estimated that the city’s in-migration and out- 
migration cancel each other.) Except for publie housing, therefore, we have not 
been able to reduce the unfilled needs of families having substandard shelter. 
The proposed Housing Act of 1954 offers us little encouragement in that regard. 
The present legislation fails completely to recognize that we must produce hous- 
ing within the financial capability of our low- and middle-income groups. 

Aceording to the United States census, 75.7 percent of Philadelphia families 
had incomes below $5,000 per year as of 1949. Even if a generous 25-per- 
cent upward adjustment is made, at least 65 percent of these families still fall 
below the $5,000 level. The cheapest of the new homes selling in Philadelphia 
is $10,000. An estimate by realtors of the average price of existing homes sold 
in Philadelphia last year was $8,400. The rentals for newly constructed dwell- 
ing units tend to run $85 per month and upward. A survey‘ conducted last 
September in Philadelphia revealed that the vacancy ratio in rental units based 
on a sample study was less than 2 percent. For all intents and purposes, there- 
fore, existing units at low rentals are not available. 

The President’s Advisory Committee * found that in most cities rent, heat, and 
utilities fell below 20 percent of the total budget cost. If one takes the median 
family income for Philadelphia, $2,069, as reported by the United States census 
for 1949, makes a 25-percent upward adjustment to bring it in line with the pres- 
ent, and then applies the 20-percent formula suggested by the President’s Com- 
mittee, the average family in Philadelphia would not be in a position to spend 
more than $60 a month for its housing costs. If a house, which costs as little as 
$7,000 requires a monthly housing expense of $62.92,° half of Philadelphia’s fami- 
lies have no real housing market to speak of and can only turn to the oldest 
existing homes when they are put up for sale. 

The almost hopeless impossibility of this condition is more clearly seen when 
one looks at the incomes of families who live in Philadelphia’s blighted areas. 
A special study made at our request reveals that even with the 25-percent upward 
adjustment of the 1949 census figures, the median family group is in the $2,000 
to $2,590 category (table No. 3). To meet this difficult situation, the proposed 
legislation has come up with only a stopgap suggestion which will undoubtedly 
prove impractical for cities like Philadelphia. The proposed new section 221 
to the National Housing Act, providing for FHA 100-percent insurance on a $7,000 
home with a mortgage term of 40 years, will have little significance for us. It 
is difficult to foresee how any builder can construct a home in Philadelphia at 
this pricé. Furthermore, the monthly housing cost of $62.92, as listed in the 
report of the President’s Advisory Committee, places it out of the price range of 
the families who are in greatest need of housing. It is questionable, in the first 
place, whether mortgage money would be made available to finance such con- 
struction. 

Little reliance can be placed on the amendments to section 208 of the National 
Housing Act insuring up to 95 percent of the value of existing homes for mortgage 
periods up to 30 years. Aside from the prevailing high prices, even for other 
than new dwellings, there is no assurance that either FHA or private lending 
facilities will provide the maximum terms for such housing, particularly for 
older homes whose prices are lower. 

What is needed is a fresh approach, and perhaps the extension of existing 
approaches far beyond their present limits in order to find the answers for hous- 
ing for low- and middle-income families. ‘The entire field of incentives and 
subsidies has to be explored. Perhaps more can be done in reducing down- 
payments by encouraging direct loans to home purchasers. Builders might be 
given better terms on construction loans through Government guarantees. More 
aggressive morteage market facilities might stimulate an increased flow of fonds 
and bring the interest rate down. More might be done to provide. greater 





















































*Pereentage Vacancy of Habitable Dwelling Units in Philadelphia, September 15, 1953, 
Government Consulting Service, Institute of Local and State Government, University of 
Pennsylvania, Philadelphia. . 

‘Op. cit.. appendix 3. Subcommittee on Housing for Low-Income Families; Exhibit 4. 
Estimated Cost To Maintain Families at a Level of Adequate Living. 

* Op. cit.. appendix 1, Subcommittee on FHA-—VA Programs ; Exhibit 8, Estimated Monthlv 
— and Housing Expense on Typical Mortgages Insured Under Proposed 
Section 221. 
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incentives for mortgage loans, which result in carrying charges in line with the 
resources of the $3,000 to $5,000 per year income group. Since large-scale build- 
ing has brought about some reduction in construction costs, encouragement might 
be given to home builders to pool their resources and to engage in extensive 
development projects. Building standards and building practices should be 
continually reviewed in order to eliminate unnecessary expensive procedures. 
More encouragement could be given to cooperatives. A continuing research 
program might be able to uncover new building techniques, which would also 
result in lower costs. 


III. PUBLIC HOUSING 


With all this, however, the housing needs for families with annual incomes 
of $2,500 or less can only be met by large-scale low-rent public housing. I under- 
stand that this matter has been referred to another congressional committee. 
It is diffieult, if not impossible, to consider housing legislation without taking 
into account the total picture. Much of the proposed legislation, particularly as 
it pertains to urban renewal, cannot be productive unless it is accompanied by an 
extensive public-housing program. As the Philadelphia income study of families 
of blighted areas shows (table 3), more than half the families in slum neighbor- 
hoods are eligible for public housing. 

The cooperative agreement between the Philadelphia Housing Association and 
the Federal Government calls for 10,000 dwelling units under the Housing Act 
of 1949. Thus far, only 4,509 have been constructed or are under construction. 
Philadelphia could undoubtedly use 70,000 low-rent public-housing units, based 
on the income study to which reference was previously made. At the very least 
therefore, it is hoped that Congress would return to authorizing 135,000 public 
housing units a year, instead of the 35,000 recommended by the President. 


IV. PROBLEM OF MINORITIES 


No housing legislation like the proposed act before this committee can accom- 
plish its objective without providing oppertunity for shelter to all groups in our 
society regardless of race, creed, or color. The inability of minority groups to 
obtain decent shelter is a condition which is not unique to Philadelphia. A 
recent study of Philadelphia’s Negro population‘ points up the problem sharply 
for our city. Of the 72,113 dwelling units classed as substandard in 1950, 46 
percent, or 33,471, are occupied by nonwhites. Almost one-half of all nonwhite 
families live in areas certified for redevelopment compared with less than one- 
eighth of the white families. 

The only possible approach to meeting this confining situation that one can 
see in the proposed act is the authority to be given to the rechartered Federal 
National Mortgage Association. The special type of assistance which FNMA can 
provide is not specified, but one assumes that the President can determine that 
a program to make available housing for minority groups would be in the public 
interest and eligible for aid under the proposed amendment to section 301 of the 
National Housing Act. In that case, however, it will be competing for limited 
funds with special housing programs, such as veterans, co-ops, defense, housing 
for the aged, housing for displaced persons, and others. 

We cannot lick the slum-housing problem in Philadelphia unless special atten- 
tion is given to this situation. It would seem desirable, therefore, to have FHA 
give high priority to meeting this need. The Federal Government could use its 
influence through FHA in seeing to it that mortgage money is made available 
in much greater amounts, on a nondiscriminatory basis. To ignore this aspect 
of our slum problems could only produce an unrealistic shelter program. 

From the point of view of the means of the city of Philadelphia, the Housing 
Act of 1954 is not a sufficient answer. We welcome a number of its constructive 
features. The test as to whether it will contribute to better housing depends 
upon: 

(1) Appropriating sufficient moneys to carry out all aspects of the pro- 
gram, particularly yrban renewal. 

(2) New and fresh approaches to providing housing at prices within th» 
means of low- and middle-income families. 

(3) A substantial low-rent public-housing program 

(4) An opportunity for housing, with at least minimum standards, for all 
groups in our society. 


* Philadelphia's Negro Population, Facts on Housing, prepared by the Philadelphia Hous- 
ing Association for the Commission on Human Relations, October 1953 
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We believe that these requirements are not only Philadelphia’s, but most of 
the large cities in the country. We hope that your committee will take the 
necessary steps to amend the legislation along the lines suggested. 


TaBLe 1.—Comparison of arrests based on residence in blighted versus non- 
blighted areas, city of Philadelphia, 1953 


Blighted areas ! (comprising 
8 police districts) All age groups Juveniles, 7 to 12 





Popula- Numbé Rate per Popula- Rate per 
Police district | tion, 1950 | Number |, 09 nopu- tion, 1950 | Number |, 900 popu-| Rank 
census of arrests lation of arrests ro 





69.6 
49.5 
49.0 


41, 604 


16, 196 
10, 917 
6, 944 


74, 168 3, 003 | 


Carlie @wown 
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Other areas (compris- 
ing 16 police dis- 
tricts): Total_..._- 1, 541, 819 \ , aieaiil 219, 790 3, 475 | 


Entire city (compris- 
ing 24 police dis- 
tricts): Total_......_| 2,064, 793 87, 430 42.3 |_.- 293, 958 6, 487 


ot 

' Areas declared blighted by the city planning commission of the city of Philadelphia fall in the police 
districts here cited. Since there is no exact correlation between boundaries of the police districts and the 
boundaries of certified blighted areas, allowance was made for overlapping into fringe areas. It should 
also be noted that 2 areas were completely omitted: The Aramingo area, which is principally an industrial 


community, and the Rittenhouse-Germantown area, which constitutes only a small part of several census 
tracts, which are not generally blighted. 














TABLE 2.—Dwelling units added 1950-53, by year of permit 
[All dwelling units according to the U. 8. Census 1950, 599,495] 





Private Public Total : 
construe- | construc- | construc- Canam Pameh 
tion tion = ad 


12, 310 
6, 614 
7, 162 


Estimated total dwelling units in Philadelphia, Jan. 1, 1954 (including those under construction). 647, 649 


! Of these 761 were razed as result of permits issued to the housing and redevelopment authorities. 


| 


ep 
Se 
Ze 


aeeree: 


£eeei 
SESSE=5 


Be 
S558 


Se eESEESSESS 


Ane 
—~) 


nity, an 
tracts, ¥ 
coincide 

Soure 


Th 
diree 
M1 
you | 
from 


STA 


M 
that 








e 


HOUSING ACT OF 1954 913 


TasLte 3.—Total income received during 1949 by families and unrelated indi- 
viduals in certified redevelopment areas and Philadelphia 


| All Phila- } Certified re- 


¢ . 10D 2 
Income range | delphia de a nt 
| | 
Less than $500_. i taal , ith oan inaclcaaiiiias ail 88, 950 28, 723 
$500 to $999 ; : . | 39, 120 | 14, 651 
$1,000 to $1,499. _. tile bidi, a L } 41, 465 | 13, 607 
$1,500 to $1,999..... j 44, 205 12, 954 
$2,000 to $2,499_.............-. lia kite eae | 65, 005 | 16, 442 
$2,500 to $2,999... : 61, 600 12,494 
$3,000 to $3,499__. std : da J .| 72, 505 | 10, 623 
$3,500 to $3,990... ... -<-- : oweenene . } 48, 160 | 6, 012 
$4,000 to $4,499. ___. ‘ ‘ * ‘ | 42, 420 | 4, 661 
$4,500 to $4,999__. ; ; : 27, 520 2. 994 
$5,000 to $5,999... _- 47,010 | 4, 508 
$6,000 to $6,999. __ a . a 25, 570 | 2, 222 
$7,000 to $9,999._. . dian 29, 265 2, 439 
$10,000 and over. - 15, 585 | 1, 222 
Income not reported... ._. os ceed : 53, 085 
Median income ° anh 2, 869 
Median income range. Ji oe .... $1, 500-$1, 599 


Two areas were completely omitted: the Aramingo area, which is principally an industrial commu- 

ty, and the Rittenhouse-Germantown area, which constitutes only a small portion of several census 
tracts, which are not generally blighted. The boundaries of redeveloped areas are close to but do not 
coincide exactly with those of census tracts. 


Source: Philadelphia City Planning Commission, Mar. 15, 1954. 


The CuarrMan. Our next witness is Mr. John H. Moore, executive 
director of the United Community Defense Services, Inc. 

Mr. Moore, you have a statement. Do you want to read it, or do 
you want to place it in the record and just talk extemporaneously 
from it? 


STATEMENT OF JOHN H. MOORE, EXECUTIVE DIRECTOR, UNITED 
COMMUNITY DEFENSE SERVICES, INC. 


Mr. Moore. Since the statement is rather short, I thought perhaps 
that would be as quick as anything, to read it, and comment some as 
I go along. 

Che CHairMAN. Whatever your pleasure is. You may read it. 

You have an exhibit here, don’t you ? 

Mr. Moore. Yes, sir. I would like to place that in the record. 

The CuarrMan. It will be placed in the record. 

(The document referred to follows :) 


ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., January 19, 1954. 
Mr, JoHN H. Moore, 
Executive Director United Community Defense Services 
Room 207, International Center, 
$45 Bast 46th Street, New York 17, N. Y. 

Dear Mr. Moore: This is in response to your letter of December 11 in which 
you express the interest of your organization in learning the extent to which 
Atomic Energy Commission contractors are encouraged or permitted to include 
within their contracts the cost of services to their employees and families in 
such areas as health, welfare, counseling, recreation, and housing. 

It is the policy of the Commission at its various installations to rely upon 
Federal grants, loans, and guaranties available to local bodies and private 
enterprise under national legislation such as the Defense Housing and Com- 
munity Facilities and Services Act of 1951 and Public Laws 815 and &74 to 
relieve school, housing, and other community facility deficiencies which are 
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attributable to the construction and operation of the atomic energy plant. The 
Commission's policy is in accord with that of the administration; namely to 
assure the availability of housing and related community services and facilities 
for its employees through reliance on programs of Federal assistance which are 
uniform as to national policy and which are administered by agencies of prime 
technical competence. 

The policies outlined above apply to all AKC installations except the com- 
munities of Oak Ridge, Tenn., Richland, Wash., and Los Alamos, N. Mex., which 
the Commission now owns and operates. It is the Commission’s intent to dis- 
pose of these three communities when and as quickly as practical circumstances 
permit, after which the policies outlined above will apply. 

To the extent that services may be required in the other fields about which you 
inquire and for which there is no legislation or designated agency of respon- 
sibility, it is the policy of the Commission to permit its contractors to follow 
their usual personnel practices within reasonable limits established by the 
Commission. 

In any case where the circumstances warrant, the AEC will consider using 
its existing authority to meet the needs of its employees when local bodies or 
other Federal agencies are unable for any reason to supply such. assistance. 

Sincerely yours, 
Watter J. WILLIAMS, 
Deputy General Manager. 
The Cuarrman. You may proceed. 


Mr. Moore. I am John H. Moore, and I am executive director of 
the United Community Defense Services, Inc. 

The Cuamman. United Community Defense Services, what is that ? 

Mr. Moore. We-are a federation of national volunteer agencies ex- 
tending aid and service to communities affected by a heavy concentra- 
tion of defense activities. We are financed entirely by voluntary 
contributions. We direct our efforts very largely to facilitate and 
encourage the local community adjustment to defense-created condi- 
tions. Our funds come largely from inclusion in the 700 community 
chests in the country. 

The CuHarrMan. 86, your organization is to help housing situations 
where there is a concentration of defense activity or military activity ? 

Mr. Moore. We are not specifically in the business of assisting com- 
munities on housing, except to help them make a study of their housing 
needs. We help them with the community programs and things of 
that sort. 

The Cuarrman. All right. You may proceed in your own way. 

Mr. Moore. We wish to take this opportunity to express for the 
record our concern regarding the continuing acute situation of many 
communities affected by a concentration of defense activities and their 
need for special measures to assist 'them in-meeting the housing and 
related requirements of a rapidly expanding population. Specifically, 
we wish to express support for certain features of Senate bill 2398, but 
also to request that it be amended to extend the provisions of title IX— 
Defense Housing Act—of the National Housing Act, and title IIT 
of the Defense Community Facilities and Services Act of 1951. 

The United Community Defense Services is a federation of national 
voluntary agencies extending aid and service to communities affected 
by a heavy concentration of defense activities. Our own activities are 
financed entirely by voluntary contributions and are directed largely 
to facilitating local community adjustment to defense-created condi- 
tions. Asa result of the work of our own UCDS field représeritatives 
and those of our affiliate organizations in over 400 such commu ities, 
however, we have had an excellent opportunity to observe the local 
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impact of Federal decisions and policies and the extent to which Fed- 
eral aid is necessary in their solution. 

In titles VIII and IX of the National Housing Act and in the De- 
fense Community Facilities and Services Act of 1951, the Congress 
recognized the responsibility of the Federal Government to aid defense 
communities in providing the necessary housing and related facilities, 
such as water supply and sewage-disposal facilities, without which 
community expansion is impossible. 

This has been a necessary aspect of defense policy, since expansion 
of the Military Establishment and defense sehidieai could not move 
forward without an adequate labor supply, and labor supply in a free 
society, and especially in peacetime, cannot be attracted to the centers 
of defense production without the basic necessities of family living. 

Fundamental among these basic necessities is a decent place to live, 
within reasonable distance of the place of employment, at a nonexploi- 
tive rent, and supplied with community services which are a normal 
and accepted part of the American standard of living. Repeatedly 
in our work we have seen examples of sitations where defense activity 
was delayed, rendered more costly by reason of heavy labor turnover, 
or reduced in efficiency by the necessity to utilize labor less skilled than 
the job properly required because acute housing shortages made it im- 
possible to attract or retain the needed labor supply. 

I am sorry Senator Maybank isn’t here. I think he has placed in 
the record in the past a number of excellent statements on the Savannah 
River projects. I think the difficulties in the atomic area in Paducah 
are well known in this regard, the labor situation particularly. I 
might mention, also, just in passing, the problems in Oak Ridge, where 
persons who live closer than 45 miles from the site can’t even get 
listed for consideration for housing inside the town. 

It is obvious from the President’s messages to the Congress and 
from the continuing tension in the world situation that the defense 
program must continue to utilize a considerable share of our produc- 
tive capacity. The President’s budget message shows 68 cents of 
every Federal budget dollar going into our national security programs. 

Moreover, it is clear from this same message that considerable read- 
justment in the specific implementation of defense policy must be 
anticipated as a result of the basic strategic decision to rely more 
heavily on airpower and nuclear weapons than in the past. The very 
development of those weapons in itself involves continuing readjust- 
ment in military installations and in plant location and expansion. 

The Atomic Energy Commission, in its 14th semiannual report, 
stated that its monthly construction costs would reach “a peak of about 
$130 million during the early part of 1954. They will then approxi- 
mate 5 percent of total estimated United States new construction 
expenditures.” 

The importance of this to the present discussion is indicated in a 
recent reply to a UCDS inquiry m which the Atomic Energy Com- 
mission stated its policy of relying on nearby communities, aided by 
such Federal measures as those whose extension we now urge, to meet 
the housing and related needs of these workers. 

I would like to read one sentence from the letter, if I might: 

It is the policy of the Commission at its various installations to rely upon 


Federal grants, loans, and guaranties available to local bodies and private enter- 
prise under national legislation such as the Defense Housing and Community 








916 HOUSING ACT OF 1954 






Facilities and Services Act of 1951 and Public Laws 815 and 874 to relieve school, 
housing, and other community facility deficiencies which are attributable to the 
construction and operation of the atomic-energy plant. 

So we have them saying that they are relying on the act, and we 
have no recommendation either in the advisory committee’s report 
or in the bill which is introduced for continuation of the act. 

Our own field representative, working in the vicinity of Pike County. 
Ohio, a relatively new atomic-energy installation, sends us one example 
of continuing need when he reports that defense housing construction 
is now virtually complete, that there are virtually no vacancies in the 
area, and nearly 10,000 workers still to come. 

Another type of continuing dislocation resulting from changes in 
our military strategy is reported by one of our agencies in terms of 
an acute situation in the vicinity of Camp Carson, Colo., which has 
recently been obliged to absorb the personnel of Camp Atterbury, 
Ind., as a result of the so-called New Look in defense policy, This 
type of military relocation—and I am not informed as to the reasons 
for its relocation; I think it is the second time Camp Atterbury has 
been closed down, and will probably open up again—with its accom- 
panying changes in defense production requirements, is certain 
to create a continuing pattern of population shift and community 
dislocation. 

In view of these facts, it would seem extremely shortsighted to 
permit these two basic legislative authorities to expire on June 30, 
1954. In view of the difficulty of predicting the exact and detailed 
nature of defense housing needs in the future or the capacity of 
private enterprise to meet such unpredictable needs when they arise, 
it would appear to us to be the better part of wisdom to continue these 
two authorities—at the very least on a standby basis—as was recom- 
mended by the President’s Advisory Committee on Government Hous- 
ing Policies and Programs in respect to Wherry Act military housing 
under title VIII. It is basic to the very nature of a defense program 
to be prepared in advance against all possible contingencies. 

I might say I have read the testimony of the Department of Defense, 
and I think everything that is said there is ap Ficable to what I am 
saying here with respect to housing the families and military per- 
sonnel. 

On the broader front, we recognize that it is fundamental to meeting 
the special housing needs created by defense adjustments that there 
should exist. sufficient total supply of housing, credit arrangements 
favorable to adequate and flexible private housing construction or 
renovation, aids to communities in carrying out their own planning 
responsibilities, and, where necessary, provision for public housing to 
meet the otherwise unmet housing needs of low-income groups. To 
the extent that the President’s housing program and the Housing Act 
of 1954 carry out these objectives, we wish to express our support. 

We should like to comment particularly on the value of title VII, 
providing grants to State, metropolitan, or regional area agencies for 
metropolitan or regional planning, and to State planning bodies to 
assist municipalities under 25,000 population in urban planning. It 
is our own observation that this is one of the most urgent needs of 
small communities in adjusting to rapid expansion due to defense or 
other Federal activity. 
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In one instance of extreme urgency—the Savannah River area—we, 
ourselves, financed a physical planning survey, but our resources are 
not adequate for such a function except on a demonstration basis. 

In another locality of rapid industrial expansion—Bucks County, 
Pa.—we have had an opportunity to observe the value of State- 
financed planning services. 

Problems of incorporation, of zoning, of taxing and property assess- 
ment, of districting for various types of services, of physical planning 
in the extension of roads, water, sewage, and other facilities of related 
economic and social adjustment are all basic to the orderly develop- 
ment of defense-affected communities. In the long run, a relatively 
small investment of Federal funds in this type of service will pay 
large dividends, not cnly in social wellbeing but in the efficiency of 
the labor supply on which our whole defense program depends. 

We should like to urge also that authority be restored to the Housing 
and Home Finance Agency to conduct research in this matter of com- 
munity needs and adjustments. Such studies in the past have proved 
most useful in assisting both communities and Federal defense agencies 
to make a smooth transition. 

Our experience in UCDS has brought home to us very forcibly one 
characteristic of contemporary American life which bears directly on 
all aspects of economic, social, and governmental policy, that is, its 
extreme fluidity. Not only is a high degree of adaptability demanded 
of our productive machinery in order to maintain our economic health 
and meet changing needs, including our defense needs, but a high de- 
gree of mobility is demanded of our people. Census figures are most 
revealing on this latter score. For example, it is reported that in the 
past 3 years 15 million people have changed residence as a result of 
defense activities. Two-thirds of all adults in most American cities 
were born somewhere else. About one-third of all adults living in a 
typical city can be expected to move within the next 10 years. 

A logical concomitant of this extensive migration is the rapid 
change in population distribution with rates of community growth 
which in some instances reach fantastic proportions. For example, 
Augusta, Ga., which had 71,500 people in 1950, doubled its population 
in 1 year; Moses Lake, Wash., doubled in 2 years; Richmond, Calif., 
has five times as many people as in 1940. 

This tremendous mobility of population—and there is every indi- 
cation that it is going to continue—much of it is caused directly or 
indirectly by Federal defense policy and activity, and it spotlights 
three basic points which we should like to make in conclusion with 
respect to Federal housing policy in general and the pending bill, 
in particular. 

1. It is essential to the national welfare and to the success of the 
defense effort that the Federal Government assume a positive leader- 
ship in aiding both private enterprise and local communities to meet 
the housing and related needs of this shifting population. 

2. It is essential that such a program, while facilitating homeowner- 
ship for those families whose situation makes this desirable, also rec- 
ognize that an adequate supply of rental housing is important as a 
facilitating and equalizing factor in this highly fluid situation. 

We are very much in favor of homeownership, but I think we have 
to face the facts that if you have millions of people moving in any 
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one year, that a supply of rental housing has to be the answer for 
them. 

3. It is likewise essential to recognize that in some situations where 
speedy action is essential, or where the particular housing need is 
temporary—as in the case of construction projects, where the construc- 
tion force is very large but the permanent force, once the project is 
completed, is very much smaller—the regular processes of private 
enterprise and Government may not be adequate to meet the specific 
need at hand. In view of the unpredictability of future defense de- 
velopments, the basic importance to their success of a mobile labor 
supply, and the Federal stake in the successful solution of this prob- 
lem, we strongly urge the continuation beyond June 30, 1954, of both 
title [LX of the National Housing Act and title III of the Defense 
Community Facilities and Services Act of 1951. 

I should like to say a couple of things in conclusion. While I feel 
that the best way to deal with the situation in the year ahead is at 
least to keep the basic statutory authority on a standby basis, even if 
there are no appropriations, I think we know far too little about the 
needs of this mobile population, the construction force, and our mili- 
tary people, particularly for temporary housing, and that we ought to 
take some steps to find out more about it. 

The Cuatmman. It is on a standby basis, temporary basis, now, 
isn’t it? 

Mr. Moorr. I am referring to temporary housing, as differentiated 
from permanent houses. The fact that you have 26,000 construction 


workers in Pike County, Ohio, they have to be housed in temporary 
housing. It is not financially feasible for private enterprise to pro- 


vide it. People have to have a place to live, or they won’t come to 
work, and you have problems. 

I should also like to say that we have a good bit of knowledge of the 
Territory of Alaska, and while I don’t want to say that the specific 
methods of meeting their housing needs, actual and potential, because 
of the defense installations up there, is through any one method such 
as continuing the extension of the special act for Alaska, I think that 
there should be provision, either through continuation of the Defense 
Housing Act and the special act. But, our field reports—— 

The CuarrMan. We are going to find out why the Housing Admin- 
istration didn’t recommend that. 

(The information requested follows :) 


CONSIDERATIONS AS TO THE CONTINUED NEED BEYOND JUNE 30, 1954, FoR THE 
AUTHORITIES IN PusLic LAw 139, WitH Respect TO DEFENSE HOUSING AND 
COMMUNITY FAcILITIES 


I. LIMITED NEED FOR AND USE OF THESE AUTHORITIES DURING FISCAL YEAR 1954 


1. Critical defense housing areas.—The provisions of Public Law 139, 81st 
Congress, in regard to defense housing and community facilities and services 
can only be applied in localities determined to be critical defense housing areas 
in accordance with the criteria set forth in this law. In order for an area to 
be determined to be a critical defense housing area, it must be found that (a) 
a new defense plant or installation has been or is to be provided, or an exist- 
ing defense plant or installation has been or is to be reactivated or its operation 
substantially expanded, (0) a substantial immigration of defense personnel is 
required to carry on the activity and (c) a substantial shortage of housing 
exists or impends which impedes or threatens to impede the activity. During 
fiseal year 1954, only 3 new areas have met these qualifications and been desig- 
nated critical defense housing areas, as compared with the 229 areas that had 
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been so designated prior to the beginning of fiscal 1954. Since June 30, 1953, 
the defense activities in about 10 of these areas have been or are scheduled 
to be deactivated. In a number of other areas, the number of uniformed per- 
sonnel and defense workers has been substantially decreased. Thus, a good 
many of the 232 critical defense housing areas that have been so designated 
in all probability no longer meet the criteria set forth in the law. At present, 
it appears that not more than 1 or 2 more areas might qualify for such desig- 
nation prior to June 30, 1954. 

2. Title II of Public Law 1839—FHA title IX mortgage insurance for private 
defense housing.—There have been only 10 private defense housing programs 
issued under the terms of Public Law 139 since June 30, 1953. These programs 
total 1,686 housing units. This compares with the total of 95,630 private defense 
housing units which had been programed under Public Law 139 and were still 
outstandiag as of March 29, 1954. 

Since the enactment of Public Law 139 in September 1951 through February 
1954 a gross total of 110,908 units have been programed for private construction, 
and 15,278 units have been canceled out of the programs, leaving a total of 
95,630 units still in the private defense-housing programs as of February 28, 1954. 
About 6,200 units have been canceled since July 1, 1953, and further cancellations 
of several thousand units are expected to be made before the end of the fiscal 
year by reason of declining defense-housing needs. 

8. Title III of Public Law 139—Government-owned temporary defense hous- 
ing.—Eleven programs amounting to 1,567 units of public temporary housing have 
heen issued during fiscal 1954. This compares with a total of 18,971 units which 
had been programed under title III since the enactment of Public Law 139 in 
1951, and 4,533 units which have been canceled or terminated leaving 14,438 
public temporary units active as of December 31, 1953. On June 30, 1953, there 
was a total of 14,199 public temporary units active in the program. During the 
first 6 months of fiscal 1954, a total of 1,328 units were canceled or terminated, 
resulting in an increase in the total number of public temporary units active 
in the program of only 239. 

4. Community facilities and services.—As previously indicated, community 
facilities and services can be provided under the terms of Public Law 139 only 
in areas that have been determined to be critical defense-housing areas, and 
only three areas have been so determined since July 1, 1953. It is probable 
that very little activity in regard to community facilities and services would 
take place under present conditions. In this regard, when Public Law 139 was 
extended in 1953, no additional appropriation was made for community facilities 
and services and the activity that arose during fiscal 1954 has been covered by 
the small balance remaining from previous appropriations. 


Il, FUTURE NEED 


1. General outlook for defense needs.—Barring unforeseen events, all signs 
point to a continued gradual decline in new defense installations or other activ- 
ities which would require new housing or community facilities. The number 
in the Armed Forces has dropped from about 3,700,000 to less than 3,500,000, 
and indications are for further decline. A number of Army installations have 
already been deactivated (e. g., Camp McCoy, Wis., and Camp Roberts, Calif.), 
and others are in process of deactivation (e. g., Camp Pickett, Va., and Camp 
Polk, La.). 

The presently planned level of industrial defense production is assured with- 
out obstacle of labor or housing shortages. There are no longer any areas of acute 
labor shortage. Housing and labor surpluses exist to a degree in most defense 
areas, including many which previously had shortages. Most defense minerals 
have been removed from the “critical” list and no longer warrant special defense 
production aids. There are probably no areas where defense production is, or 
is likely to be, impeded by reason of lack of housing. 

It is true that adjustments will continue to take place in the Armed Forces 
which will call for the expansion of some facilities and even activation of new 
facilities (especially in the Air Forces). It is the view of the Housing Agency 
that housing requirements in connection with these limited and spotty situations 
can to a considerable degree be satisfied under the provisions of title VIII of the 
National Housing Act plus the assistance of other FHA mortgage insurance 
(title II) and VA guaranties. The authorizations in S. 2938 for increasing mort- 
gage terms under title II of the National Housing Act would make mortgage 
insurance under that title more favorable to meeting defense needs. Also, the 
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FNMA “special assistance” provisions in the bill could make special mortgage 
purchasing authority available, if needed, for housing to serve a defense purpose. 

It would appear there is currently sufficient leeway in military and defense 
production planning so that no defense activity need be handicapped by lack 
of the authorities of Public Law 139 for the provision of defense housing for 
defense community facilities. Such limited and spotty use of Public Law 139 
authorities in fiscal year 1955 and beyond as might possibly be justified would not 


warrant the administrative costs that would be entailed in keeping those pro- 
grams active. 


For the reasons given above, the Housing Agency did not recommend continua- 
tion beyond June 30, 1954, of the Public Law 139 authorities. 

2. Possibility of sudden and large expansion of the defense program.—Of 
course, the facts considered above would be entirely different if a need suddenly 
arose for new defense expansion. In such event, special defense housing and 
community facilities assistance would seem essential. If the Congress determines 
that the possibility of such need warrants a retention of authority on a standby 
basis for defense housing and community facilities, an extension of Public Law 
139 would be appropriate. 

Mr. Moore. Mr. Chairman, that concludes what I have to say. 


The Cuamrman. Thank you very much. We appreciate your testi- 
mony. 


Mr. Moore. Thank you. 

The CHarrMan. The next witness will be Mr. B. E. Grantham of 
the National Institute of Farm Brokers. Mr. Grantham, you have a 
prepared statement ? 

Mr. GrantHam. Yes, Mr. Chairman, and I would like to read my 
statement, if you don’t mind. 

The Cuatrman. You proceed in your own way. 


STATEMENT OF B. E. GRANTHAM, FIRST VICE PRESIDENT, NA- 
TIONAL INSTITUTE OF FARM BROKERS, NATIONAL ASSOCIATION 
OF REAL ESTATE BOARDS 


Mr. GrantuaM. In my opinion, the farmers and rural people of 
this country have been discriminated against by Government lendin 
agencies and private lending agencies. Farmers in many areas 0 
this country are denied equality of opportunity with their brothers in 
the cities, and in some instances is almost denied his livelihood be- 
cause he is unable to secure adequate and long-term financing for his 
simple needs. No financing for a modern home, no financing for the 
purchase of a piece of land, no financing for improvements that mean 
success or failure in his life’s work. In other words, the farmer is 
getting it in the neck, and you of the Congress can cure some of his ills 
by counting him in on the liberal Eisenhower housing bill. 

I am here to speak for the farmers on this matter of housing. I 
know there are many points of view about the Government taking 
steps to improve rural housing. I think that I am in a position to 
know how the farmers feel about many things; I am a farmer and a 
farm broker. I have to know about a farmer’s credit, about his pos- 
sibilities for production, about his chances for making money or going 
mto the hole. I have to know what his chances are for getting the 
money to enable him to make his crops. I have to know these things 
because I wouldn’t last long as a farm broker if I didn’t. As one 
fairly well informed on the problems of the farmer, I again want to 
tell you that the greatest problem faced by the American farmer today 
is the almost complete absence of sources of credit in many sections 
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of the country. This isn’t just my opinion; it is a fact that has been 
verified for me by farm brokers all over America. 

Let’s break the problem down to one farmer. He lives on, let us 

say, a 200-acre farm near a small town. He may be in Minnesota, 
where it gets 40 degrees below in the winter; he may in Texas where 
he has dust storms to contend with 

The CuarrMan. Texas doesn’t admit that. They will be offended. 

Mr. Grantruam. They will work it out. 

Or, he may be in Mississippi, Alabama, or any other predominately 
agricultural State. But wherever he is, his problem is the same way 
if he tries to build a modern home or make permanent improvements 
to his farm. 

In the area where he lives, the insurance companies are probably not 
making loans, and if they are, it is only on large and well-improved 
farms. He goes to the local bank and asks for a loan to build himself 
anew home. The bank only has available around $300,000 for loans 
to farmers. The bank can’t spare the money; it has to go for crop 
loans. The farmer goes to the Federal land bank. They will only 
make loans based on antiquated valuations, not enough ‘for him to 
build a home or really improve his farm. 

He goes to the Farmers Home Administration—it has run out of 
money. He finds that this agency was not set up to serve him. It 
was intended to help people who have nothing at all. It will set up in 
business a farmer with nothing to his name, but it cannot make a loan 
toa man with a 200-acre farm. Our farmer then goes to the Produc- 
tion Credit Association, and finds that they only make crop loans. 
This agency cannot finance a new house or permanent improvements. 

When our farmer has made the rounds, he winds up back at the local 
bank where he started. All he can get there is a “frost to frost” loan 
to make the next crop on. This is borrowing the money at the last 
frost in the spring and paying it back at the first frost in the fall. 
In short. he can only plan a few months ahead. Almost any other type 
businessman in the Nation can arrange for long-term credit, can make 
plans for years ahead, but the farmer who feeds us all cannot plan to 
improve his place; he cannot plan to build a new home for his family. 
He can only plan a few months ahead because he cannot get the credit 
that is essential for him to plan further. 

That is what I hope you, as a member of the National Congress, 
will do something about. Take steps to provide him with that essen- 
tial credit that he may improve his farm for the benefit of us all and 
build a home for the benefit of his family. 

Let’s suppose our farmer gets disgusted and quits farming and 
moves totown. If he is a veteran, he can move into an FHA-financed 
house for only 10 percent, or around a thousand dollars. Now he has 
an indoor toilet, electric lights, running water, and low monthly 
payments on the house. He gets a job at a living wage and he begins 
to make some plans. 

If he had stayed in the country and had been able to obtain a vet- 
eran’s loan to build a home, he could only have secured a maximum 
GI guaranty of $4,000 for housing construction. This, even though 
he owned a 200-acre farm as collateral. But, when he moved to 
town and bought himself a 50 foot by 150 foot lot, he was able to 
obtain a Government guaranty up to $7,500. I wonder which is really 

worth more, which will grow the most turnips, peas, and potatoes to 
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fill stomachs—a 50 foot lot or a 200-acre farm. Isn’t real value de- 
termined by the productive capacity of anything, whether it be a man, 
mule, or a plot of land? 

But where does that leave the other people who need the food and 
fiber he would have produced if he had stayed there on the farm? 
And worst of all, where does it leave the farmer and others like him 
if a recession comes and he finds himself out of work? There he 
sits, high and dry, as far as finances are concerned, a sitting duck for 
Communist agitators and others who prey upon misfortune, bad luck, 
and discontent. Perhaps at this point he tries to return to the farm. 
He is right back where he started and he still can see little further 
into the future than the next homegrown meal. That is, if he is 
lucky enough to get back on a farm by this time. For, in the mean- 
time a large syndicate is likely to have grabbed up the available land 
and devoted it to a mechanical operation. 

How much better it would have been if that farmer had been enabled 
to remain on the farm in the first place—as he most likely would have 
done if he had been able to enjoy all the advantages there that he could 
have in town. The main advantage to which I refer is that of having 
a decent home in which to live and to be able to plan ahead. To do 
these things, he must have long-term credit. It all comes back to 
that in the final analysis. If most of us here didn’t have money to 
buy equipment, rent office space, pay our help, and pay living expenses, 
or if we didn’t have sources of credit to enable us to take care of 
these items of overhead, we couldn’t stay in business 30 days. How 
can : farmer be expected to stay in business when that credit is denied 
him 

At the same time, millions of city homes are being subsidized by 
the Government, and I think partly at the expense of the farmers, 
because the farmers are taxpayers, too. This policy of the Govern- 
ment guaranteeing extra liberal loans in towns and cities, while deny- 
ing the farmers even half a loaf, is having the effect of depleting our 
rural population. In fact, in cities the Federal Housing Authority 
has extended the program of that agency to financing the construction 
of apartment projects, many of which are now being repossessed. 
This proves they were subsidized, so don’t let the word “subsidy” 
scare you away from this first suggestion I have to make on improving 
rural housing. 

I think the FHA can expedite the making of rural loans by subsi- 
dizing part of the interest rate. The main reason insurance com- 
panies and other agencies don’t make loans to farmers now under the 
provisions of the FHA law is simply that they cannot make as much 
return from such loans as from those made in town. If the Govern- 
ment will subsidize loans for rural housing to the extent of 1 or 2 
percent, then lending agencies will find it as profitable to lend money 
for a rural home as for one in town. 

My second suggestion for achieving the same result is to exempt 
from taxes part of the income realized from rural loans. If an insur- 
ance company or other lending agency knew that part of the interest 
realized on a rural loan would be exempt from income taxes while all 
the interest from loans made in towns would be taxable, then this busi- 
ness of loaning all the money out on main street would be reversed. 

I have another suggestion for expediting construction on rural 
housing. That is to have the Federal Housing Administration adopt 
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a policy of encouraging lending agencies to provide clear title to home 
sites on farms on which mortgage loans are outstanding. Let’s take 
a specific example: Suppose our farmer with 200 acres of land has a 
mortgage outstanding on the entire farm. It is small and he can 
meet it readily, but it prohibits him from qualifying for a housing 
loan. If from 1 to 10 acres could be set aside under a clear title, then 
the farmer would be eligible for a housing loan, with the house, of 
course, to be erected on that small plot. The remainder of the farm 
would still stand good for the original mortgage. 

Apparently it was the intention of Congress, in mapping the orig- 
inal Federal Housing Administration law, to make available to 
farmers the same liberal loans that were being made available to city 
dwellers, but it didn’t work that way. Somewhere in the shuffle the 
farmer was cast aside. Most FHA offices don’t even have application 
blanks for rural housing loans, even though the law permits such loans. 

Therefore, Mr. Chairman, you and Congress can prolong the life of 
this great Nation for many hundreds of years, and keep alive the 
great. agriculture traditions we have built by keeping the farmers 
down on the farm, and through sound policies you can further dis- 
tribute our population into the lesser populated sections by simply 
seeing to it that farmers and rural dwellers receive equal treatment 
from their Government. 

The Cuarman. Well, the Housing Administrator is recommending 
we do away with it because they have had so few applications. 

Mr. GrantuaM. That is not the fact, Senator. 

The Cuatrman. He testified to that. 

Mr. Grantoam. But I have had thousands in the last 5 years. I 
have probably had a thousand applications, and I have told them 
there is no need of trying. 

The Cuatrrman. Why? 

Mr. GrantHamM. Because they just don’t have them. They can’t 
make them. It comes back to the matter of money, and neither the 
banks nor the insurance companies will make these loans, the same 
as they do in town, because they can control them in the same town 
and the same city, and they don’t like to go out into different coun- 
ties and have the leans distributed there—especially the banks and 
the insurance companies. 

Now, the GI loan, back in our country, and in the Southwest I 
haven't heard of a straight GI loan being made to a farmer in so long 
that it is nearly impossible to remember. 

There is no doubt about it, the farmer is getting it right in the 
neck in this lending proposition. There is no money available for 
long-term loans. It is a “Frost to Frost” proposition, meaning bor- 
rowing the money at the last frost in the spring and repaying it at the 
first frost of fall. 

The Cuatrman. Under existing law, he can get a loan. 

Mr. Grantuam, But there is no financing, That is, if you go to a 
bank or other lending institution. 

The CHarrman. You mean the bankers won’t handle the mortgages? 

Mr. GrantHam. They can’t make any money on it, Senator. 

The CHarman. The law permits FHA to guarantee the farm 
mortgages. 
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Mr. Grantuam. That is true. But I don’t suppose there is an appli- 

cation in one-hundredth of the FHA offices in this country for a farm 
loan. They just never have encouraged it and, in fact, they have dis- 
couraged it. 

The Cuatrman. How long has this been going on? 

Mr. Grantuam. It has been going on all the time. I came into 
Senator Eastland’s office last year, and he said, “You can borrow money 
through FHA”; and I said, “No such thing.” And we called the Com- 
modity Credit Corporation and they said, “No; we have the authority, 
but just don’t make them under FHA.” 

The Cuatrman. Why ? 

Mr. GranTHAM. Back to money, I suppose. Or maybe they just 
don’t care to. 

Frankly, just putting it on the line, the big city builders are well 
organized and are able to lobby their interests through Congress, and 
the interests have been shown there, and the farmers have been for- 
gotten because they haven’t been represented. 

I don’t particularly blame these big city builders for going out and 
trying to build more houses and make more money, but I think we 
ought to be cut in on the gravy, in other words, our fair share. 

e CHarrMAN. Well, section 108 of this bill has— 

Farm housing mortgage insurance authorization terminated. This section 
would terminate the authority of the Federal Housing Commissioner under 
section 203 (d) to insure mortgages on farm housing after the effective date 
of the Housing Act of 1954, except pursuant to a commitment to insure issued 
on or before that date. 

Mr. Granruam. They didn’t have to put it in there, Senator. 
They already quit. 

The Cuarmman. Here is the law, 203 (d) : 


The Commissioner is authorized to insure, pursuant to the provisions of this 
section, any mortgage which (A) covers a farm upon which a farm house or 
other farm buildings are to be constructed or repaired, and (B) otherwise 
would be eligible for insurance under the provisions of paragraph (b) of this 
section: Provided, that the construction and repairs to be undertaken on such 
farm involve the expenditure for materials and labor of an amount not less 
than 15 percentum of the total principal obligation of said mortgage. 

Mr. Grantuam. I'll bet you can inquire of FHA now and they 
haven’t made a dozen in the past 5 years. 

The Cuarman. I know they haven’t. That is why they are recom- 
mending it be eliminated. They say there are no applications. 

Mr. Grantuam. I can get them 10,000 applications in 30 days, if 
they will loan the money. I won’t get them myself. They will 
come from all over the country, from the National Institute of Farm 
Brokers. 

The Cuatrman. Didn’t they 2 or 3 or 5 years ago make these loans? 

Mr. Grantuam. They never have. 

The Cuatrman. They never have? 

Mr. Grantuam. No, sir. That is a lot of poppycock that they 
didn’t have applications, because I could have handled a hundred 
every month. 

The Cuamman. Somebody is wrong, then. I don’t know who it is. 
It is either you or the FHA. 

Mr. GranrHaM. The FHA is wrong. You can take it from me, 
because I have been doing it. I have contacts with farm brokers in 
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every State of the Union, and I meet with them 4 or 5 times every 
year, and we discuss those things. I don’t know of 1 location 
in this country 

The Cuarrman. All right; we’re going to send your testimony this 
afternoon by special messenger over to FHA, with instructions to 
give us the answer, and tell us why they haven’t made these loans, and 
why they are recommending it be discontinued. 

Mr’ GrantuaM. Thank you, sir. I hope you will get something 
out of it. 

The CuarrMan: Will you send that over this afternoon, Mr. Clerk, 
and tell them we want more information as to why they are discon- 
tinuing it and why the loans haven’t been made. What the trouble is? 
I agree we ought not to discriminate against the farmers. 

(The information requested follows :) 


FEDERAL HovusiInG ADMINISTRATION, 
Washington, D. C., March 29, 1954. 





Mr. Ira Drxon, 
Clerk, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Mr. Dixon: Thank you very much for sending me the statement pre- 
sented to the Senate Banking and Currency Committee by Mr. B. E. Grantham. 

In connection with this statement, I am sending the attached material with 
regard to section 203 (d) FHA insurance of mortgages on farm properties. 

I believe this may be helpful to Mr. McMurray, and if there is any additional 
information you would like to have, please let me know. 

Sincerely yours, 
Guy T. O. Hottypay, Commissioner. 


SecTion 203 (pb) INSURANCE OF MORTGAGES ON FARM PROPERTIES 


The FHA program for the insurance of mortgages on farm properties has been 
available for 16 years and practically no business has been presented since the 
first year of operation. 

The apparent reason for this is that better facilities are offered by other Gov- 
ernment agencies that have a record of long operation in this field, such as the 
Farm Credit Administration and Federal land banks. 

There is a great difference between residential mortgages and farm mortgages 
as the operation of a farm is a business and to establish the valuation of a farm 
property gross earning, operating expenses, the value of crops and other matters 
of this nature must be taken into consideration. If an appreciable volume of 
applications for mortgage insurance on farm properties were presented to the 
FHA, it would be necessary to hire farm valuators and farm production analysts, 
which would duplicate the services being rendered by other agencies. 

Mr. B. E. Grantham, of Jackson, Miss., who testified before the United States 
Senate Banking and Currency Committee on March 24, suggested that a small 
portion, perhaps 10 acres or less, be delineated and released from obligation of 
the farm mortgage in order that a first mortgage could be insured on the farm 
residence alone. Such a mortgage would not be eligible for insurance under FHA 
criteria as there would be no marketability for the property in the event of fore- 
closure. 

Mr. Grantham implies in his testimony that a subsidy was inherent in the FHA 
section 608 program of financing for apartment buildings. This, of Course, is 
not the case and, to date FHA has suffered no loss whatsoever under this program. 


Mr. GranruHaM. May I make one observation there: If you like, 
we will get you a qualified farm broker from at least 25 States to come 
in here and make the same statement I make, and they know; they are 
dealing with the farmers. Or we will get you a farm broker from 
every State in the Union to make that same statement. 

The Cuarmman. Why don’t you get them to send in their state- 
ments? Itisa little late to get them in here. 

Mr. Granrnam. We'll be glad to. 
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The CHamman. I agree with you, if there is a need for it, and 
the farmers want it, and it is a part of the law, they should have 
it. I agree with you we ought not to discriminate in favor of the 
city fellow. 

Beyond that, I don’t know the answer as to why they want to dis- 
continue it, why they haven’t used it. 

Mr. GranrHam. Would you suggest that we have these people 
go ahead and send it in? 

The Cuatrman. Well, they haven’t said there isn’t any need for 
it. They simply said there have been no applications. 

Mr. GrantHaM. That is the reason—no applications. Because I 
have had numbers and numbers of people—and I have talked to 
the FHA, and they say, “We can’t make it.” And Memphis FHA, 
the same thing. They don’t even have the applications, Senator. 
It is an impossible situation, and it is unfortunate. 

The Cuairman. Why do they say they can’t make them? 

Mr. Grantuam. Nobody will guarantee them. 

The Cuarrman. You mean they can’t sell the mortgages? 

Mr. GrantHam. That is right. The banks and the insurance com- 
panies, down in our country: 

The Cuamman. In other words, you are not blaming the FHA; 
you’re blaming the fact that the private lending institutions will 
not buy the mortgages; is that it? 

Mr. GrantHam. Yes, sir. That is what I said here; they have 
to have some incentive. You take a GI loan. I would say there 
are 25 States in the Union that probably haven’t had 100 GI loans 
direct on farms. It is impossible to get them, even from the insur- 
ance companies. 

I'll tell you this: This farm situation, as far as financing goes, 
is in a bad fix, a very bad fix. If they get this financing, in my 
opinion we won’t have to spend so much money on other things, 
such as crop supports, price supports, and so forth. If the farm- 
ers could secure long-term mortgage money, they could manage their 
financial problems with less of the Government supports. 

The Cuamman. Do you know whether the FHA has done anything 
to encourage or discourage the situation ? 

Mr. GranrHam. Senator, I would think they discouraged it. I 
don’t have anything to goon. But, frankly, I think the FHA in town 
just doesn’t have the setup to go ahead and cover the rural territory. 
T don’t think they want to go out and take the trouble to make these 
loans and appraise the farms and all that. They just don’t have the 
setup to do that. 

The Cuarrman. We will get the FHA’s story and find out as much 
as we can about it. Maybe we better leave it in the law. 

Mr. Grantuam. I will be glad to come back and bring others with 
me. 

The Cuarrman. I wish you would get statements from them and 
get them mailed in here. 

What about the Bankhead-Jones Act? 

Mr. Grantruam. That is the Farmers’ Home Administration, as I 
explained in there. You cannot get credit from any bank or any 
lending institution. What it is, you have to be broke and sure enough 
broke before you can get a loan. 
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The Cuarrman. You have to be broke before you can get a loan? 

Mr. Granruam. Sure enough broke. 

I have found in my part of the country, or in any part you go to, 
as a general rule, that the best qualifications are if you have lost 
everything, and have been a financial failure, you get a much better 
hearing. If a farmer owns a foot of land he is ineligible for a loan 
under Farmers’ Home Administration. The Farmers’ Home Admin- 
istration only serve a minute part of the farmers in this country. 
They have done some good work but are restricted too much to really 
help the farmers of this ¢ ountry. 

The Cuarrman. My experience has been when I didn’t need a loan, 
then I could get one. 

Mr. Granruam. Thank you, sir. 

The Caarrman. Thank you. 

Our next witness is Mr. Boyar, of Los Angeles. I believe you 
wanted to testify ? 

Mr. Boyar. Yes, sir. 

The Cuarrman. We are running you in here specially this after- 
noon. Do you have a prepared statement ¢ ¢ 

Mr. Boyar. Yes, sir. I would like to read it, if I may. 

The Cuarrman. All right, you may proceed. 


STATEMENT OF LOUIS H. BOYAR, BUILDER, LOS ANGELES, CALIF. 


Mr. Boyar. Mr. Chairman and gentlemen: I appreciate the oppor- 
tunity of spetns before you. My name is Louis H. Boyar, of Los 
Angeles, ( ‘alif. Iam a builder. My testimony is going to be very 
brief and at its conclusion I will welcome any questions. 

It has been my good fortune during the past 4 years to head the 
firms that constructed more than 20,000 single-family homes and 
established a community of some 105,000 people in an area known 
as Lakewood, Calif. It, by the way, in the last 2 weeks, has become 
incorporated into a new city, and the 16th largest in the State of 

California. 

The Cuarrman. Where is it located ? 

Mr. Boyar. East and south of Los Angeles, practically contiguous 
to part of Los Angeles. And east of Long Beach, Calif. 

Approximately over 7,000 of these homes were built in the last 21/ 
years with mortgages totaling about $80 million, insured by the F aa 
eral Housing Administration pursuant to section 213 of title II of 
the National Housing Act, as amended. These a were erected 
under the provisions for sales type cooperative housing and are now 
eccupied and individually owned by more than 7,000 families. In 
addition, 1,400 individual homes are presently sold to individuals and 
are now under construction. Also, 1,00 additional units are awaiting 
FHA eligibility statements. 

Had it not been for this particularly wise provision of the act, the 
provision of these needed homes for many thousands of families would 
have been impossible. The size, quality, price, and terms of sale could 
not have been made available under any other method of financing. 

While I take great pride in this thriving, new American community, 
it has been my “good fortune to help build and create and it is cited 
here merely to give some basis of experience for the statement I am 
about to make. 
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Reference is made to 8. 2938, on page 13, section 119, line 10, in 
which these words appear “not to exceed 90 percent of the estimated 
value of the property or project.” 

The effect of this language is to substitute “estimated value” for 
“replacement cost” in estimating the maximum mortgage amount 
which FHA would be authorized to insure. This very inconspicuous 
change of language from the Housing Act of 1950 really involves a 
fundamental change in underwriting concept. Where the builder is 
a large operator, thoroughly skilled and amply financed, the mere fact 
that he produces whole communities or segments of communities in a 
very short time makes possible economies resulting in sales prices that 
are readily established as value for insurance purposes. 

Ordinarily, this cannot be counted on to result from a small opera- 
tion. On the other hand, it is equally obvious that the small builder 
and cooperative housing group, acting independently, would find itself 
subject to costs that would make it quite impossible for them to build 
at all if the mortgage amount is limited by a value assumption con- 
siderably less than cost. 

It is altogether probable that my building operations will not be 
affected by the change now pending. Thus, it should be clear that 
I am not speaking for myself, but in the hope that an unbiased testi- 
mony and whatever contribution I can make may help prevent the 
resulting hardships such wording would impose on others perhaps 
less fortunate than myself. 

Of course, it is true that if lending institutions will readily give 
mortgage commitments under section 213, then I am helped. Up to 
date, most lending institutions, in fact nearly all lending institutions, 
shy away from this type of financing simply because they know so 
little about it. I know of no lending institution who will even now 
give the borrower the full, generous terms of the present act. 

May I add my voice to any others who have urged that you remove 
from S. 2938 the provision eliminating the Assistant Commissioner of 
Cooperative Housing, thus carrying out the original intent of section 
213. 

It may interest you to know that my own operations under coopera- 
tive housing have involved the payment of fees to FHA to date in 
excess of $1 million. This $1 mitlion is way in excess of the total cost 
of the operation of the local FHA office, including all types of mort- 
gage insurance that they have issued, whether to us or to others, and 
I Tate say it has not only paid the entire costs of our local FHA office 
213 division, but could also pay the entire cost of Washington’s Co- 
operative Housing Division of FHA over the same period of time. 

The record and performance of cooperative housing in its brief 
history thus far is worthy of unstinted support from all concerned, 
and some form of financing should be made available through FNMA 
for those who are unable to receive ready mortgage money through 
other sources. 

I may add that I would not need that sort of help. 

I would like to touch upon one other matter, and give you my version 
why it is obvious that the feeling about the so-called private FNMA 
is so diversified. 

1. The builder does not want it because he has to pay for it and gets 
nothing in exchange. 
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2. The insurance companies do not want it for the same reasons that 
they do not want the present FNMA, which in the main they have 
never used. 

3. The banks want it because if it works, then in later years they will 
have valuable stock that costs them nothing because they used the 
money given up by the builders. 

Thank you sincerely for your attention, and I again would be pleased 
to answer any questions. 

The Cuamman. Well, sir, I don’t have sufficient facts here. I don’t 
believe I understand what you are talking about. Maybe I should. 
You will excuse me. 

Mr. Boyar. I thought from the previous testimony, you would be 
well versed 

The CuarrMan. Can you make it more clear now? You are object- 
ing here to this “estimated value” 

Mr. Boyar. Yes, sir, simply because through estimated value you 
would put a premium on the small, one-bedroom efficiency type 
buildings. 

The Cuarrman. What is the difference between “estimated value” 
and “replacement cost”’? 

Mr. Boyar. The estimated value is the value that the FHA under- 
writing section believes it will have through resale, or over a period of 
time, in the locality in which it is built. Your cost is your cost at the 
present time, of the building. 

The CuatrmMan. Which is higher, estimated value or replacement 
cost ¢ 

Mr. Boyar. Always replacement cost, because FHA penalizes things 
that are not sold. This is sold prior to construction. 

Under section 213, the builder that has gone into it has gone into it 
as a Safety factor. It has been our history that builders keep on build- 
ing until they go broke. That has been the history of the builders. 
They keep on going. Under section 213 it is impossible. You can’t 
start building until the entire project is sold to somebody. That in 
itself establishes value. The fact that you are able to sell 200 or 500 
or a thousand houses to a group of people—— 

The Cyatrman. In other words, you can’t begin to construct 
until—— 

Mr. Boyar. Until 100 percent are sold. 

The Cuamman. We have had testimony here, wanting to change 
that. Are you in favor of that? 

Mr. Boyar. Yes, that is for speculative builders that feel they 
should have—— 

The Cuarrman. You recommend us changing the law ? 

Mr. Boyar. No, sir. I don’t believe it should be started until it is 
sold. Otherwise, if they want to speculate, they have it under section 
203. You surely wouldn’t have speculation on a cooperative project, 
if the members of the cooperative were not members. Once they are 
members, each own a share which in effect is a home. ; 

The CuarmMan. Let’s get back to this: Who will benefit or who 
will get hurt on the substitution of the estimated value for-replace- 
ment cost ? 

Mr. Boyar. The small builder and the cooperator are going to 
get hurt. 
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Under section 213—I think it is form 3203—we fill out that form 
and tell you how much downpayment the cooperator has put in and 
how much saving he has effected through joining the co-op. I think 
that is form 3203. That is never even seen, as a rule, by the purchaser 
of the stock, who eventually becomes the purchaser of an apartment 
orahome. It is done through the co-op organizer. 

In our particular case, instead of putting down $800 savings, if 
there is a $300 difference in valuation, we will give them a $500 saving. 
That is simply, as far as we are concerned, what amount we put down 
on the typewriter to fill out the figures. In all large operations it 
wouldn’t make any difference, none at all. 

The difference it does make to myself and others is that we want to 
make section 213 nationally acceptable to all lending institutions. 
The only way it is going to be acceptable to all lending institutions is 
by a demand for it. We want everybody to get into the act, so to 
speak—the cooperator, the American Legion, the teachers association, 
the union, as well as all other builders. We want to.make this a 
popular idea. 

Ve have spent $1.5 million in southern California selling this idea. 
It has sold probably equal to all the other homes combined in the 
area in which we operate, in the southeast section of Los Angeles. 
It is a family byword in our particular section. But when I go to 
New York and talk to the bankers and lending institutions—and I 
may state that Prudential is the one exception—they throw up their 
hands and won’t even let me finish. “Oh, it is some kind of co-op,” 
and they are afraid of it. They don’t read it, and they don’t know 
what it is about. 

If their own people will get behind this thing, it makes it easier 
for us. That is the only selfish interest we have. But this much is 
sure: The cooperator, the eventual owner of the home, buys it from 
5 percent to 8 percent cheaper than he can buy anywhere else, due to 
the simple fact that our homes are sold before they start; the specu- 
lative provision is gone; the maximum financing cost is established, 
which is 114 percent. It is a good thing, and the fact we are allowed 
to pay it causes others to pay it. 

This way it wasn’t paid, and the saving went to the cooperator, 
and that is why it was so readily accepted. 

The Cuarrman. You are just offering one change in the bill, and 
that is to change this language of “estimated value” for “replace- 
ment cost.” 

Mr. Boyar. And possibly the reestablishment of an FHA directive 
to give this impetus. It seems to have gotten lost since the directive 
has gone. 

The Cuairman. That is the only change you are recommending? 

Mr. Boyar. That, plus the reestablishment of the Assistant Com- 
missioner. Since he has gone there is nothing mailed out, and there is 
no effort to popularize. They don’t have the money, the personnel, or 
the time. 

The Cuarman. I think you should give us something more on this 
estimated value and replacement cost. 

Mr. Boyar. I think Mr. McMurray is well versed on that. 

The CuarrMan. I don’t believe we have the record clear on that yet. 
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Mr. Boyar. Yes, I will be glad to give you the facts. I didn’t, know 
I was coming here until 12 o'clock, and then I didn’t know I had to 
prepare a statement. 

The CHarrMan. Substitute “estimate value” for “replacement 
cost” 

Mr. Boyar. If you leave in “estimated value” what you really have 
done is said, “Here’s another section 203.” I see no sense of even hav- 
ing section 213 if you leave it in as “estimated value.” Then you are 
back where you started. You have section 203 with another number, 
with the possibility of making a 40-year loan which can’t be received 
anyway because the banks won't give it to you. 

The CuamrMan. Thank you very much. We appreciate your testi- 
mony. 
(A supplementary statement submitted by Mr. Boyar follows :) 





SUPPLEMENTARY STATEMENT OF Louris H. Boyar 


Mr. Chairman and members of the committee, gentlemen, at the request of your 
chairman, I am clarifying some of the testimony I gave yesterday, and I also 
want to correct one of my statements. 

I believe that the difference between the phrase “replacement cost” and the 
phrase “estituated value” can best be explained by the following actual case. I 
am quoting from FHA case No. 170-30033, Long Beach, Calif., and all figures 
used in this testimony are the figures arrived at by FHA. 

This case covers 73 single-family homes, and, as in all 213 cases, is first figures 
under section 208, under which the mortgage is based on estimated value, and 
then figured under section 213, under which the mortgage is based on replacement 
cost, and under the present law, the highest of these two figures must be used. 

The following chart shows the actual average per house difference between 
figuring under estimated value and replacement cost : 


Under “estimated value” : 


Estimated value________- detatbecgiankieh nate tthe biahedebe 1 sndietiagadetiomapeety 
pene ot Bg Ga I cde dita nhiddecdactincteh dds Mlegie eliptaccnns’ » 
SY WN i ae EO le Shi a Ee ao edible ia eis fs 
Down payment______-_---- aa: asks ein giant Gusisialed ly wa elias edyqeasingagiicte 1, 620 
Under “replacement cost”: 
Replacement cost cileentitehag a idsaeeiat task aaah ececemathe isisieeoece uae: Ge 
Neen ee dh lacclindes, idhceatecleniglat brat acca |. SE 
ON Sr ER Leche ELS ld dw eet vehublch bebe essbiah Chubb 11, 520 
SE RI nnn a, Cains a didctarnaoar ensign oenne ts Sats tees eenn 490 


The difference in cash that each and every purchaser would need under 
“Estimated value” would be $1,130 more than he would need under “Replacement 
cost.” 

Why is there a difference between replacement cost and estimated value? 

secause under replacement cost in this FHA case, the following items and actual 
amounts were not considered in computing estimated value under FHA’s manual: 


Aer) TG atic Ate estan epetantniniinndtslidthi damnit nelatents ae $126 
Additional FHA fees____----~~- aaa ee ais 110 
Financing fees_ ; anion Seti socciagianetadih , oe nm 
Additional title fees_____- Risdiaks ances ‘s ‘ os a 43 
Legal and organization____- : . cea 35 
A total (for each and every home) -—-___-- : seas ‘ ‘ 795 


None of these items are figured in estimated value or are they required under 
section 208, but are figured in and are required under section 213. In addition, 
under section 213, we are obliged to pay the prevailing wage scale that is ap- 
proved and set by the Department of Labor, and in most cases creates higher 
replacement cost. That is recognized under replacement cost but is not 
recognized in estimated value. 

The cost of many of the items listed heretofore actually exist in the pur 
chase of new homes to be constructed, but the purchasers, if they use normal 
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FHA financing, must be prepared to pay for them in cash over and above their 
normal down payments. 

Under FHA, estimated value, is the lowest of the following three things: 
(1) comparative sale prices; (2) replacement cost; (3) capitalization value over 
a long-term period. 

Replacement cost is simply actual replacement cost. 

That estimated value is lower than replacement cost is established clearly in 
the latest publication by FHA for use of their field offices entitled “19th Annual 
Report of Federal Housing Administration” dated December 31, 1952. On 
page 116 it says, “(1) The maximum mortgage amount under this section is 
limited by statute to a proportion of FHA estimated value of the project rather 
than replacement cost (which invariably average higher than value).” 

The original act creating cooperaitve housing called for replacement cost 
which requires the use of the highest of all figures in reaching the mortgage 
amounts. 

Under estimated value the lowest of all figures is used in reaching mortgage 
amounts. 

Yesterday before actual figures from my office were available to me, I testified 
that I believed this change of wording would not affect our operations or the 
operations of any large builder. Today, I want to correct that statement and 
emphatically say to you that the proposed change of wording from replacement 
cost to estimated value makes the cooperative section 213 program unworkable 
for all, whether large-scale operators, small builders, legion posts, teachers, 
unions, associations, etc., and our city of Lakewood, Calif., would not have built 
one cooperative home under the new proposed law. 

If the purpose of section 213 cooperative housing was to aid middle-income 
groups to purchase good housing with small downpayments, that aim has been 
accomplished by the present law. 

I came here originally to aid civic groups who wanted and needed a workable 
section 213 program, and now find that I am fighting for my economic business 
life. 


The Cuatrman. We will recess until 10 o’clock tomorrow morning 
and we will have seven witnesses, starting with the National Associa- 
tion of Mutual Savings Banks, the American Federation of Labor, the 
Cooperative League, the American Association of Social Workers, the 
Associated Builders of Greater New York, the Jewish War Veterans, 
and the Federation of Businessmen’s Association of Washington. 

That will end the hearings, after we have listened to those witnesses, 
excepting possibly 10 days from now we will have 3 days of ergs 
on an amendment that I will offer to this bill, on smog and smoke 
abatement. 

We will stand in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 3:45 p. m., the committee recessed, to reconvene at 
10 a. m., Thursday, March 25, 1954.) 
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THURSDAY, MARCH 25, 1954 


Unrrep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:05 a. m., Senator Homer E. Capehart (chairman) 
presiding. 

Present: Senators Capehart, Bennett, Maybank, Robertson, Frear, 
and Lehman. 

The Cuamman. The committee will please come to order. 

Our first witness this mor ning will be Mr. Harry Held, of the Na- 
tional Association of Mutual Savings Banks. 

Mr. Held, do you prefer to read your statement ? 


STATEMENT OF HARRY HELD, NATIONAL ASSOCIATION OF MUTUAL 
SAVINGS BANKS 


Mr. Hep. I believe I would prefer to read it. 

My name is Harry Held, and I am vice president of the Bowery 
Savings Bank, New York City. I am appearing here today on beh: lf 
of the National Association of Mutual Savings Banks in support of 
S. 2938, the Housing Act of 1954. 

As of January 1, 1954, there were 528 mutual savings banks, all 
State chartered. These mutual sav ings banks are nonprofit organiza- 
tions, without stockholders. They are operated solely for the ‘benefit 
of their depositors, who receive all the earnings after the payment 
of necessary expenses and the setting aside of protective surpluses 
and reserves. 

As of the first of this year, these mutual savings banks had assets of 
27,199 million and deposits of $24,400 million. As of the same date, 
these mutual savings banks held $12,792 million in mortgages which 
represent 47 percent of their assets, and 52.5 percent of deposits. Dur- 
ing the year 1953, these savings banks added, in round figures, $1.6 
billion to their holdings in mortgages, in contrast to $1.5 billion in 
1952. 

Looking at the bill, S. 2938, as a whole, we believe that it is a good 
measure and, if enacted, should be helpful to the prospective home- 
owner, the home builder, and the mortgage banker. The housing in- 
dustry is recognized as one of the important factors in the Nation’s 
economy. The encouragements to home financing contained in S. 2938 
should help the housing industry to maintain a reasonably high rate 
of activity for the year. 
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In its slum clearance and urban renewal sections, the authors of 
S. 2938 have taken a fresh and vigorous approach. To what Snare 
the new programs designed to combat urban blight will succeed it 
is hard to predict, but the problem is immediate and is difficult of 
solution. Certainly, the effort should be made. In view of the pro- 
portions of 5. 2938, we shall endeavor to be brief in our remarks and 
to confine them to the sections of major interest to savings banks. 

Sections 203 and 207, “Insurance”: The simplification of the various 
mortgage insurance programs under section 203 of the National Hous- 
ing Act, and the consolidation of the present title I, section 8, “In- 
surance,” into the section 203 framework should be helpful to both the 
Federal Housing Administration and to mortgage lenders generally. 

The various subsections, with their different provisions, have been 
confusing, and this simplification should work for a better under- 
standing of the FHA programs and a quicker processing of mortgage 
loans. 

New maximum mortgage amounts would be established for FHA 
insurance under section 203, with a $20,000 limit for a 1- or 2-family 
residence, $27,000 for a 3-family residence, or $35,000 in the case of a 
4-family residence. The FHA insurance under this amended pro- 
gram would not exceed 95 percent of the first $8,000 of value and 75 
percent of the value in excess of $8,000. 

These present ceilings are $16,000, $20,500, and $25,000, respectively. 
That is in section 104 of the bill. The power to raise these maximum 
mortgage limits within the new limits would be vested in the President 
under this bill. That is found in section 201 of the bill. 

This would give the President a handy instrument for assisting in 
the stabilization of the housing industry, in that he could raise or 
lower the maximum mortgage amounts, depending upon whether the 
country was faced with a deflationary or an inflationary condition. 

What I have just said as to the benefit that may come from the 
new limits of insurable mortgages is true, also, with respect to the 
new general limits of 30 years on maturities and 6-percent interest 
on FHA loans. These are in sections 105 and 106 of the bill. 

Maturities could be adjusted up or down within the new limit, and 
the interest rates could even go beyond the new 6-percent limit at the 
direction of the President, as provided in section 201 of the bill. 

This sort of flexibility has been needed for some time with regard 
to FHA and VA mortgages, in order for them to meet changing con- 
ditions of the money market and to compete better with other in- 
vestments, 

The amendments contained in this bill to FHA section 207, “Rental 
housing insurance,” likewise have our endorsement. This is section 
115 of the bill. The important part of this amendment, as far as we 
are concerned, is the amendment to paragraph 3 of 207 (c), which 
would retain the present mortgage amount limits of $2,000 per room 
or $7,200 per family unit—less than 4 rooms—but would remove the 
$10,000-per-family-unit limitation. 

Permissible, also, under this amendment, would be an increase in 
the limitation of $2,400 per room and $7,500 per family unit for 
elevator-type multiple housing. This is a realistic change, as elevator 
rental properties are in demand in high-cost and crowded land areas 
and recognition should be given to the added expense of building them. 
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Here, again, the new statutory mortgage limits under section 207 (c) 
(3) would not be put into effect except by Presidential direction. 

FHA section 213, “Cooperative housing”: Section 119 of this bill 
would make certain amendments to the present law governing the 
insurance of cooperative housing mortgages. In the first place, the 
insurable maximum would be raised to $25 million in amount if the 
mortgagor is regulated by Federal or State law as to rents, charges, 
and methods of operation. 

In the nonveteran cooperative projects, the per-room limitation 
would be raised to $2,250 and the per-family unit limitation of $8,100 
would be applicable only if the number of rooms is less than 4. A 65- 
percent veter: an me mbership in the project would permit the mortgage 
to involve a $2,375 per-room limitation or an $8,550 per-family limita 
tion, if the uabie r of rooms does not equal or exceed 4 per unit. Here, 
also, additional allowances are made if the projects are of the elevator 
type. 

Our association believes that the provision which would base mort- 
gage limits on appraised values, instead of replacement costs as pres- 
ently provided under section 213, is decidedly a forward step toward 
caniial for relatively sound cooperative housing. 

We are, however, not at all certain that section 213 should provide 
for higher basic mortgage limits than those provided under section 
207. While in theory it may seem advisable to make provision for 
higher limits on cooperative projects than on rental projects, such 
higher limits might, in effect, lead to the promotion of unsound co- 
operatives under the sponsorship of speculative developers. 

A basie principle in this legislation involves whether its purpose is 
to encourage true cooper: atives, or mere ly to enable promoters, whose 
motive is one of profit, to capitalize upon such development in the 
guise of helping the eventual cooperative owners. 

Under the section 213 promotional-type of cooperative, the capital, 
risk, and, I might add, the promoter’s profit, to the extent that the 
traffic will permit, are all borne by the mortgagee and the cooperative 
owners. Experience has proved that the benefits of cooperative own- 
ership are illusionary unless the sponsorship of these projects is such 
that the profit motive is subordinated to a point where the cooperative 
owners benefit in the purchase of the land, the construction of the 
buildings, and later, the mangement of the project. 

We trust that in the future administration of section 213, consider- 
able emphasis will be put upon providing for strong sponsorship of 
such projects. 

The new sections 220 and 221 of the National Housing Act—section 
123 would add two brand new mortgage programs to FHA functions. 
They are special-purpose mortgage programs. They could only be 
brought into use where the Housing and Home Finance Administrator 
has received from the locality a workable program for slum elimination 
and slum prevention and the rehabilitation or redevelopment of the 
blighted areas. The Administrator must certify to FHA that either 
one or both of these new insurance programs could be available in the 
development community. 

The section 220 program would authorize mortgage loans on both 
new and reconditioned one- to four-family units, with the same 
limits proposed for application for one- to four-family dwellings 
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under section 203. This new section 220 also contemplates an insur- 
ance program for multifamily housing with maximum mortgage 
limits of $2,250 per room—or $7,200 per Jonaily unit when the number 
of rooms does not equal or exceed four per family unit. Here again, 
recognition is given to the higher cost incident to the construction 
of elevator-type projects. 

While we believe that the maximum mortgage limits provided under 
this section should not exceed those provided for rental housing 
under section 207, we would not raise objection to the higher limits 
in the interest of promoting the rehabilitation or redevelopment of 
blighted areas. 

The maximum ratio of loan-to-value would be 90 percent of value, 
but mortgages insured under the new section 220, with respect to sales 
or rental housing, would be subject to the section 203 or 207 mortgage- 
amount limitations unless the President authorizes the higher amount. 
Thirty years is the maximum maturity date, and even this could only 
be reached by Presidental direction. A special insurance fund of 
$1 million would be set up as a revolving fund with the new section 
220 program. 

Of course, we cannot be sure that this is going to be an effective pro- 
gram, but we believe it has promise and we think that it should be 
attempted as one of the instruments to combat the spread of blighted 
areas. Properly administered, and we believe it will be, this might 
be of special assistance in some of our large, crowded cities. 

Also set up under section 123 of this bill is another new FHA pro- 
gram which would be added by section 221 to the National Housing 
Act. This program is aay designed to provide low-cost hous- 
ing for families displaced in urban redevelopment areas, and would 
only be available upon local certification and upon approval by the 
Housing Administrator. 

In this program, the maximum mortgage amount would be $7,000, 
but it would be 100 percent mortgage insurance for a single family 
dwelling where the mortgagor is the owner and occupant; $200 would 
be required of the mortgagor to cover initial expenses; 85 percent 
builder’s insurance would be available; the maturity would be a maxi- 
mum of 40 years; and a service charge would be permitted. 

The new section 221 would also provide for the insurance of loans 
for the repair or rehabilitation of dwellings where 10 or more families 
are accommodated. If the mortgagor is a nonprofit corporation, asso- 
ciation, or organization subject to control as to rents, charges, and 
methods of operation, here, too, the maximum mortgage would be 
$7,000 per family unit and not in excess of 100 percent of value, with 
a maximum term of 40 years. 

A 40-year mortgage, especially of this type, would probably not 
have geenral acceptably among mortgage investors, including savings 
banks, but the added provision in this section to the effect that the 
mortgagee could assign the mortgage to the Federal Housing Commis- 
sioner after 20 years, if the loan is not in default, and receive 10-year 
debentures equal to the unpaid balance, might create a market for 
this special type of insured mortgage. 

In the interests of promoting the basic objectives of this section, 
our association would recommend its support on a trial basis. 

Miscellaneous provisions under title IT of the bill: Under section 124 
of the bill, some of the remnants of old FHA programs are gathered 
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together and brought under section 203 or 207, as the case may be. 
This is all to the good i in cleaning up the National Housing Act, and 
should be of assistance to those that have the duty of administer’ ing it. 

Section 125 of the bill, authorizing FHA insurance of additional 
advances under an “open-end” FHA-insured mortgage, gives recog- 
nition to a growing move, and we believe a good move, among mort- 
gagees to use this type of instrument. State laws will, of necessity, 
limit the use of this insurance in some places, but State laws can be 
amended if the public wishes. 

Under sections 126 and 127, certain old insurance programs would 
be terminated. It is our understanding that there is no activity under 
these programs, and here, again, we believe it wise to tidy up the 
Nati onal Housing Act. 

Section 128 provides for a 1-year extension of the military housing 
insurance authority—title VI11—and section 129 would stop new com- 
mitments for defense housing insurance—title [X—as of the expira- 
tion date, July 1, 1954. 

Presidential authority with regard to interest rates, terms, and 
charges: A good bit of flexibility would be written into the FHA and 
VA programs by the enactment of section 201 of this bill. The Presi- 
dent. would be authorized to establish maximum rates of interest on 
insured or guaranteed mortgages. These interest rates might differ 
as to different classes of mortgages, but the maximums could not ex 
ceed the average market yields of Federal bonds having a remaining 
maturity of 15 years or longer, plus 214 percent. 

This section also gives the President the power to adjust interest 
rates on FHA debentures, limits on fees and charges in connection 
with Government-aided mortgage loans, maximum maturities, and 
ratios of loan-to-value. Within the statutory limitations, he could 
establish maximum dollar limitations per room or per family unit 
under the National Housing Act. Here, again, this flexibility in the 
operations of the FHA programs and the VA program should go far 
in helping to iron out any unusual inflationary or deflationary ten- 
dencies in the housing business. 

Secondary mortgage market facility: Section 301 is a complete re- 
writing of the charter statute of the Federal National Mortgage As- 
sociation. Briefly stated, the rechartered association would have 
three purposes: (1) To provide a degree of liquidity for existing 
mortgage investments, and thereby facilitate the distribution of mort- 
gage money ; (2) to provide speci: al assistance, when needed, for financ 
ing special housing programs and to be used as a means of retarding 
any serious dec ‘line in mortgage lending and home building; and (3) to 
act as liquidating agency of the existing FNMA mortgage portfolio. 

Mortgages purchi ased by the association would not ‘exceed $12,500 
per family unit. The Secretary of the Treasury would subscribe the 
original capital stock of the new association, which has been esti- 
mated by the authors of this bill to be at about $70 million. The plan 
seems to be to displace gradually this Government capital by the non- 
refundable contributions payable by the users of the new mortgage 
association. This nonrefundable contribution, of not less than 3 per- 
cent of the amount of the mortgages sold, would be involved only in 
the regular secondary market operations of the new association. The 
statute seems to contemplate that eventually these nonrefundable con- 
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tribusions will be converted into stock, and that the President shall 
recommend to Congress necessary legislation to turn over the control 
and management to private owners. 

The new association could purchase FHA- and VA-insured mort- 
gages at or below the market price and could establish fees and charges 
for its services, and apparently is intended to be self-supporting. 
The 1-for-1 program would be continued as a part of the regular 
secondary market operations. 

The new association could issue debentures not to exceed 10 times the 
sum of its capital, capital surplus, general surplus, reserves, and 
undistributed earnings. The ialboheastl would not be guaranteed by 
the United States. The Secretary of the Treasury could purchase 
these debentures in his discretion. 

There is very little doubt that the past expansion of FNMA’s opera- 
tions, particularly since 1947, were influenced primarily by the reten- 
tion of an inflexible and unrealistic interest rate on Government-in- 
sured and guaranteed loans until the middle of 1953. If a flexible 
interest rate pattern, such as proposed in this bill, had been available, 
and had been put into effect as the situation required, the need for 
a secondary mortgage market facility would have been materially 
minimized. 

We have never believed in the philosophy of using a seconda 
market facility to peg an unrealistic interest rate. We believe this 
bill recognizes the importance of a realistic and competitive interest 
rate on mortgage investments. If future mortgage interest rates are 
set on a basis whereby the yields obtainable are truly competitive in 
the capital market, the need for a secondary market for mortgages 
would, for all practical purposes, be obviated. 

Regardless of these factors, our association voices no objection to 
the supplementary secondary mortgage market plan, as proposed in 
this bill, based upon the belief that such plan could be of some benefit 
in directing mortgage funds to areas of scarcity and in relieving 
temporary situations of lack of liquidity. 

Perhaps the authors of this bill have come up with the most feasible 
scheme for establishing a secondary mortgage facility which ultimately 
could stand upon its own feet, without Government investment. We 
do not think that it is the sole cure-all for fluctuations in the mortgage 
market. Of equal, and perhaps greater, assistance in maintaining a 
fairly steady mortgage market will be the judicious exercise of the 
flexible-interest-rate authority which this bill would give to the 
President. 

The other purposes of the new association will call for very prudent 
management. We do not particularly like to see the reinstitution 
of a program, even a special-assistance program, of Government pur- 
chases of mortgages at par. This can lend itself to abuses. We do not 
oppose this provision for special-assistance authority, for we believe 
that the administrators of this program will profit by the past mistakes 
that resulted principally from unwise use of commitment authority 
for special-purpose programs. The liquidation of the FNMA port- 
folio is to be desired, but the administrators of this program must, 
and we feel sure that they will, exercise care in not adversely affecting 
the whole housing structure. 

Slum clearance and urban renewal: This part of the bill seems to 
aim at broadening the concept of slum clearance and urban renewal 
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by redefining some of the important terms used in the statute to 
include plans and actions for rehabilitation and conservation, as well 
as the actual clearance of the blighted land and its preparation for 
reuse. We assume that this contempl: ites the coordinated use of the 
new insurance sections, 220 and 221, in conjunction with new projects. 

Another change is the pircg noe concept which would include the 
clearance of commercial or industrial properties, even though the 
cleared area will not be deemed for predominantly residential 
properties, if the clearing of the commercial area serves a sound com- 
munity objective. There appears to be reemphasis in the bill of lo 
cal responsibility for the initiation and preparation of urban renewal 
plans. 

We believe that this added emphasis on local responsibility is wise, 
as a safeguard aganst unnecessary projects, resulting in waste of 
much-needed public funds, both Federal and local. The changes in 
the concept of urban renewal plans to permit the inclusion of volun- 
tary repair and rehabilitation work; construction of streets, utilities, 
playgrounds, parks, and other improvements, is probably a realistic 
adoption of the authorities’ experience in this field. 

We make no attempt to comment on the low-rent public housing 
features of the bill, other than to state the long-held position of the 
a Association of Mutual Savings Banks on this matter, which 

s: Public housing, although needed in some areas and to some de- 
gree, should be strictly confined because of the latent danger that it 
might destroy the initiative of families to acquire their own homes 
and because of the potential abuse resulting from families’ continuing 
to avail themselves of public housing after improvement in their eco 
nomic status should deprive them of this Government subsidy. 

The President has recommended a 4-year program of public hous- 
ing construction at the rate of 35,000 units per year. We do not op 
pose this proposal, but we urge that particular care be taken in the 
administration of the program to insure that initial admissions and 
continued occupancy be strictly policed in order that public housing 
units be available for the class of persons for which they were in 
tended. 

Thank you, sir. 

The CuatrMan. Any questions, Senator Bennett ? 

Senator Bennett. No. 

The CHarrMan. Senator Lehman / 

Senator Leuman. No. 

The Cuarrman. Senator Frear ?/ 

Senator Frear. No. 

The Crarman. You feel this FNMA association, as set wp in the 
bill, will work ? 

Mr. Hep. I think it will work a lot better than the old one will. 
I think boiling it down to a point where you have one segment de 
voted to the assistance of spec ial projects, and creating a secondary 
market under another portion of the bill, is a sound basis. 

We have always felt that in a secondary market it should be hard 
to get the mortgages in and easy to get them out. Keep a revolving 
fund. 

The Cratrman. I believe you testified you are in favor of giving 
the President the flexibility to set interest rates and downpayments 
and yearly payments? 
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Mr. Hexp. Yes. 

The Cuarrman. You are in favor of that flexibility? 

Mr. Hewp. Yes. 

Senator Lenman. May I ask one question about that? It seems 
to me in reading your statement—I am ont I missed the early part 
of it—it seems to me that you are giving the President tremendous 
authority in regard to interest rates, terms, and charges. I know 
your purpose is to make the interest rate and terms and conditions 
more flexible. Also, I agree wtih you that if you have a sufficiently 
high interest rate on these mortgages, ry mortgages, that the 
need of a secondary market would be minimized. 

It seems to me that under the formula that has been suggested in 
this bill, the interest rate may be unconscionable. It is the average 
current return, on 15-year bonds, plus 21%4 percent. Well, we know 
that last year, at the time the Treasury issued these 31/4,-percent bonds, 
all bonds reached about the same level of 314, or possibly even a greater 
return than that, because the 314-percent bonds did sell for a time at 
a discount. 

Now, if you added to the 314 percent, which was current for some 
time, 214 percent, you might have a rate of 534 percent. 

Mr. Herp. It is our understanding, Senator Lehman, that 214 per- 
cent is the maximum. 

Senator Lenman. I realize that. 

Mr. Hexp. I have a chart here that will show that from 1946 right 
straight through that above the highest maximum on long-term Gov- 
ernments, mortgages were selling at about 1.43, at a maximum point. 
They were down as low as 88 points above the lowest maximum. In 
other words, it fluctuated, and I have a chart here that indicates that 
yield between long-term Governments and the long-term corporates. 

In my.own feeling, I doubt very much whether there is any necessity 
to go much more than 114 percent above the loan. 

Reantos Leuman. And yet this bill proposes to give the authority to 
add 21% percent. 

Mr. Herp. Two and one-half percent is a maximum, for flexibility. 

There may be some cases in certain areas, in order to stimulate mort- 
gage funds into rural areas, let’s assume, or in some special-purpose 
program, where a higher rate may be needed, such as was exercised 
in connection with title I, section 8, where there was a service charge 
put on in order to give a higher rate of return. You may need that 
authority, up to the 214 percent, only in cases of special circumstances. 

I don’t think that more than 114 points would be required to stimu- 
late money funds flowing into the mortgage market as against other 
investments in the capital market. , 

Senator Lenman. Of course, under this bill, the Congress surrenders 
its authority to fix even the maximum, reasonable maximum rates that 
can be charged for these mortgages, the term that could be set on the 
mortgages. It seems to me that while I realize there must be a certain 
amount of authority, discretionary authority given to someone, 
whether it be the President or a board or whatnot, it does seem to me 
that that authority should be limited, so that you can’t have an unrea- 
sonable rate of return on these mortgages. 

Mr. Herp. As I say, I think 144 or 134 percent would probably do 


the job as well as 214, but the 214 may have to be used under special 
circumstances. 
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The Cuarrman. Mr. Held, I want to thank you on behalf of the 
committee and the staff for the fine cooperation that we have had from 
you, personally, and your association. 

” Mr. Hevp. Thank you, Senator. 

The Cuarrman. You have been very helpful in the past, and we ap- 
preciate it. We may want to call you back for further testimony, when 
we get into writing this bill. __ 

Unless there are further questions, I am going to have to go to For- 
eign Relations for a little while, and I will ask Senator Bennett to 
preside. I will return as soon as I can. 

[ have a report on S. 2938 from the Comptroller General which 
will be inserted in the record at this point. 

(The report referred to follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., March 25, 1954. 
Hon. Homer B. CAPEHART, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

My Dear Mr. CHarRMAN: This is in reference to the Housing Act of 1954 as 
proposed in the bill S. 2938, 83d Congress, now pending before your committee. 

Title III of the bill would provide a new charter for the Federal National 
Mortgage Association designed to liquidate the existing mortgage portfolio of 
the Association and a basis for financing the new Association by private capital 
to the maximum extent feasible. Control and management of the Asssociation’s 
secondary market operations ultimately would be transferred to private owner- 
ship. 

I am pleased to note that section 302 (p. 69 of the bill) provides for a continu- 
ation of the audit of the rechartered Association by the General Accounting 
Office under the provisions of the Government Corporation Control Act and to 
continue the applicability of other provisions of that act. 

The bill requires the operations of the Association to be fully self-supporting, 
and provides that the Association pay for the use of Government funds, to pay 
into the Treasury amounts equivalent to Federal income taxes, and to reimburse 
Government agencies for services furnished it. In order that this payment 
policy may be completely effectuated, there are certain other expenses, not 
specifically mentioned in the bill, which the Association should bear. These 
relate to the payment of civil service and disability fund expenses and for office 
space and utilities furnished by the Government. Accordingly, it is suggested 
that an additional subsection be added to the proposed new section 309 (p. 64) 
as follows: 

“The Association shall contribute to the civil service retirement and disability 
fund, on the basis of annual billings as determined by the Civil Service Commis- 
sion, for the Government’s share of the cost of the civil service retirement system 
applicable to the Association’s employees and their beneficiaries. The Associa- 
tion shall also contribute to the employee’s compensation fund, on the basis of 
annual billings as determined by the Secretary of Labor, for the benefit pay- 
ments. made from such fund on account of the Association’s employees. The 
annual billings shall also include a statement of the fair portion of the cost 
of the administration of the respective funds, which shall be paid by the Asso- 
ciation into the Treasury as miscellaneous receipts.” 

You may recall that the above language was added to the Small Business Act 
of 1953 which created the Small Business Administration (67 Stat. 230, 235). 
Certain other corporations and business activities are required by law to bear 
this cost. 

Also, the following proviso should be added at the end of subsection (d) 
(p. 67) of proposed section 309: “Provided, That the Association shal] reimburse 
other Government agencies for office and other space and utilities furnished the 
Association.” 

Subsection (b) of section 309 (p. 66) provides that the Association shall deter 
mine the necessity for and the character and amount of its obligations and 
expenditures and the manner in which they shall be incurred, allowed, paid, 
and accounted for. It is not necessary to specify this authority in the bill, 
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because the courts have recognized generally that such authority is inherent 
in Government corporations. In fact, it is not granted in the existing charter 
of the Association. However, the General Accounting Office would have no 
objection to its inclusion in the bill, especially if the last clause is eliminated 
which provides that the determinations of the Association shall be final and 
conclusive upon all officers of the Government. This type of finality clause 
is unnecessary in view of the specific authority otherwise granted to the Asso- 
ciation with respect to the making of its contracts and commitments. 

Section 308 (b) (p. 48) provides for the disposition of earnings of the Asso- 
ciation under its new secondary-market operations but is silent with respect 
to earnings derived from operations under section 305 and section 306. I sug- 
gest that a clause be added to the bill stipulating that earnings derived from 
operations under the two sections shall be paid into the Treasury as miscellaneous 
receipts when not required for capital purposes or liquidation of obligations. A 
proviso to this effect might be added at the end of the sentence beginning on 
line 24 of page 48 of the bill. 

As a result of section 2 of Reorganization Plan No. 22 of 1950 (64 Stat. 1277), 
the Association is indebted to the Housing and Home Finance Administrator 
for borrowed funds which he in turn obtained from the Treasury. Accordingly, 
lines 16 and 17 of page 60 of the bill should be revised to read substantially as 
follows: “shall be paid to the Secretary of the Treasury first in reduction of 
the indebtedness of the Association to the Housing and Home Finance Admin- 
istrator and then in reduction of the indebtedness of the Association to the 
Secretary of the”. 

The proposed amendment of section 405 of the National Housing Act proposed 
in section 601 (2) of the bill (p. 94) which would bar the enforcement of a 
claim against the Federal Savings and Loan Insurance Corporation for the 
payment of insurance after the expiration of 3 years from the date of default 
is in accordance with the recommendation contained in the audit reports of 
the General Accounting Office on the Federal Savings and Loan Insurance Cor- 
poration. See page 11 of General Accounting Office audit report of the Home 
Loan Bank Board and the organizations under its supervision for the fiscal year 
ended June 30, 1952 (H. Doc, No. 52, 83d Cong.). The Federal Deposit Insurance 
Corporation has a statutory limitation on similar claims of 18 months. 


These proposed technical changes to the bill were mentioned informally to 
Mr. Joseph P. McMurray of your staff, and have also been brought to the atten- 
tion of the chairman of the Senate Banking and Currency Committee in connec- 
tion with the companion bill, H. R. 7839, 88d Congress. 

Sincerely yours, 


Linpsay C. WARREN, 
Comptroller General of the United States. 


COMMENTS FroM Hovsineg ANd HoME FINANCE AGENCY WITH RESPECT TO THE 
LETTER OF THE COMPTROLLER GENERAL 


1. In the fourth paragraph of the above letter the Comptroller General ob- 
serves that the bill requires the operations of the Federal National Mortgage 
Association to be fully self-supporting, etc., and that the Association “pay into 
the Treasury amounts equivalent to Federal income taxes.” He then suggests 
consideration of a provision requiring FNMA with respect to its employees to 
make payments in behalf of the Government to the civil-service retirement 
and disability fund and to the employee’s compensation fund. 

It is to be noted that the requirement of the bill that the Association pay into 
the Treasury amounts equivalent to Federal income taxes is restricted, in that 
it applies only to the secondary market operations of the Association under 
section 304. Neither its special assistance functions under section 305 ner its 
management and liquidating functions under section 306 are comprehended 
by the tax requirement. Although there would be no objection to the proposal 
if like requirements are to be applied to all other Government business-type 
operations, comparable requirements are at the present time applicable only 
to the Small Business Administration (mentioned by the Comptroller Gen- 
eral) and to the Panama Canal Company and the Virgin Islands Corporation. 

2. FNMA has always paid rental charges for its office and other space and 
for utilities, and, while no positive objection is made to the inclusion of the 
proposed proviso that would be added at the end of subsection (d) (p. 67 of bill 


as introduced) of proposed section 309 of the National Housing Act, the addition 
is necessary. 
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8. The Comptroller General makes reference to subsection (b) of section 309 
(p. 66), which provides that the Association shall determine the necessity for 
and character and amount of its obligations and expenditures and the manne 
in which they shall be incurred, allowed, paid and accounted for. It is noted 
that the General Accounting Office would have no objection to the inclusion of 
this subsection in the bill, especially if the last clause were eliminated. Although 
the inclusion of the subsection is considered to be necessary, it has been deter 
mined that the final clause is not necessary, and therefore there is no objection 
to amending section 309 (b) by striking “, and such determinations shall be final 
and conclusive upon all officers of the Government”. With this amendment, the 
subsection would be identical with the subsection appearing in the companion bil! 
(H. R. 7839), as passed by the House of Representatives. 

4. In commenting on section 308 (b) (p. 48) the Comptroller General notes 
that the bill is silent with respect to earnings derived from operations unde 
section 305 and section 306. In the interest of clarifying the bill on this point 
there can be added the amendment already incorporated in the companion bill 
(H. R. 7839), as passed by the House of Representatives, amending the bill by 
redesignating section “307” of the National Housing Act as section “307 (a)”. 
and by adding subsections (b) and (c) to said section, as follows: 

“(b) With respect to the functions or operations of the Association under 
sections 305 and 306, respectively, of this title, (1) there shall be no recourse 
to the capitalization of the Association provided for by section 303 of this title, 
and (2) mortgage sellers shall not be required to make payment to the Associa 
tion of the capital contributions provided for by section 308 (b) of this title 

“(c) All of the benefits and burdens incident to the administration of the 
functions and operations of the Association under sections 305 and 306, re 
spectively, of this title, after allowance for related obligations of the Associa- 
tion, its prorated expenses, and the like, including amounts required for the 
establishment of such reserves as the board of directors of the association shall 
deem appropriate, shall inure solely to the Secretary of the Treasury, and such 
related earnings or other amounts as become available shall be paid annually 
by the Association to the Secretary of the Treasury for covering into miscel 
laneous receipts.” 

5. The letter of the Comptroller General points out that as a result of section 
2 of Rreorganization Plan No. 22 of 1950 (64 Stat. 1277), the Association is in 
debted to the Housing and Home Finance Administrator for borrowed funds 
which he in turn has obtained from the Treasury. With respect to this point, 
it may be noted that the provisions of the bill contemplates that by the time 
of its enactment FNMA would otherwise have assumed the obligations of the 
Housing Administrator to the Secretary of the Treasury (in connection with 
FNMA’s operations). Since this assumption has not materialized, it is pro 
posed that the bill be amended by adding thereto section 307 (sec. 307 of the bill 
not sec. 307 of the National Housing Act as it would be amended by the bill). 
The new section 307, which would be added after line 23 on page 70, at the end 
of title III of the bill would read as follows: 

“Sec. 307. The functions of the Housing and Home Finance Administrator 
(ineluding the function of making payments to the Secretary of the Treasury ) 
under section 2 of Reorganization Plan No. 22 of 1950, together with the 
notes and capital stock of the Federal National Mortgage Association held by 
said Administrator thereunder, are hereby transferred to the Federal National 
Mortgage Association.” 

The foregoing was included in the companion bill (H. R. 7839) in the form 
in which it passed the House of Representatives. 


Senator Bennert (presiding). The next witness is Mr. Boris Shish- 
kin, of the American Federation of Labor. Mr. Shishkin, will you 
come forward / 

Mr. Shishkin, you may proceed as you wish. Do you want to read 
your statement or comment on it ? 

Mr. Sutsuxin. If I may, Mr. Chairman, I would like to present the 
statement the way I have it. 

Senator Bennett. Fine. 

44750—54—pt. 1 61 
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STATEMENT OF BORIS SHISHKIN, SECRETARY OF THE HOUSING 
COMMITTEE OF THE AMERICAN FEDERATION OF LABOR 


Mr. Suisuxin. My name is Boris Shishkin. I am secretary of the 
housing committee of the American Federation of Labor. I greatly 
appreciate the opportunity for us to present our views on the pending 
housing legislation, which we consider of utmost importance at this 
time to our economy and to the economic welfare of our country. 

I would like first to deal with the question of national housing policy, 
involved in this legislation. 

What the present Congress does about the Nation’s housing problem 
will profoundly affect the course of this country’s economic develop. 
ment as well as the level of future welfare of the American people. 

The far-reaching import of this legislation compels us to be forth- 
right regarding its deficiencies. It also prompts us to be as construc- 
tive as we can be in the recommendations we are here to submit. 

Sound housing legislation cannot be written ina vacuum. It cannot 
be divorced from the realities of economic life of the Nation. Neither 
can it be left separate and apart from the larger goals of national 
policy. 

Does such legislation make a positive contribution toward sustaining 
and advancing our country’s prosperity? Is it geared to a stable ex- 

»ansion of production and employment? Is it responsive to the 
ae present need for better housing and anticipated future require- 
ments? Is it designed to meet the deficiencies in income distribution 
and the financial ability of important parts of our population to have 
adequate housing within their financial reach? Does it help in sound 
planning of future development and growth of our communities?” 

The proposed legislation before us, 5. 2938, is no doubt well intended. 
But all of the many provisions that fill its one hundred and odd pages 
do not add up to a national housing policy. Nor do they betray any 
relationship to a broader policy goal of building a stronger, healthier, 
more prosperous America. 

The proposed program does not meet the three minimum require- 
ments we consider indispensable, 

The first test of a 1954 housing program is its responsiveness to 
1954 conditions. Our economy is no longer one of full employment and 
full production. The first responsibility of national policy is to re- 
verse the present recession trend and help resume the progress: of 
economic expansion. Yet, the admitted goal of S. 2938 is the construc- 
tion of a smaller, not larger, number of dwelling units than we have 
had in the past. 

The second minimum requirement of the housing enactment before 
us is that it contributes to a long-term healthy and balanced growth 
of American communities and of the whole economy. Legislation 
affecting housing has long-term effects. The construction of housing 
differs from the production of other commodities in that it has more 
than a transitory effect on the economic life of the Nation. 

The long-term financing of housing, the effect that it has on land 
and other property values, the durability of housing, and standards 
of its construction, all leave long-term imprints on the economy. 

Above all, on the provisions of such legislation depends the feasi- 
bility of sound redevelopment of existing communities and develop- 
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ment of new communities in the future. Yet, the proposed program 
aims mainly to patch up and make do what we already have instead 
of helping to build anew. 

The third, and perhaps the most important requirement which the 
pending housing legislation must meet, is its responsiveness to the 
Nation’s housing need. Yet the proposed program has been framed 
with glaring disregard of the housing needs of American families. 

Let me first consider this overriding question of housing need. 

The housing need: How many houses do we need? What groups 
n the population have the most urgent need for housing? To what 
extent can we rely on the existing supply to meet housing needs? How 
many new houses must be constructed? How soon must we have them ¢ 

Perhaps the first and foremost reason why we need a high level of 
residential building activity in this country is that our population is 
rapidly increasing. The actual growth of population has outstripped 
all past estimates of the Census Bureau and other population experts. 
Now we ean look for an even more rapid increase in population in 
the years ahead. 

By 1960 our present population of about 161 million will increase to 
approximately 175 million. Thereafter the population will increase 
even more rapidly as the huge crop of World War II babies reach 
the age when they marry and begin to have children. By 1970, we 
should have a population of more than 200 million. 

In addition to the housing needed to keep up with this population 
growth, we must also replace the large existing supply of substandard 
housing, and I have appended to my statement a very brief and a very 
sketchy summary of the fundamental facts in relation to the housing 
supply and its age which I would like to have included in the record 
at the conclusion of my statement, if I may. 

Senator Brennetr. Yes. 

Mr. Sxtsuxin. I would like to mention just one additional point 
in connection with the population growth, Mr. Chairman, and it is 
this. Inherent in it is the continuing trend in family formation which 
has, over the past 10 to 12 years, shown a very rapid increase. The 
requirement for more units outruns the actual population growth. In 
order to accommodate the social formation of our families, to provide 
for the greater number of older people, for the kind of community life 
that exists, we need a larger number of dwelling units in relation to 
the population growth. So that, if anything, the facts that we have 
submitted on population growth understate the actual housing re- 
quirements that would be apparent if the family-formation problem 
had been taken into account. 

To get back to the question of the housing supply, and the propor 
tion of substandard housing in it, let me point out that in 1950 there 
were at least 8 million substandard nonfarm units in the United States, 
and by now this number has increased considerably. 

The fact is that the current level of housing construction has not 
even kept up with the rate of population increase. Asa result, none of 
this new construction has been left over to replace the run-down 
dwellings in which millions of American families are forced to live. 

In the past few years, housing construction has been at a high level. 
But, relative to the growth of population, it has lagged behind. The 
fact is that even on an absolute basis, housing activity has barely 

topped that of the 1920's. Thus for the years 1923-27, construction 
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averaged 872,000 new non-farm-housing starts each year. During the 
past 3 years, new non-farm-housing construction averaged 1.1 million. 

For 1954, the forecast and the goal of the proposed program is only 
1 million. This means that our sights are set on housing-construction 
volume only 14.6 percent above 1923-27. Yet, since 1923, our popu- 
lation has grown by nearly 50 million, an increase of 45 percent, and 
total national production has almost quadrupled. 

It is indeed clifficult to accept the target of 1 million nonfarm units 
for 1954, which barely exceeds the volume of such construction main- 
tained some 30 years ago. It is even more difficult to square this with 
the housing picture that confronts us in the years that lie just ahead. 
It is a picture of a steadily increasing population and a large ac- 
cumulation of substandard and rapidly deteriorating houses. This 
picture reflects the need for sonnel housing construction of at least 
2 million units a year until 1960. After 1960, with the even greater 
increase in population, it calls for even greater expansion of housing- 
construction activity. 

The need is for 2 million units annual construction. Yet, in our 
judgment, the legislation your committee is now considering will pro- 
duce at the most 1 million units. This would be our estimate of the 
production potential that could be expected under this legislation 
even if the administration had not already acknowledged that only 
1 million units could be produced under it. 

One of the encouraging signs of the times is that the extent of unmet 
needs for housing in the United States, particularly among low- and 
middle-income families, has at last been acknowledged, even by those 
who in the past have refused to concede them. Even the home build- 
ers’ association is coming close to our estimate of the housing need. 

Let me add, Mr. Chairman, that we made last August a careful esti- 
mate, which relates to the basic estimate we made and submitted to 
Congress back in 1944 and revised it in 1946, which has proved to be 
quite sound. 

In relating the latest data to the evaluation of all the factors, we 
have come to the conclusion that the average annual rate of construc- 
tion, between now and 1960 should exceed 2 million units per year. 
But in rounded figures, in the broad, this is the minimum requirement 
that we regard as absolutely essential in order to have both accumn- 
lated current and anticipated need met. 

Needed: redevelopment, not rehabilitation. We are greatly en- 
couraged by the evidence of increasing agreement with us regarding 
the immediate and urgent need for a substantial expansion in housing 
construction activity throughout the Nation. We believe it is im- 
vortant to recognize that this need must be met mainly through new 
tein tes construction, rather than by patching up of that portion of our 
housing stock which is old, run down, and sue to further rapid 
obsolescence. 

I want to make sure that our position is not misconstrued. We 
believe that where it is feasible and economical to rehabilitate existing 
dwellings, where such rehabilitation will produce livable homes, and 
where it can be accomplished without subjecting the present occu- 

ants to distress, pshabilitation is both appropriate and justified. 
3ut such rehabilitation must above all produce homes that are ade- 
quate for family life in decent neighborhoods. These essential con- 
ditions of rehabilitation should not be underestimated. If these 
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conditions are to be met, it would be folly to assume that there exist 
in this country any large number of dwellings now occupied which 
can be patened up for many future years of livability. We estimate 
that, at the very most, no more than 200,000 units a year can be 
properly and effectively rehabilitated—and even this estimate is likely 
to be quite high. Let me emphasize that this number of units suitable 
for rehabilitation is over and above the need for 2 million new units 
which should be constructed each year. 

The limitations of the rehabilitation approach were emphasized 
in a report made to the President’s Advisory Committee on Govern- 
ment Housing Policies and Programs by two consultants to the com- 
mittee, Jack M. Siegel and C. William Brooks. These experts ex- 
amined very closely actual experience with rehabilitation projects in 
a number of cities, including Philadelphia, a city which has had the 
most experience with areawide rehabilitation. 

They presented their findings and recommendations to the com- 
mittee in a 143-page report. In the section of this report dealing 
with rehabilitation, they offer this conclusion: “Minimum rehabilita- 
tion in blighted areas may tend to perpetuate rather than eliminate 
slums.” 

This wise advice seems to have been lost on the President’s Advisory 
Committee on Housing. Its report placed an undue emphasis on 
the potential value of the rehabilitation approach to the housing 
problem. It is unfortunate that this unrealistic emphasis on con- 
tinued use of existing housing is also to be found in the bill which 
your committee is now considering. 

The bill, S. 2938, contains three important provisions which, if 
enacted, would encourage the overuse of existing housing. The bill 
would convert the slum clearance and urban redevelopment program 
authorized in the Housing Act of 1949 into the so-called urban renewal 
program. 

Instead of the comprehensive city rebuilding which the 1949 legis 
lation promised, cities would be encouraged to make do with the old 
instead of building anew. Communities would be called on to patch 
up and mask their rundown slum areas instead of clearing them 
out and building for future needs. 

The rehabilitation and conservation programs called for by the 
proposed legislation would entail serious problems of relocation of 
slum families. Our real need is not for renewal but for redevelop- 
ment of our cities to make them good places to live in the years ahead. 
Redevelopment must provide for growth. It must be equal to the 
economic, industrial, and social demands of modern American life. 

We must begin by acknowledging the hard, but unchallengable, fact 
that genuine and lasting urban redevelopment requires a substantial 
amount of slum clearance and rebuilding in rundown areas 

Ineffective and uneconomical rehabilitation of housing which has 
long since outlived its usefulness will not do the job in areas which 
should be thoroughly rebuilt and replanned for decent family life. 

Whatever legislation is enacted to deal with this problem, Congress 
should make it unmistakably clear that financial assistance must not 
be withheld from communities undertaking thoroughgoing slum clear- 
ance and urban redevelopment programs, Congress should also direct 
the Administrator to authorize financial assistance for rehabilitation 





948 HOUSING ACT OF 1954 


and conservation only when from the long-term viewpoint such activi- 
ties in the community are feasible, economical, and will produce livable 
homes in sound neighborhoods. 

Both in the special provisions for FHA insurance of existing 
dwellings in designated urban renewal areas—proposed new section 
220 of the National Housing Act—and in the provision for equaliza- 
tion of mortgage terms for existing and newly constructed units under 
all FHA programs, the proposed bill would farther encourage overuse 
of existing housing. The liberalized financial terms for existing 
housing would not only encourage the continued use of dwellings 
which should be retired from the housing stock, but would also inflate 
—— of such dwellings. 

ew residential construction would be put at a disadvantage while 
the sale and rental of existing houses would become more profitable. 
In the meantime, buyers and tenants of existing houses would have to 
pay higher charges. The net result would be fewer houses and 
increased costs for families needing housing while real-estate brokers 
and mortgage lending institutions would reap windfall profits in 
financial transactions involving old houses. 

We strongly feel that the reliance the bill would place on continued 
utilization of housing which has passed its period of useful life is 
misguided. We believe also that the provisions of the bill for 
financial assistance for construction of new housing are at best inade- 
quate and in some respects seriously harmful. 

The private “low-cost” program: Perhaps the most widely publi- 
cized of these provisions is the proposed section 221 of the National 


Housing Act which would authorize a special program of FHA 


mortgage insurance for construction of so-called low-cost private 
housing. Under the proposed bill, the FHA could insure 100 percent 
loans for the maximum amortization period of 40 years for houses 
costing no more than $7,000 a unit. Priority for occupancy of these 
houses would be given to families displaced by slum clearance and 
other Government projects. 

This proposed program is open to very serious criticism on a number 
of counts. In the first place, it is extremely unlikely that private 
builders will construct any considerable number of houses in the urban 
centers where families are displaced by slum-clearance projects to sell 
for $7,000 or less. Housing costs in these areas PDH do not permit 
construction of even the most inadequate type of houses at such an 
extremely low cost. Thus even if long-term mortgage financing could 
be obtained for houses built under this program, the realities of pre- 
vailing housing costs in such areas indicate that the program could 
never get off the ground. 

Even if financing could be obtained and houses could be built at the 
maximum costs specified in the bill, the houses would still not be 
suitable for low-income families who constitute the majority of slum 
residents. The FHA estimates that houses under the proposed section 
221 program selling for $7,000 would involve a monthly housing cost of 
$62.90. This is twice as much as low-income families in most cities can 
afford to pay. 

Needed publicly aided low-rent housing: Yet, this program has 
been described by some as a substitute for low-rent public housing. 
The bill before you, partes for some minor provisions, ignores public 
housing. Although the President has requested a token 140,000-unit 
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program to be built over a period of 4 years, even this token and 
clearly inadequate request is not included in the bill. This, despite 
the fact that it has been proven again and again that the low-rent 
public-housing program, which has made good homes available to 
hundreds of thousands of low-income families, is the only effective 
means for permitting families in the low-income brackets to obtain de- 
cent homes. The American Federation of Labor is thoroughly con- 
vineced that construction of low-rent public housing should be consid- 
erably expanded at this time and should certainly figure largely in 
any housing legislation that is enacted. 

Ve recognize, Mr. Chairman, that there is a previous authorization 
for the construction, for the availability of funds to construct public- 
housing units. But judging particularly by the experience in the first 
session of this Congress, we are convinced that, unless there is a specific 
provision in this broad fundamental legislation dealing with housing, 
that there is no prospect of such authorization and the necessary ap- 
propriations being made in order to carry out even the minimum re- 
quests called for by the President. 

The bill before you also fails to make provision for the needs of 
middle-income families, even though it has become abundantly clear 
that private speculative builders are either unable or unwilling to 
construct homes that most families of moderate means can afford. 
Without going into detail, let me cite one fact to illustrate the failure 
of private speculative builders under current programs to meet housing 
needs. 

In 1952, the latest year for which figures are available, only families 
with incomes of more than $5,000 could afford to meet monthly housing 
expenses for the average FHA house or apartment. Yet in 1951, the 
latest year for which we have census data, only 31 percent of all non- 
farm families had incomes of $5,000 or more. 

The proposed bill would do nothing to right this imbalance between 
incomes and housing costs. Instead of developing a fundamental ap 
proach to the middle-income housing problem, this bill would simply 
reduce the downpayment requirement and extend the maximum amor- 
tization period for some types of Government-insured housing, and at 
the same-time would authorize an increase in the maximum interest 
rate to a possible effective rate of 6 to 614 percent. 

The lower downpayment requirements for houses in the luxury- 
price brackets will simply encourage builders to construct such houses 
and discourage them from building more moderate priced dwellings. 
As far as the moderately priced housing is concerned, the lowering 
of monthly charges resulting from the extension of he amortization 
period—but actual increase in total costs over the life of the mort- 
gage—will be considerably offset by the increase in the interest rate. 

Under the bill, the President is given authority to establish maxi- 
mum interest rates on FHA and VA loans up to 2% percent above 
average market yields of Federal long-term obligations. 

Since all the pressure will be on the President to increase interest 
rates rather than to lower them, there is every reason to believe that 
the apparent flexibility in mortgage terms which the bill seeks to 
introduce would in fact result in a continued high level of mortgage 
interest rates under the FHA and VA programs. 

The net result of the changes in these terms which the bill would 
bring would be increased concentration on construction of higher- 
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priced houses and higher costs for prospective middle-income home 
purchasers. This is obviously not the way to assure an adequate 
supply of housing for middle-income families at costs within their 
budgets. 

FNMA: Just a word on the proposed changes in the Federal 
National Mortgage Association directed primarily toward the support 
authorized for special housing programs. The bill authorizes a total 
of $700 million for this purpose without specifying any*priority of 
use. Since this could assist the construction of only about 70,000 
dwelling units, it is clearly not the proper way of providing neces- 
sary financing for housing for cooperative groups, or for minorities 
and others who are especially disadvantaged in obtaining private 
financing in the existing market. While we endorse the proposal 
for an authorization of special assistance for such housing, we think 
that the types of housing which would be assisted should be spelled 
out in the bill. 

Moreover, such authorization should clearly assure more adequate 
source of financing for types of housing for which there is special 
need including a priority for cooperative housing and housing for 
minority groups. 

Cooperative housing: In amending section 213 of the National 
Housing Act, the bill changes the basis for determining the max#mum 
mortgage insurance amout from “replacement cost” to “value.” Since 
FHA nearly always determines “value” at less than “replacement 
cost,” this would place cooperative housing at a serious disadvantage. 

We also object to the explicit removal of an authorization for an 
Assistant Commissioner in the FHA for cooperative housing. We 
fee] that such removal will further weaken the already understaffed 
FHA cooperative housing section. 

Protection of labor standards: The bill would remove the require- 
ment that the Public Housing Administration determine minimum 
salaries to be paid to architects and other technical employees em- 
»loyed in the development of low-rent housing projects. This would 
a a backward step and we urge that this proposed change be removed 
from the bill. Certainly, the Federal Government should not make 
funds available for projects which involve substandard wages for any 
employees. 

Protection for home buyers: We request that home buyers under 
federally assisted programs be protected by two specific measures: 

(2) Every builder of FHA-insured housing, or receiving other 
financial assistance under the program, should be required to sign a 
builder’s warranty against structural defects that may develop within 
the first 2 years after completion. 

(6) Purchasers of homes under the FHA and VA programs should 
be given protection through a “lapsed payments” plan. This would 
establish a revolving fund out of which monthly payments could be 
muintained in the event a home buyer is forced to miss monthly pay- 
ments by unemployment, illness, death in the family, or other emer- 
gency. The mortgagor would be expected to make slightly higher 
monthly payments to make up for the lapsed time and reimburse the 
revolving fund at the end of the emergency. 

Conclusions: In order to strengthen the legislation your committee 
is considering so that it will fully measure up to the housing needs of 
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the Nation, the American Federation of Labor makes the following 
positive recommendations : 

1. To make good housing at low cost available to low-income fami- 
lies, we ask the Congress to authorize construction of 600,000 low- 
rent public housing units within the next 3 years. 

2. We urge a broadened urban redevelopment program providing 
necessary financial assistance to cities for slum clearance and re- 
building and replanning of metropolitan areas. Reliance on lesser 
methods’such as rehabilitation and neighborhood conservation should 
be used only to the extent that such methods are economical and work- 
able. 

3. We ask for expanded Government assistance for middle-income 
housing. In particular, we urge that interest rates for housing for 
middle-income families be reduced and if, and only if this is accom- 
plished, maximum amortization periods be lengthened. These aids 
should be made available for all housing meeting livability require- 
ments at costs middle-income families can afford, but priority for 
such assistance should go to genuine cooperative and nonprofit hous- 
ing since their costs are necessarily lower than those of speculative 
builders. 

4°We'ask that housing built under the FHA and VA programs as 
well as all other programs involving Federal financial assistance be 
made subject to the requirement for the payment to all employees of 
wage rates prevailing in the locality, as determined by the Secretary 


of Labor. 


In conclusion, I should like to emphasize to the members of this 


committee that the Nation’s housing problems will not be solved until 
good housing is brought within the financial reach of all families at 
costs they can afford. Only when the housing placed on the market 
runs the gamut of all incomes will the country begin to obtain an 
adequate supply of housing. 

The speed with which we meet these requirements is important not 
only because it will determine how soon we can achieve the goal of a 
good home for every family, but also because a high level of housing 
consteuction is urgently needed now so that housing could play its 
full part in maintaining prosperity and full employment. 

We urge that your committee broaden the proposals in the present 
bill to include the recommendations we have made. Inclusion of these 
recommendations in the legislation enacted will help raise the level 
of housing construction, will help provide good homes for every 
American family, and will help sustain economic prosperity. 

This concludes my statement, Mr. Chairman. I would like at this 
point to insert. the appendix, which is a very brief statement on the 
condition of housing supply. 

Senator Bennetr. The material in the appendix will be received 
and inserted in the record at the conclusion of your remarks. 

Senator Leuman. Have you been able to observe the effect of the 
limitations on the number of public-housing units that were provided 
for the years 1953 and 1954 ¢ 

Mr. SuisnKxin. Well, I think, Senator, there are two points that can 
be made.in relation to this. In the first place, a large number of 
projects that have been readied in which an expensive undertaking 
had been made, prior to their development, for their planning, for the 
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study of the conditions and for meeting the community need, were not 
carried out, were not put into effect and were not to go ahead only 
because of the failure of the Congress to provide the necessary funds. 

And, second, it seems to me important to point out that beyond this, 
the local housing authorities, as well as the municipal authorities, 
have done a tremendous amount of work which now makes possible 
un immediate expansion of the public housing program, for which a 
great many of our cities are now prepared and could carry out the 
minute the authorizations were provided by Congress. 

Senator Leuman. That is the case in New York City, is it not? 
New York City would be prepared? 

Mr. Suisuxin. That is quite true. 

Perhaps I might add one additional point which is quite important 
in this, and which perhaps I didn’t stress sufficiently in the statement 
presented here. That is that the fundamental problem involved in 
urban redevelopment is not only to provide better housing, but to 
provide better cities. For example, consider the whole traffic problem, 
the outlets out of cities, the construction of highways that is so ur- 
gently needed and is inevitable, regardless of what anyone may think 
or do here. It will be done through some means, because there are 
bottlenecks that need to be broken. Any construction of that kind 
calls for demolition of a tremendous number of houses in substandard 
condition now occupied, and actually overloaded with occupancy. 

So, there is need for those people to go somewhere, and they are 
predominantly low-income people. There is thus a very urgent addi- 
tional need which is created by the current situation, for low-rent 
housing in order to take care of that displacement which is about to 
take place. 

Senator Lenman. May I ask you this question: I assume from your 
statement, that you have no objection to a program, a so-called renewal 
program, providing it is made supplementary and complementary to 
the broader program of public housing and redevelopment of the 
slum areas. 

Mr. SuisuxKin. That is correct, Senator. We feel there is room 
for it, but it is extremely limited. The fundamental problem is that 
the units which are substandard today are asenpiod: and in most 
cases overoccupied by low-income families. They are the people who 
live in substandard housing today. 

Now, if you are going to put in plumbing where there isn’t any 
plumbing, if you are going to put in additional facilities and rebuild 
the unit structurally, those people will have to go some place while it 
is done. There are very few units in which this renewal can be accom- 
plished while they are occupied. There is no place for these people to 
go. So that the economic limitations of that kind and social limita- 
tions are very real. 

Senator Lerman. The reason T asked that question is that a number 
of witnesses who appeared before this committee laid special stress 
on the effectiveness of this so-called renewal program. 

It is my judgment, reinforced by expert testimony, particular] 
from Baltimore, which was the originator of this program, that it 
is wrong to put too much emphasis on that particular part of the 


program which we must consider merely as a palliative or supple- 


mental undertaking. The real emphasis must be laid on construction 
of new homes, to public housing authorizations, and other means. 
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Is that correct ¢ 

Mr. SuisuxKin. That is completely our view, Senator. We feel that 
there is room, that is, there is limited room for a renewal type of 
program, and aids for it. But the primary responsibility of this 
Congress in 1954 is to encourage building, to encourage new con- 
struction, encourage construction for the future, instead of encourag- 
ing, on such a huge scale, the remodeling and patchup of the existing 
dilapidated and outmoded facilities. 

Senator Lenman. You referred to the absence of any provision in 
this bill for authorization for public housing. I don’t know whether 
you are aware of the fact that Senator Maybank has introduced an 
amendment to the bill which would at least make it possible for the 
Congress to appropriate, to authorize, and appropriate funds for new 
publie housing. Of course, the number must be left in doubt until the 
Congress acts. But if this amendment is adopted, as I very much 
hope it will—I am cosponsor of it—the path would be open for the 
authorization of new public housing and appropriations of such 
amounts for such eb of units as may be deemed wise by the 
Congress, 

Mr. SuisuKin. We feel very strongly, Senator, such authorization 
belongs in this legislation. 

Senator Bennetr. Of course, you realize the ultimate question is 
the determination of appropriation. We cannot force the Appropria- 
tions Committee to accept any authorization, whether it is housing or 
roads, or any other form of Government activity. The process is in 
two stages: First, authorization which sets the top limit; and then 
appropriation, which is the final determination of the program. 

Mr. Suisuxrn. I am well aware of it, Senator Bennett, and I am 
also well aware of the fact that the ends of the purse strings are on 
the other side of the Capitol, where the first move is made on the 
appropriations. 

But it would seem to us that it takes more than two phases. It 
takes, really, three phases. One phase has been reflected in the very 
affirmative statement by the President of the United States, and we 
think that his recommendation is less than is required; that it is less 
than the minimum. But he has recommended it. 

Now, if the Congress authorizes the second step, then it seems to 
be unavoidable for the appropriations to be forthcoming. 

Senator Bennett. We have discovered that there is no such thing 
as “unavoidable,” with respect to appropriations in any field. And 
that in the last analysis, there is the final say. 

And more questions, Senator Lehman? 

Senator Lenman. I want to emphasize what Mr. Shishkin has al- 
ready outlined and mentioned, that even the program sponsored 
by the President, which I think is quite inadequate, would be impos- 
sible unless there is authorization in this bill, or unless the Maybank 
amendment was adopted, because there would be no authorization 
which would permit an appropriation to be made under the bill that is 
now before us. 

Mr. Suisuxin. I have pointed out in my statement that we are 
aware of this, actually. But we do regard authorization as a condi- 
tion precedent. 

Senator Lrnman. I wanted to emphasize that because you had al- 
ready mentioned it. 
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Senator Bennerr. I have no further questions, Mr. Shishkin. 
Thank you very much. We appreciate having your testimony. 

Mr. Sutsuxin. Thank you very much, Mr. Chairman. We appre- 
ciate the opportunity to be heard. 

(The appendix submitted by Mr. Shishkin follows :) 


CONDITION OF HousING SUPPLY 


The 1950 census of housing reveals that a large proportion of America’s hous- 
ing facilities are substandard, overage, or both. In 1950 only 40 percent of all 
dwelling units were not dilapidated and had all of the essential plumbing facili- 
ties (private bath, private flush toilet, and hot running water). Fully 80 per- 
cent of all farm units failed to meet this standard. Approximately 12 million or 
about 30 percent of the 88 million nonfarm units were deficient in 1 or more 
respects. 

Because we have failed to replace overage structures by construction of a 
sufficient number of new units, our housing supply has become increasingly 
older. Thus in 1950, there were still Just about as many occupied units built 
before 1920 as in 1940. In 1950, the 20 million pre-1920 units American families 
were still occupying constituted 46 percent of the total housing supply. The 30- 
year-and-over units represented about half of all farm units and 45 percent of 
nonfarm homes and apartments, 

Another important indicator of housing need is the degree of overcrowding 
of occupied dwelling units. A dwelling unit is usually considered overerowded 
if it is occupied by more than one person per room. Measured by this criterion, 
in 1950 about 6,600,000 units were overcrowded, representing about 15 percent 
of the total housing supply. 

While there is some overlapping in the figures I have presented, they un- 
mistakably indicate the huge backlog of housing need we have accumulated in 
this country. Let me emphasize that all of these figures relate only to the 
deficiencies in our present housing supply. They take no account of the addi- 
tional housing requirements we will have to meet to assure decent housing for 
our rapidly expanding population. 


Senator Benner. I have a letter from the Redevelopment Builders 
of New York for the record. 
(The letter referred to follows :) 


REDEVELOPMENT BUILDERS oF New York, 
New York 17, N. Y., Mareh 25, 1954. 


The Honorable HoMer E. CAPEH ART, 
Chairman, Banking:and Currency Committee, 
United States Senate, 
Washington, D. C. 

Dear SENATOR Capesart: On behalf of the Redevelopment Builders of New 
York, I would appreciate the opportunity of presenting for the record of your 
hearings on S. 2938, the Housing Act of 1954, our views and comments with re- 
spect to this proposed legislation and particularly its provisions for expanded 
action for the renewal of American cities, We are an association of the private 
building organizations engaged in carrying out privately financed redevelopment 
projects on a full tax-paying basis under the New York City slum clearance pro- 
gram. The projects now being developed or about to be started by our members 
will provide approximately 10,000 new apartment units and will represent a total 
investment of over $100 million in private funds. Consequently we are already 
dealing at first hand with the problems of rebuilding blighted and run down city 
areas on a basis that will transform living conditions and will constitute a 
sound outlet for private investment funds. The comments set forth below are 
based on our practical experience in this field and are presented with the thought 
that they may be of help to your committee in its consideration of this legis- 
lation. 

At the outset, we would like to endorse strongly the basic provisions of the 
Housing Act of 1954 with respect to urban renewal and redevelopment and the 
accompanying FHA amendments designed to facilitate private investment in such 
undertaking. We believe that, with certain minor amendments and administra- 
tive interpretations, these provisions are workable and would provide a substan- 
tial stimulus to the job of revitalizing American cities. 
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Section 220 

From the standpoint of private enterprise participation in the rehabilitation 
and redevelopment of blighted areas, the most important new provision in the 
Housing Act of 1954 is section 220. In our opinion, the authorization of mort 
gages covering up to 90 percent of the value of multifamily developments in 
urban renewal areas is fully justified in view of the greater obligations which 
private developers must assume in undertaking such projects as compared with 
the conventional development of suburbah  apartnients on open Tard. 

Likewise, we endorse the provision for higher mortgage allowances for elevator 
construction. These will permit a realistic reflection in FHA mortgage financing 
of the higher cost of such construction and will correct the situation whereby 
redevelopment builders have been called upon to develop high-rise elevator build 
ings within the mortgage ceilings designed for less costly garden-apartment 
structures. There are, however, several matters which we would like to call 
to your attention from the standpoint of accomplishing in full the objectives of 
section 220. 

FHA valuations.—If the objective of section 220 is to be accomplished, we 
believe it is essential that the mortgage commitments issued by FHA for multi 
family projects under section 220 actually represent 90 percent of the overall 
cost of a project, including land and all other expenses. In our opinion, this 
means that the findings of the Housing and Home Finance Administrator and of 
the Federal Housing Commissioner in approving areas for such projects should 
be conclusive evidence that the location is fully acceptable to the FHA for mort 
gage-insurance purposes; and, furthermore, that the housing market in the area 
is accepted by the FHA as sufficient to support the type of housing accommoda- 
tions called for by the redevelopment plan. Clearly, private enterprise cannot 
be expected to proceed with projects in such areas if the FHA valuation is less 
than the replacement cost of the project or if the FHA’s determination of maxi- 
mum rents is less than the amount needed to carry such replacement cost in 
accordance with the established FHA procedures. 

In order to assume that the 90-percent mortgage authorized by section 220 is 
actually available for qualified projects, we recommend the following amend- 
ments : : 

On page 20, line 6, strike out the word “value” and substitute the words 
“replacement cost’; and on line 7, strike out the word “value” and substitute the 
words “estimated replacement cost”. 

Macrimum term of mortgages.—Under section 220, the maximum term of mort- 
gages on multifamily structures is left to the discretion of the Federal Housing 
Commissioner. We urge that, by statute, such maximum term be placed at 40 
years on elevator structures and 50 years on fireproof structures, both on a level 
annuity basis. Such terms would be justified by the greater durability of these 
types of construction and would substantially offset the higher construction costs 
of these types of buildings from the standpoint of the rent levels necessary to 
carry the project. Under the FHA’'s present regulations for rental housing 
projects insured under section 207, the annual initial debt services on an apart 
ment representing a mortgage investment of $10,000 is $675. By contrast, annual 
debt service on a level annuity 40-year mortgage (which is permitted by FHA 
under section 213) is $560 or a reduction of $115 or 17 percent. On a 50-year 
level annuity mortgage, the debt service would be $524, a reduction of $151 o 
22 percent. 

In order to permit such maximum terms, we recommend the following amend 
ment: 

On page 22, line 1, substitute a semicolon for the period, and insert the fol 
lowing: “and as to mortgages coming within the provisions of paragraph (3) 
(B) of this subsection (d) not to exceed 40 years from the beginning of the 
amortization of the mortgage in the case of projects consisting of elevator-type 
structures and not to exceed 50 years from the beginning of the amortization of 
the mortgage in the case of projects consisting of fireproof structures.” 

Marcimum mortgage for projects with an average of less than four rooms per 
unit.—The mortgage limitations in section 220 for multifamily projects with an 
average of less than four rooms per dwelling unit are definitely out of line with 
the comparable provisions in section 207 and section 213 and should be changed 
if section 220 is to be workable for projects in locations where the best plan and 
the market demand call for smaller apartments. For larger apartments, the 
bill would set maximum mortgages of $2,000 a room under section 207, $2,250 a 
room under section 213 and $2,250 under section 220 for walkup construction 
and $2,400, $2,700, and $2,700, repectively, for elevator construction. These 
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allowances properly reflect the S0-percent mortgage under section 207 and the 
90-percent mortgage under section 213 and section 220. On the other hand, for 
projects consisting of smaller apartments, the maximum mortgage per dwelling 
unit under section 220 is limited to $7,200 for walkup construction and $7,500 for 
elevator construction, the same dollar limits as under section 207 and comparing 
with $8,100 and $8,400 under section 213. Obviously these limits under section 
220 should be raised to $8,100 and $8,400 te maintain comparability with section 
207 and section 213. 

To correct this discrepancy, we recommend the following amendment : 

On page 20, line 16, strike out “$7,200” and insert “$8,100”; in line 22, strike 
out “$7,200” and insert “$8,100”, ; and in line 23, strike out “$7,500” and insert 
“$8.400". 

Specific reference to redevelopment.—Since section 220 is intended to cover new 
construction in urban renewal areas as well as rehabilitation, the language of sub- 
section (d) requiring “a specific plan of rehabilitation and conservation” appears 
too narrow and the word “redevelopment” should be added. 

We therefore recommend the following amendment : 

On page 17, lines 19 and 20, strike out the words “rehabilitation, and conserva- 
tion” and insert “rehabilitation, conservation, or redevelopment.” 

Eligibility of present title I redevelopment projects for section 220 mortgage 
Insurance.—We assume that it is the intent of the Housing Act of 1954 that slums 
and blighted areas already being prepared for redevelopment under title I of the 
Housing Act of 1949 may qualify for mortgage insurance under section 220. If 
this were not so, then there would presumably be a delay of at least 2 years 
before the benefits of section 220 could become effective in stimulating private 
rebuilding, taking into account the time required to plan and initiate new projects 
subsequent to the enactment of the Housing Act of 1954, and to prepare sites for 
rehabilitation or redevelopment. In order to remove any doubt as to the eligi- 
bility of existing redevelopment areas for financing under section 220, we recom- 
mend that your committee adopt an appropriate amendment clarifying this intent. 

FNMA support for section 220 mortgages.—We endorse the provisions of sec- 
tion 8301 (b) and section 305 of the Housing Act of 1954 authorizing Federal sup- 
port through the Federal National Mortgage Association of mortgages financing 
special housing programs in the public interest. We assume that it would be 
the Government's policy to utilize this authority, if necessary to assure ready 
financing for projects in urban renewal areas. We are in agreement with the 
objective that insured mortgages on redevelopment projects as well as on other 
housing developments should command a ready private market without further 
Federal support. However, we believe it is essential that a federally supported 
secondary mortgage market be available in reserve for qualified undertakings in 
the public interest, such as redevelopment projects, in the event that normal 
private financing channels for such undertakings are temporarily blocked. 


Section 213 


We are in agreement with the proposed changes in the mortgage allowances 
for cooperative housing projects insured under this section and believe that such 
projects are in many cases well suited for the redevelopment of blighted areas. 

However, we would like to direct your attention to a provision in §. 2938 
which would change the method for determination of the maximum mortgage on 
a management type cooperative housing project and would, in our opinion, greatly 
impede the development of such projects either in redevelopment areas or else- 
where. Under the existing statute, the Congress established the maximum mort- 
gage for management type cooperatives at 90 percent of the estimated replacement 
cost of the project or 95 percent of estimated replacement cost in the case of 
projects in which at least 65 percent of the membership consists of veterans. 
Under S. 2938, the maximum mortgage would be based 90 or 95 percent of the 
“estimated value” of the project. Under FHA underwriting practice, this would 
mean in most cases that its valuation would be less than replacement cost and 
that projects could be financed, if at all, only through substantially larger down 
payments by the individual members of the cooperative than are contemplated 
by the statute. 

In the New York City metropolitan area, the section 213 program has resulted 
in a substantial volume of good housing at monthly carrying charges for the 
individual members of the cooperatives substantially less than the rents required 
for new rental housing of comparable cost and quality. Since this program has 
been .operating to the benefit of the housing consumer, we feel it would be 
extremely unwise to change one of its basic provisions in a manner that would 
seriously impede the future progress of the cooperative-honsing program. 
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We therefore recommend the following amendment : 

On page 13, lines 10 and 19, strike out the word “value” and insert “replacement 
cost. 

We would also like to recommend a further change in the provisions of section 
213 which we believe would greatly improve the workability of this program 
‘his would take the form of authorizing the issuance of an 80 percent mortgage 
commitment under section 207 for the construction financing of a project, with 
the developer being extended the option of transferring this commitment to a 
section 213 mortgage upon the completion of the project and the sale of its dwell- 
ing units to qualified members of a cooperative corporation in accordanee with 
FHA regulations. This would eliminate the necessity under present regulations 
of selling at least 90 percent of the dwelling units in a section 213 project before 
the start of construction, which has represented one of the principle marketing 
problems in connection with this worthwhile program. Since such an arrangement 
presumably would require legislative authorization, we recommend your con 
sideration of including such authorization in the Housing Act of 1954. 

Transfer of existing FHA insurance commitments to the provisions of the 
Housing Act of 1954.—In the interest of expediting progress on redevelopment 
projects already being processed by the FHA, we recommend that appropriate 
steps be taken to permit the transfer of commitments issued under the existing 
provisions of section 207 and 213 to the more favorable basis authorized by the 
Housing Act of 1954, in the event of final passage of that legislation. In New 
York City, there are several projects at or near the point of commitment and it 
would clearly expedite the development of those projects, if their sponsors could 
be assured of equitable participation in the more realistic terms provided by the 
pending legislation. 

Sincerely, 
FRED Trump, President. 

Senator Bennerr. We will now hear from Mr. Wallace J. Camp 
bell, of the Cooperative League. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES OF 


AMERICA 


Mr. Campseti. Mr. Chairman and members of the committee, it i 
2 pleasure to bring to this committee the views of the Cooperative 
League of the U nited States of America on the Housing Act of 1954 
which is now before you. 

My name is Wallace J. Campbell. 1 am director of the Washington 
office of the Cooperative League of the United States of America. 
Our organization is a federation of consumer, purchasing, and service 
cooperatives serving a dues-paying membership of 2 million families, 
and in addition, having associ ated with it 9 million families which are 
members of rural-electric cooperatives through membership in the Na 
tional Rural Electric Cooperative Association, and in credit unions 
through the Credit Union National Association. 

We have worked very closely with the Federal Housing Adminis- 
tration, Housing and Home Finance Agency, and Public Housing 
Administration on housing problems as they affect the housing needs 
of our general membership. We also have very specific interests in 
the Cooperative Housing Section of FHA which was created under 
the Housing Act of 1950. 

We feel strongly that at this point in history, with two world wars 
out of the way, and the war in Korea completed, one of the major jobs 
of this Nation should be to catch up with the backlog of housing needs. 
President Eisenhower, in his statement of policy on housing, declared : 


The development of conditions under which every American family can obtain 
good housing is a major objective of national policy. 
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It is our opinion that the Housing Act now before you, although 
it has many commendable features, is inadequate to meet the tremen- 
dous job which remains to be done. 

There is an abundance of testimony as to the tremendous need which 
remains before us. Fortune magazine, in a very careful study, points 
to an annual minimum requirement of 1,400,000 units for the ‘years 
1955-59, with a new boom coming in the 1960’s when war and postwar 
babies reach marrying age. 

It must be remembered that the Fortune estimate is on the housing 
market, rather than on the housing need, which we feel is even more 
substantial. In other words, our biggest housing year, with nearly 
il4 million units as a record achievement of new housing, should be 
looked upon as the normal minimum. 

The National Association of Home Builders is equally positive 
about the need and opportunity for a high level of housing 
construction. 

The American Federation of Labor, in the testimony you have just 
had presented to you, and the Congress of Industrial Organizations, 
have pointed to a housing need for 2 million new units per year, while 
ihe National Housing Conference, in a well-documented study by Dr. 
William L. C. Wheaton, points to a housing need for between 2 mil- 
lien and 2.4 million units per year. 

At the risk of repetition, but perhaps in the interest of reemphasis, 
I would like to repeat the National Housing Conference’s statement 
which showed that the 1950 census reveals that we have 15 million 
substandard homes, and that even if we build 2 million units a year 
and rehabilitate 400,000 additional units each year, 5 million American 
families will still be using homes which were substandard. in 1950, 
when 1970 arrives. 

I would like to devote most of my testimony today to cooperative 
housing, but would like to say before turning specifically to that sub- 
ject, that the Cooperative League would be happy to endorse reestab- 
lishing the goals set by the Housing Act of 1949, which calls for 
building 135,000 units of low-rent public housing units per year as 
part of an overall housing program. This should provide about one- 
tenth of a national housing program with public housing designed to 
help those in greatest need. This goal, set by the late Senator Robert 
A. Taft, is a reasonable and achievable goal, and is part of the law 
of the land. 

I would like now to direct your attention for a few minutes to the 
cooperative section, generally known as section 213, which is treated 
in the bill before you in section 119. 

The cooperative housing program of FHA might well be referred 
to as the stepchild of the Federal Government’s housing program. 
Perhaps the simile of the ugly duckling would be even more appro- 
priate. The legislation was adopted as a compromise following the 
‘ampangn to secure adoption of a middle-income housing program in 
1950. 

It was expected that the cooperative housing program, as adopted in 
this compromise, would eventually provide for something in the neigh- 
borhood of $50 million worth of cooperative housing. The response 

_to the program surprised both the Federal Government’s housing offi- 
cials and the original sponsors of the program, As of February 28, 
1954, the FHA had insured mortgages on 164 projects with a total 
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number of family units providing housing for 26,930 families. The 
dollar volume of these mortgages insured to date in less than 3 years 
totaled $255,015,883. 

The commitments, statements of eligibility, and applications in 
process, all classified as active case workload, brings the number of 
projects to 493, the units to 56,000, and the dollar volume to $520 mil- 
lion. A table containing these statistics will be submitted for the 
recor d. 

For purposes of comparison with other parts of the Government’s 
overall housing program, it should be of interest to this committee to 
know that in the years 1951, 1952, and 1953 the number of units proc- 
essed by the Rental Housing Division of FHA under section 207 
totaled 18,108 housing units, ‘for a mortgage amount of $128,883,000. 
In contrast, the cooperative housing section—213—proc essed 25,633 
units, for insured mortgage value of $242,192,000. 

It is difficult to compare these with the public housing program of 
the same period, but during those 3 years PHA built, or arranged for 
the building of, 126,718 low- rent public housing units. A year-by-year 
tabulation of these figures is in this table. 

Senator Bennerr. Without objection, it will be made a part of the 
record. 

(The table referred to follows :) 


Sec. 231. Cooperative housing—Status as of Feb. 28, re 


“TS Total num- | Total num- | Total dollar 








ber projects ber units volume 
Mortgages insured _-_-...-..-- lL osekad 164 | 26,930 | $255, 015, 8&3 
Commitments. 7 Séineceiatbbns 31 1, 844 | 16, 378, 450 
Signed statements of eligibility } 129 9, 361 | 82, 988, 900 
Unsigned statements of eligibility 93 | 7, 164 63, 532, 800 
Applications in process 4 76 | 10, 825 102, 740, 040 
—_— - eas: EEE ——$—— | 7 
Active case workload __-.......- as al 493 56, 124 520, 656, 073 
Cases rejected has Am i 140 18, 330 174, 533, 541 
Cases withdrawn 4 eanend 260 20, 658 202, 977, 848 
Eligibility statements expire i ‘ jinn a cupombanuetn’ 75 5, 924 | 53, 968, 050 
Total case workload __..........- pelle cis piece } 968 101,036 | 952, 135,512 


Comparative programs 








| . °N7. re , 9 orativ | 
} I —— ntal FHA pany rative | PHA low 
FI | . | rent pub- 
nena teniniaiana nea nner En | lie housing 
Units |} Amount | Units Amount | inits 
i | 
eee / 4,890 | $33, 201, 000 | 8,280 | $75, 611, 000 | 10, 246 
arr ; sha 6,043 | 41, 843, 000 | 9,774 | 91, 701, 000 | 58, 268 
1953 _ a : : . os 7 7,175 | 53, 839, 000 | 7, 579 74, 880, 000 | 58, 214 
18,108 | 128, 883, 000 25, 633 | 242, 192, 000) 126, 718 





Mr. Campsett. During the last year, the mortgage market for co- 
operative housing has been particularly tight, and even as the market 
has eased somewhat, the available capital for cooperative projects 
has been hampered sharply by some unfortunate experiences on the 
financing of some builder-sponsored projects in New York City which 
have prejudiced some lending institutions against any of the section 
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243 projects, whether builder-sponsored or those initiated by consumer 
or public interest groups. At similar hearings held by the House 
Banking and Currency Committee, Harry Held, vice president of the 
Bowery Savings Bank, who has testified this morning -before: you, 
said very pointedly that the purpose of the present act should be to— 
encourage true cooperatives * * * not merely to enable promoters whose motive 
is profit, to capitalize on such development in the guise of helping the eventual 
cooperative owners. 

The Bowery Savings Bank has had a long history of very successful 
and satisfactory financing of cooperative housing projects. Mr. Held 
is rightly proud of his bank’s record in that field. 

In spite of the shortage of mortgage money, the Cooperative Section 
of FHA has completed commitments on mortgage insurance for 24 
new projects since January 1, 1954. These totaled 877 units, with a 
total mortgage value of in the neighborhood of $8 million. The proj- 
ects were in New York, New Jersey, Louisiana, Oklahoma, Arizona, 
and Nevada. 

There has been a great deal of criticism of the role of the builder- 
sponsor in the FHA section 213 cooperative-housing program. I 
would like to take a moment or two to try to clarify this situation. 
The Cooperative League is not here to justify or defend the builder- 
sponsored cooperative projects, but we should point out that an 
energetic and aggressive builder, meeting the legal requirements of 
the cooperative section of FHA, has just as much right to build co- 
operative housing projects as do the consumed-sponsored organi- 
zations. 

While there are shortcomings to such sponsorship, it has proved to 
be almost universally true that the product created by these builder- 
sponsors has been as good or better than the average FHA-insured 
project. The downpayments to consumers have been lower on the 
average, and because of the financing arrangements, the monthly pay- 
ments have been lower than for any other part of the FHA program. 

In other words, even though these are not consumer-sponsored, they 
have turned out to be a better buy for the consumer than other forms 
of housing. The two most important factors responsible for this 
result in the builder-sponsored co-op have been the comparatively low 
interest rate—from 4.25 percent on management-type peaeets and 
4.5 percent on sales-type—and 40-year amortization of mortgages, 
which is considerably nigker than any other part of the FHA mort- 
gage program. Actually, in the consumer interest, the ownership by 
the people who live in the project is even more important than these 
two factors in financing. 

The impression has been given quite generally that there are no 
genuine consumer-sponsored projects under the 213 program. The 
percentage has been comparatively small, and those of us in public 
interest organizations cannot be proud of our accomplishment to date, 
but I think some of our organizations are beginning to take advantage 
of the financing available under section 213. 

Let me give you a few illustrations: In Oklahoma, the American 
Legion took the initiative in sponsoring 12 cooperative housing proj- 
ects under which more than 350 individual, free-standing homes have 
been built in sections where cooperative housing had been unknown 
before. Another Legion post in New York City, FDR Post 1284, 
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sponsored a project with 348 dwelling units, and the Jewish War 
Veterans in New York City have built a project in Brooklyn with 
264 units. 

The butchers’ union in New York City sponsored the Harry Silver 
project which now takes care of 288 families. In Ohio, a young war 
veteran took the initiative in building 2 cooperative housing projects, 
J think serving about 80 or 90 families, as a public service undertaking. 

In Maryland, employees of the Naval Ordnance Laboratory are 
well on their way toward construction of a housing project. In Fresno, 
Calif., a prominent builder and a local cooperative group initiated 
projects at the same time They decided to unite their forces in one 
undertaking, and the Kavanaugh Manor project, there, has 124 very 
fine units. Another illustration is that initiated by the American 
Friends Service Committee in Philadelphia, which used section 213 
financing to rehabilitate 52 housing units as a cooperative project. 

Perhaps the most interesting and surprising development under 
section 213 has been the growth of minority housing. The action of 
Congress in extending authorization of the Federal National Mortgage 
Association to make advance commitments for cooperative mortgages 
with a measure of priority for minority projects stimulated this new 
development. At the end of the last year, 45 projects designed pri- 
marily for Negro families secured mortgages through FHA and 
FNMA totaling $11.1 million. These will provide housing for 1,575 
Negro families. 

Senator Maynank. Mr. Chairman, may I ask a question? 

Senator Bennerr. Yes. 

Senator Mayspanx. Would you tell me what they are? Would you 
mind furnishing them for the record ? 

Mr. Campsety. We could supply the committee with the names of 
the projects, and the number of families provided for the projects 
which were insured by FHA and FNMA, and also a list of those 
minority projects which have not been able to secure financing. 

(The information requested follows :) 
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Section 213 projects in process—Minority group occupancy 





Project number 
Arizona: 
123-30001_...| Phoenix... _..- 
30002....}..... i aiecaeed 
a Foti Bcc 0 0s 
Arkansas: 
082-30002....| West Mem- 
phis. 
SONNE wii... 6 MBs e wksce 
California: 
122-30003....| Maywood... -- 
170-30035_...| Long Beach _-- 
30036... .}..... Bis a4asiies 
30087..._}_.... OGsiis 35 
$0038... _}...-- GR c ee 
30089. ...]..--- mess besa 
S0e)......].-+-. do. 
SIs > icktened do. 
a eee do. 
30043. ...|-..-- GO. .o.4. 
TREE ge bevenesl do. 
lige a isan 
30046. ..-}..--- es 
30047. ...|..-.- Wank 
30048. ...|..-.-. | a 
90049. .._|..-.- M@és <é.s-- 
Louisville_--.- 


Kentucky: 083- 
30002 


059-30002 . . .. ears: j 





30004. - -. cnet 
300085 _ . cc 
30006 . . ..|-..-. eae 
30007....| Monroe--_.-.--- 
! 
I et cnc, ction 
30009. . ._ Re 
30010. . ..|----. DDietcnin de 
30011... .. do 
30012. ... | ae 
30016....| Springhill. ---- 
PEE sn onteonsa acedhwaos 
= a 
30019. . ..}-.--. ee 
30021 . Alexandria 
30022 - Se ke 
ES: ee 
! 
Maryland: 
000-30174__..| Prince Georges 
} 
90183....|..-..do........ 
30187. ...| Sest Pleasant. 


Location 











Pima Housing Co-op___-___- 
Weona Homes No. 1. ..-.--- 


Weona Homes No. 2 


Kendal Homes 


Wendal Homes, Inc 


Maywood Mutual Homes... 


‘oes Park Homes 

o. 1. 

Woodland Park Homes 
No. 2. 

Woodland Park Homes 
No. 3. 

Woodland Park Homes 
No. 4. 

Woodland Park Homes 
No. 5. 

Woodland Park Homes 
No. 6. 

Woodland Park Homes 
No. 7. 

—— Park Homes 
INO. 3. 

Woodland Park Homes 
No. 9. 

Woodland Park Homes 
No. 10. 

Woodland Park Homes 
No. 11. 

Woodland Park Homes 
No. 12. 

Woodland Park Homes 
No. 13. 

Woodland Park Homes 
No. 14. 

Woodland Park Homes 


Clarke Terrace No, 1._...-.-- 

Clarke Terrace No. 2.....-.- 

Clarke Terrace No, 3__...--- 

Clarke Terrace No, 4-_.----- 

Clarke Terrace No. 5... ---- 

——- Southern Homes 
No. 1. 

Monroe Southern Homes 
No. 2. 

Monroe Southern Homes 
No. 3. 

Monroe Southern Homes 
No. 4. 

ae Southern Homes 
No. 5. 

Monroe Southern Hemes 
No. 6. 

Shady Oaks Corp. No. 1..-- 

Shady Oaks Corp. No, 2.--- 


Shady Oaks Corp. No, 3_.-- 
Shady Oaks Corp. No. 4_---. 
Shady Oaks Corp. No. 5_---. 
Parkway subdivision No. 1. 
Parkway subdivision No, 2. 
Parkway subdivision No, 3- 


Booker T. Homes, section 
Booker T. Homes, section 


Booker T. Homes, section 
we 








SBSssssssesesesysyses 


88 6 


101 


8S F RSSSRE 
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| Units | Amount 


$282, 900 
302, 500 


367, 900 
430, 300 
499, 200 
240, 000 
142, 000 
142, 000 
142, 000 
213, 000 
213, 000 
142, 000 
142, 000 
142, 000 
142, 000 
142, 000 
142, 000 
142, 000 
213, 000 
142, 000 
142, 000 
765, 000 
261, 600 
288, 850 
7, 050 
400 


283, 
250, 700 
182, 000 


148, 200 
148, 200 
148, 200 
148, 200 
148, 200 


182, 400 
102, 600 


102, 600 
119, 700 
74, 100 
114, 000 
114, 000 
96, 900 


700, 000 
246, 600 
408, 400 


Remarks 





Committed. 
Eligibility state- 
ment. 
Do. 


Insured. 
Committed. 


Eligibility state- 
ment. 
Do. 


Do. 
Do. 
Do, 
Do. 


Do, 
Insured. 
Committed. 


Do, 

Eligibility state- 
ment. 
Do 


Do. 

Do. 
Committed. 

D 


o. 
Eligibility state- 
ment. 


Insured. 
Do. 


Eligibility state- 


ment. 


. 
t 


ao 
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Section 213 projects in process—Minority group occupancy—Continued 



































Project number Location Name | Units Amount Remarks 
-_ — — — — ——$_——_— — —_ om 
New York: | } } | 
012-30012_...| Corona.... Dorie Miller Housing Co 300 | 2,700,000 | Insured. 
30084. . Jamaica. Merrick Park Gardens 116 | 1,040, 300 Do. 
Ohio: | } 
0042-30008 - ---| Warren. ... } Warren Cooperative - -.. 40 432, 000 Eligibility state 
| ment. 
043-30005_...| Springfield Cob Meadows Flatt 28 272, 300 Do 
Oklahoma: 117 Oklahoma | Garden Oaks Housing Corp 73 | 659, 900 Do, 
30025. | City. } | 
Oregon | | 
126-30010._..} Portland_.._..| Peninsula House | 24 207, 000 | Do, 
30011. . .-} do... | Williamette Heights 16 124, 100 Deo. 
Texas | | 
113-30003_...| Fort Worth...| Capers Home Ownership | 38 | 254, 600 Committed. 
| Association. | } 
30004 Wichita Falls.| Holliday Homes 75 535, 300 | Do. 
Pennsylvania: | Pittsburgh....| Belmar Gardens, Inc. 124 1, 149, 100 | Insured. 
033-30002. . picdinmadamicke 
Grand total- — svoehit 2, 261 | 17, 141, 300 
Section 213 projects for minority group occupancy awaiting financing 
Project number Loeation Name Units Amount 
California: } } | 
122-30003 Maywood... Maywood Mutual Homes 30 | $240, 000 
170-30048 _ | Long Beach._.| Woodland Park Homes No. 14-.| 20 142, 000 
170-80049 . do... | Weedland Park Homes No. 15--| 20 142, 000 
Florida: | | | 
0638-30007... 6 j } Orlando __. | Washington Shores 25 203, 400 
063-30008 | Jackson ville Monrncrief Manor 110 816, 400 
0063-30010 - - ..| Orlando Lake Mann Cooperative __ } 25 203, 400 
Georgia: | 
061-30006 Augusta Terrace Manor No. 1 50 275, 000 
061-30007 - ‘ ‘ ands Terrace Manor No. 2... osha 50 | 275, 000 
061-3008 4 -do. Booker T. Washington Cooper- | 137 780, 900 
ative. | } 
061-30009- | do Terrace Manor No, 3__..--.- | 44 242, 000 
061-30010 | do Fairhaven Homes, Inc wines" 137 | 780, 900 
Louisiana | 
Ba cnn cceccntdase. Minden.......| East Side subdivision No. 1...-. 3 | 72, 800 
GI, nino cece scdssvevaaset do... Kast Side subdivision No. 2_-...- 15 | 84, 250 
SE 0 chon cteer cece velivanmte ..| East Side subdivision No. 3-.. 15 82, 800 
Maryland: | | 
000-30187_........-......... Seat Pleasant.} Booker T. Homes V_......-- | 38 | 408, 400 
000-30190_ ___. ieue a ae Carsondale Homes A Said | 55 | 445, 500 
000-30191_._.. sdicedich i sdsOe __..-} Carsondale Homes B_..-.- 56 453, 600 
New York: 012-30186.............| Brooklyn Jackie Robinson Co-op > 217 | = 1,824, 400 
New Jersey: 031-30039 Hamilton | Forest Valley Apartments 199 2, 136, 000 
township. 
Obio: | 
DUD a oidnckiiwdssicesd Cincinnati....| Homedale, Inc. _...... bi dbe 167 1, 875, 000 
016 -30002___.- nape» wah idee ‘ Hollydale, Inc. ..... af } 107 | 1, 000, 000 
Pennsylvania: 034-30009___..._- Steelton.._.- Rolling Meadows. ...-- ys 81 | 828, 050 
South Carolina: 054-—30010_- _- Anderson . . - Earle Heights Cooperative. 238 | 141, 400 
Texas: 
113-30005. .........-.- : Fort Worth. Fort Worth Home Ownership....| 52 | 318, 400 
I rennet Caen lien ao...:.. _.| Bunche Drive Cooperative-_. 29 217, 600 
113-30008__ ___- a eS BSS Fleming Drive Cooperative - - - 29 | 200, 300 
Virgiv ia: 
05!-30001 fs Richmond... ..} Gumenick. -..............--...- 25 207, 500 
ie Freee rey ea meres SO "E do..... bp leehditkdecale inehbaneate 25 | 207, 500 
ST. «on hn acenctmarte aman do... ME eee ae 25 | 207, 500 
GOR, oS endss cub dank. Bob on Ores Set MKbien cone bawdascades 30 | 249, 000 
051-8005. ...........- bugs Petersburg rel cael aoe wield teen d 18 149, 400 
QOS. Swe ccctwbdinbbtcdsscldocdd Wilitlate onic teaiaes cnt acbaded on . } 20 | 166, 000 
8g RET BEES, RR, SE a ee oe 1, 892 15, 089, 400 








Senator Maypanx. Mr. Chairman, I was sorry I was late and was 
:0t here when the American Federation of Labor testified, and also 
that I missed a part of Mr. Campbell’s testimony. I have been in 
South Carolina and the train was late coming back this morning. 

I notice you endorse the Housing Act of 1949. You believe the pro- 
gram should be restored. 
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Mr. Camrsety. You mean the original program? 

Senator Maysanx. Yes. 

Mr. Camrsety. That is right. 

Senator Maysank. Of course, that called for, as you said, 135,000 
units. 

Mr. Campsetu. I should, to be technically correct, like to go into 
more detail; the goals, as I remember it, were to build about 800,000 
units. 

Senator Maysanx. Whatever amount the Appropriations Com- 
mittee appropriated. One year it was 75,000 and another year 65,000. 
But do you think the 35,000 the President recommended is sufficient ? 

Mr. Campsetni. No; I do not. 

Senator Maysank. But you do favor the amendment I have? 

Mr. Campsetu. Yes, sir. 

Senator Maysanx. Thank you. 

Mr. Campseyi. Thank you. 

Senator Maypank. Do you have any estimate in your own mind of 
what you think would be a sufficient number ? 

Mr. Campsett. In the field of public housing? 

Senator Mayspank. Yes. 

Mr. Camrsett. We would like to see the original goals restored. 

Senator Maysank. I know that. There never was any original 
goal, unfortunately, except the 135,000 annual figure. We did the 
best we could over here on the Appropriations Committee. And I 
presume you are going to testify before the Independent Offices when 
we hold hearing on that bill? 

Mr. Camrvetu. Yes; we hope to do that, too. 

Senator Mayzank. I am certain the American Federation of Labor 
will. 

Mr. Campseiy. Yes. 

The Cuamman. Suppose you proceed, Mr. Campbell. 

Mr. Camprevi. Mr. Chairman, I would like to point out, for your 
particular attention, if I may, because of your particular interest in 
this paragraph that immediately preceded, and because of your role 
in seeing that at least part of the FNMA authorization was designated 
for minority groups, I think you would be interested in the statement 
I made in that previous paragraph. That at the end of last year 45 
projects designed primarily for Negro families secured mortgages 
through FHA and FNMA totaling $11 million. These will provide 
housing for 1,575 Negro families. 

Unfortunately, the applications for advance commitments far ex- 
ceeded the funds so earmarked under the legislation. When the funds 
were exhausted, 32 projects planned for occupancy by minority groups 
were unable to secure commitments. These were designed to take care 
of an additional 1,892 families with insured mortgage amounts ‘of 
about $15 million. 

Here, again, I would like to give you some specific illustrations with 
four projects. The Dorey Miller project in New York City was built 
for occupancy by minority groups. It has 300 dwelling units with 
the average mortgage running $9,000. Down payments averaged 
$383 per dwelling unit, and the monthly carrying charges are $19 per 
room, including utilities. 

The Merrick Park Gardens, also in New York, has 116 units. 
Mortgages average $8,968, down payments were $889 and the monthly 
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carrying ae averaged $20 per room. These were extremely inter- 
esting proof that good housing with reasonable down payments and 
reasonable monthly carrying charges can be made available to min- 
ority groups under this program. 

Even better illustrations are the Booker T. project in Maryland, 
just outside of the District. These are single-family homes averaging 
$10,000 mortgages with downpayments of $456 and monthly pay- 
ments of $69.26 per month for the complete dwelling unit. When 
you go into a lower-cost area you will find another fine example in 
Kendell Homes at West Memphis, Ark. 

The Coarrman. Will you yield just one moment there? Why is 
the Gownpey ment so much lower in line 4 of page 7 there than it is 
in line 6% It is $883 on $9,000, and on the second line below it is 
$889 on $8,968. 

Mr. Campse.ti. That depends a great deal on the amount of the 
mortgage allowable and the amount of required equity after you get 
an estimate of replacement cost, at your mortgage value. The 
difference between your total mortgage and the total cost of the unit 

varies from project to project. 

It is somewhat determined by the ability of the builder to build 
under the FHA replacement cost estimate. 

This final illustration, in the Kendall Homes in West Memphis, 
Ark., the 67 units had an average mortgage of $6,450, with down- 
payments of $150 and monthly carrying charges of $48.50. 

This is in a low-cost area, and I don’t want the committee to feel 
this could be applied in other places. 

But specifically, this proves that good, medium-cost housing can 
be made available for minority groups under the cooperative housing 
program. 

Now, specifically to the legislation: We are very happy to support 
the recommendations of the President’s Advisory Committee, and the 
legislation following it, raising the mortgage limitations from $1,800 
per room to $2,950 per room, and applying the $8,100 per family 
unit ceiling only to units which have four rooms or less. This change 
will make it possible to build in higher-cost areas where fireproof 
construction is essential and also to meet some of the other higher- 
cost area requirements. We are depending on FHA to see to it that 
the builders do not automatically raise their sights to this new level 
without providing dollar value. I don’t mean the real estate sites 
when I say that. 

Another change recommended in section 119 of the bill permits the 
Commissioner to raise the amount per cooperative housing project to 
as high as $25 million if the mortgagor—cooperative—is regulated by 
Federal or State laws as to rents, charges, and methods of operation. 

We are critical of and firmly opposed to the change from “replace- 
ment cost” to “estimated value” as set forth in the bill before you. 

One of the important changes in the legislation affecting the coop- 
erative housing program administered by the Federal Housing Admin- 
istration under section 213 of the Housing Act of 1950 is a proposal 
made in both the Senate bill, S. 2938, and the House bill, H. R. 7839, 
now before Banking and erate Committees of the House and 
Senate. 

The change appears in 8. 2938, on page 13, section 119, line 10, which 
provides that the mortgage for a cooperative housing project shall 
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“not exceed 90 percent of the estimated value of the property or 
project.” Similar wording appears in other sections of the bills. 

Under the original section 213 of the Housing Act, the mortgage 
insurance was based upon replacement cost of the project. The change 
is an important and fundamental change in underwriting policy. 

Many of the existing cooperative housing projects would not have 
been built if value had been the criteria rather than the replacement 
cost, for under present FHA practices, this would provide a penalty 
on location, design, and increased number of rooms. 

In estimating the value of a property, location is often taken into 
account as a factor in the salability of a property or in rental of such 
property. In a section 213 cooperative project, the housing units are 
sold in advance of construction and are the use-property of the occu- 
pant, so that the fact of organization and construction of the project 
itself indicates the value of the location, whereas the value of other 
properties cannot be determined until consumer acceptance is estab- 
lished. Often a new location may be downgraded if it has to be meas- 
ured in terms of estimated value at time of completion. 

The question of design is also a matter in which a cooperative may 
suffer a penalty. The tendency in cooperative projects has been to 
use comparatively modern design, often ahead of general acceptance 
of that design in a given locality. Snow Village Cooperative, in 
Cleveland, is an outstanding example of modern design in multiple- 
family housing. The use of replacement costs makes it possible for 
the mortgage to be insured up to 90 percent of actual cost of the project, 
while estimated value leaves the question of the total insurable value 
up to the judgment of the FHA official, who must be conservative in 
his judgment of eventual resale value of a given project. That resale 
value is of very great importance in a rental or speculative sales 
project, whereas in a cooperative the units are sold in advance of con- 
struction and occupancy. 

The FHA underwriting procedures provide that the estimate of 
value is the lower of (1) estimate of replacement cost, (2) estimate of 
available market price, or (3) estimate of capitalized income. Since 
the estimate of replacement cost is also described as a top limit of 
value, it ean be seen that the proposed change can only result in a low- 
ering of the mortgage amount for a cooperative housing project. 

Almost invariably, the underwriting estimate of value is determined 
on the basis of capitalization of income. This is a valid basis of judg- 
ment for a rental project, but not necessarily valid for a cooperative 
housing project where livability is the chief aim of the owner-oeeupant. 

It is quite obvious that an apartment consisting of a large number 
of small units provides a higher potential income for the owner, and, 
therefore, a higher value than an apartment containing a lesser num- 
ber of larger units. This factor has tended to stimulate the produc- 
tion of a very large number of rental projects with a high concen- 
tration on efficiency units and with a snatsiles number of bedrooms than 


growing families desire. Monsignor O’Grady, of the National Cath- 
olic Charities, has descirbed efficiencies as “genocide housing,” as it 
has a tendency to cut down on family size and discourage occupancy 
by larger family units. 

A characteristic of cooperative housing has been its emphasis on 
family living and the development of a larger number of bedrooms per 
unit. This is often at a cost to the member owner which would not 
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be justified as an investment on the part of a building owner who 
must make a judgment on the basis of income on investment. 

Restated in other terms, the major emphasis of a coperative hous- 
ing project must be its attempt to achieve long-range livability, 
rather than the production of income. 

The 19th annual report of the FHA reveals that during the year 
1952, rental housing projects constructed under section 207, where the 
mortgage was calculated on an estimate of value, the average unit 
consisted of 4.3 rooms. Projects developed under section 213, using 
a basis of replacement cost, contained units with an average of 5.1 
rooms. The difference is even more graphically seen in the follow- 
ing table showing the percentage betaiodiown of smaller and larger 
units. 








| See. 207 Sec. 213 
—— ss aciinieniesiertoe 
| Percent Percent 
Units containing 4 rooms or less. ._.............--.-- obsthlpady | 71.2 19.5 
Units containing more than 4 rooms.............-......-..--.--- a 28. 8 80.5 
—— pe | ee 
| 100.0 100. 0 


It is our feeling that the present legislation, changing the basis 
from replacement cost to value, will nullify, to a large extent, the 
family livability which has been encouraged as a part of the 
nas program. 

We, therefore, recommend that the present procedure of insuring 
mortgages on cooperative projects be continued on a replacement-cost 
basis, which has proven to be an effective and valuable ingredient of 
the cooperative-housing program. 

One very unfortunate change is recommended in this legislation 
in section 120, which eliminates the position of Assistant Commis- 
sioner for Cooperative Housing in FHA. This deletion was made 
in the Appropriations Act of 1954, and the bill before you would 
make that permanent. There apparently was misunderstanding on 
the part of the Appropriations Committee as to the size and impor- 
tance of the cooperative-housing program. 

The post was stricken, apparently, in the interest of economy, even 
though that position, and, in fact, all of the cooperative-housing pro- 
gram, has more than paid its own way out of fees paid by the coopera- 
tive housing projects. The President’s Advisory Committee on 
Housing Policy made a strong recommendation that the personnel 
responsible for section 213 be increased to meet the needs in that field. 

Unfortunately, through a series of resignations, the cooperative 
housing staff was cut from 8 executives a little over a year ago, to 2 
executives today. These two men, with a small clerical staff, are trying 
to keep pace with the present load which has been extremely heavy 
and which kept the previous staff at full workload. What has actu- 
ally happened is that the field work and supervision essential in 
carrying forward this program have been cut out almost completely. 

The builder-sponsored projects can get along with a minimum of 
technical assistance from FHA if they are never to become true co- 
operatives. Consumer-sponsored projects, however, initiated by 
veterans posts, teachers, trade unions, co-ops and other organizations, 
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need help and need it badly if they are to be sound and sustaining. 
We feel that the eliminating of the post of Assistant Commissioner 
downgrades a very important section of FHA’s program, and that 
the cutback in staff hampers it severely. 

Fortunately, we have letters from both.Commissioner Guy T, O. 
Hollyday and Administrater Albert M. Cole which assure us that 
steps will be taken under the present legislative. situation to try to 
correct this unfortunate shortage of personnel. 

Senator Maysanxk. The chairman asked me about-this, and I might 
say that was done in the House. I tried, as the ranking Democrat 
in the Senate on the subcommittee te have the job reinstated, but we 
were unable to do so, 

You have said a lot about the necessity of it, but you haven’t said 
anything specific about it. How about filing something for the record, 
because this is the last day of hearing, something specific about the 
workload, so I might have it when the bill comes over this year from 
the House side. I don’t know what the chairman’s idea is, whether 
he expects to put it back or not, but I feel as you do. I don’t know 
whether the House will put it back or not. 

Mr. Camppe.t. Yes, sir. It is true it was put back in the bill, and 
in conference it was stricken out. We will be very happy to supply 
that information for the record. 

(The information requested follows :) 


The Cooperative Leacue or THE U. 8. A,, 
Washington 5, D. C., April 2, 1954. 
Senator Homer E. CAPEHART, 


Chairman, Senate Banking and Currency Committee, 
Washington 25, D. C. 

Dear Senator Capenart: During the hearings on the Housing Act of 1954 
you asked me to provide you with specific information about the workload carried 
by the cooperative housing section (213) of the Federal Housing Administration. 

I had pointed out in my testimony that in spite of the growing importance 
of cooperative housing, the staff has been cut back through a series of resigna- 
tions to the point where 2 executives are now carrying the same load carried 
by 8 previously. 

The effect of this is that the technical assistance so badly needed by consumer- 
sponsored projects such as those initiated by veterans’ organizations, teachers’ 
groups, trade unions, cooperatives, and others, is no longer available, 

This situation was complicated by the action of the House Appropriations 
Committee last year which knocked out the position of Assistant Commissioner 
for Cooperative Housing. The Senate, as you will remember, restored this 
position, but it was lost again in conference. I am sure it is the intent of the 
Senate and a substantial membership in the House that this program should 
have the fullest possible suppert. 

We have participated in a series of meetings during the last 3 years with 
staff of the cooperative housing section through a cooperative advisory com- 
mittee made up of representatives of veterans’ organizations, education, labor, 
religious, cooperative, and housing groups. I have supplemented the information 
which was currently available with other information secured by questions to the 
staff. The following can be confirmed by direct questions to FHA if you wish. 

The attached schedule compares the workload of the Cooperative Housing 
Division on January 30, 1952, at which time there was a staff of 13 engaged in 
this work, with the workload of January 31, 1954, at which time the staff consisted 
of only 7 employees. These include clerical staff. 

It is interesting to note that despite constant and gradual reductions in per- 
sonnel over the 2-year period, the workload, in terms of the number of projects, 
has more than doubled. At the present time, with 153 projects insured and 352 
in various stages leading to insurance, it is impossible for the 2 officials charged 
with the responsibility of this program to discharge adequately their responsi- 
bilities in connection with the rendering of advice and assistance to sponsoring 
groups and cooperative mortgagor corporations. 
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Only sponsoring groups who are able to come to Washington.can obtain the 
benefit of expert guidance in the formation of cooperative corporations, the 
solicitation of members, and the other problems inherent in the development of 
a cooperative housing project. 

The majority of FHA field offices have not had the benefit of personal contact 
with representatives of the Cooperative Housing Section for a very necessary 
discussion of the concepts, policies, and procedures governing the program. 

It is interesting to note that since the passage of the act in 1950, 335 cases 
comprising 26,582 units for a total dollar volume of $256,945,898, were withdrawn 
after application, or expired. While there may be many reasons for this loss of 
insured projects under section 213, it is reasonable to assume that much of it 
ean be traced directly to the lack of the availability of advice and assistance to 
sponsoring groups during the critical period covering the formation of the 
cooperative corporation, the solicitation of members, the securing of financing, 
ete. 

Of more than passing interest is the total of 153 insured projects, many of 
which are now completed and occupied. Many difficulties now being encountered 
by cooperative corporations in the early stages of their management activities 
could have been prevented had adequate personne! been made available to render 
to them the guidance they need in setting up a sound management program. 

The bill before you cuts out the position of Assistant Commissioner for 
Cooperative Housing in spite of the fact that the President’s Advisory Committee 
on Housing suggested an increase of personnel in the Division. This could be 
remedied by simply striking out section 120 of the bill. 

Simcerely yours, 
WaALLAce J. CAMPRELL. 


Workload and personnel—Cooperative housing 
JAN. 30, 1952 


Projects Units Amount 
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Insured : 45 9,172 | $83, 759, 940 
Committed 24 | 3, 544 32, 800, ASO 
Eligible 59 6, 313 | 56.479. 150 
In. process | 108 18,871 | 159, 583, 666 

ditt areaapes ceaiies , 236 35, 900 332, 623, 306 
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Assistant Commissioner 

Denon ty Assistant Commissioner 

8; ecia] Assistant to Assistant Commissioner 
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Chief, Management Advisory Section 
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Land planner 
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5 stenographic 

JAN. 31, 1954 
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Insured.___. ‘ 153 26, 005 | $245, 518, 733 
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Personnel: 


Chief, Cooperative Housing Section 
Chief, Management Advisory Section 
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Mr. Campse.y. In a letter dated February 3, 1954, Commissioner 
Hollyday wrote Jerry Voorhis, executive director of the Cooperative 
League: 

As you will recah, the First Independent Offices Appropriation Act of 1954 
(Public Law 176, 83d Cong.) contained a provision specifically stating that the 
position of Assistant Commissioner, Cooperative Housing, was:no longer. author- 
ized. It would seem, therefore, that the retention of language in the 213 statute 
which would make it mandatory for such a position to be established would 
create confusion, and that a clarification in this respect would in effect represent 
compliance with a directive from the Congress. Such an action does not have 
any relation to my views on the recommendations of the President’s Advisory 
Committee that a much fuller staff should be provided for the service of the 
cooperative-housing program. 


Administrator Cole wrote Jerry Voorhis on February 12, 1954: 


I believe Mr. Hollyday has already written to you indicating our reluctance 
to submit a legislative proposal on this question which was contrary to the 
specific provisions of the First Independent Offices Appropriation Act of 1954. 
However, I want to make it clear to you that this in no way changes my agree- 
ment with the Advisory Committee’s recommendations affecting section 213. 
Specifically, I believe the FHA should have adequate personnel available to 
provide to cooperative sponsors all necessary assistance in organization and 
operation. This, I feel sure, can be accomplished without reestablishing the 
position of Assistant Commissioner for Cooperative Housing. 

It would provide the status which the program has grown to deserve, 
however, if the Congress would restore that position. 

Earlier in this testimony, we pointed out that a great number of 
minority projects were unable to secure advance commitments from 
FNMA. There were also a large number of builder-sponsored and 
consumer-sponsored projects in 26 States which could not secure 
mortgage commitments. 

Senator Maysanx. That was generally true about everybody, 
wasn’t it? 

Mr. Campse.y. That is right. It would require fund extensions 
of FNMA commitments for approximately $60 million to take care 
of the applications which met FHA’s requirements both as to time 
and technical qualifications when the legislation was adopted. Totake 
care of all of these projects, many of which have become hardship 

rojects, would also require lifting the statewide limitation from 

3.5 million to $10 million. If such an authorization is made, and 
we would highly recommend it, we would also suggest that in making 
advance commitments, FNMA give priority to Tote fide consumer- 
sponsored cooperatives which are these in which the board of directors 
of the cooperative and the project sponsor consist of persons who 
purchase memberships in the cooperative and will eventually reside 
in the project, or who are representatives of consumer organizations 
or other nonprofit organizations formed to assist cooperative housing. 
Among the Saihdenapenteded projects, priority should be given for 
such mortgages as have the greatest difficulty in securing financing due 
to occupancy of the housing by minority racial groups. 

It has been suggested to your committee that you authorize dual 
commitments under sections 207 and 213 of FHA to facilitate the 
mortgage procedure. We would approve of this if there are adequate 
safeguards to see that the procedure is not used merely for increasing 
the profits on a speculative project. 

One of the important features which could be added to the new 
housing act would be a safeguard which, in our opinion, could take 
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care of several of the dangers which have been raised by ourselves 
and other witnesses. 

The FHA Cooperative Section already requires safeguards as 
follows: 

As a matter of administrative policy and practice, the Federal 
Housing Administration in all section 213 cases requires that there 
be presented to the Director prior to the closing of the loan the fol- 
lowing: 

1. Signed statement showing the total cost of land from purchase 
contract or option. 

2. Certified copy of contract for architectural services. 

3. Certified copy of contract for offsite improvements. 

4. Certified copy of contract for onsite improvements. 

5. Signed statement of the total amount of legal and organization 
expenses (not to exceed FHA’s estimate thereof on the project an- 
alysis). 

6. Signed statement of the total amount of carrying charges and 
financing (not to exceed FHA’s estimate thereof on the project an- 
alysis). 

If the total of the foregoing items, which constitutes the total 
actual cost of the project, is less than the amount of mortgage cov- 
ered by the commitment, the mortgage is reduced to the lesser 
amount and the monthly payment provisions and other instruments 
are adjusted to accord therewith. 

The above documents are carefully checked by the FHA closing 
officials prior to the endorsement of the note for insurance. 

We would suggest that there be added to the legislation before you 
a paragraph which would serve as an antikickback amendment. Such 
an amendment was adopted by the Congress relating to tittle IX 
of the Defense Housing and Community Facilities and Services Act 
of 1951. This amendment was submitted by Senators Bennett and 
Douglas, and approved by the Senate by veice vote. It was modified 
slightly in conference between the House and Senate, and adopted. 

We would be happy to provide suggested language. In laymen’s 
terms, what would be provided is that the mortgagor agree to certify 
upon completion of the physical improvements on the mortgaged 
property that the actual cost of the physical improvements equaled 
or exceeded the proceeds of the mortgage loan. In other words, the 
builder would not be paid more for the project in a mortgage than 
it actually cost for the physical properties. This would safeguard 
against the use of the housing agency to insure a “gravy train.” 

Such an amendment could prevent misuse of dual commitments 
such as we have suggested. It would also prevent any exploitation 
of the replacement value in the development of FHA section 213 
cooperative projects. 

Such an antikickback amendment would be particularly valuable 
in preventing misuse of section 221 and 220 in the new legislation. 

if the 213 program is as effective as we believe it to be, we feel 
the Congress should extend the mortgage insurance available under 
section 213 to herabilitation of existing housing where ample safe- 
guards are applied, and to the disposition of Government-owned 
housing which can be sold to cooperative associations of tenants 
now living in such projects. 








972 HOUSING ACT OF 1954 


The President’s Advisory Committee on Housing also recommended 
that the Housing and Home Finance Agency give serious study to a 

roposal for the formation of a Housing perative Mortgage 

orporation which could pool the FHA-insured mortgages on coop- 
erative housing projects and issue debentures against such a port- 
folio. This would make it possible for retirement funds and other 
similar sources of finance to participate directly in the cooperative 
housing program, often making it possible for union funds to be 
used for housing for union members. 

Present financial requirements make that difficult, and such a mort- 
gage corporation would facilitate increased selfhelp on the part of 
such groups in meeting their own housing needs. We would ap- 
preciate the liberty to insert in the record a proposal which we have 
made to Administrator Cole for his further study in this regard. It 


is a 6-page proposal, which we presented to Mr. Cole a couple of 
months ago. 


The Cuarmman. Without ghiectien, it will be placed in the record. 
(The proposal referred to follows :) 


KroorH AND ALTMAN, 


Washington, D. C., January 7, 1954. 
Mr. Watiace J. CAMPBELL, 


Cooperative League of the United States of America, 
Washington, D. OC. 

Dean Mr. CAMPBELL: I am sending this letter to you to accompany the sub- 
mission which you are making to Mr. Albert M. Cole, Administrator of the Hous- 
ing and Home Finance Agency. This letter deals with the proposal of various 
public-interest groups for a Housing Cooperative Mortgage Corporation. It 
includes the revisions which we have made in our proposal since the issuance 


of the President’s Advisory Committee Report on Government Housing Policies 
and Programs. 


A. Need for cooperative housing and a Housing Cooperative Mortgage Oorpo- 
ration 


The report of the Advisory Committee states that the Housing and Home 
Finance Administrator should “study proposals for the establishment of a Co- 
operative Housing Mortgage Corporation to assist in the production and financ- 
ing of cooperative housing projects” (p. 13, item V-5). 

The report of the subcommittee on FHA and VA programs states that— 

(1) The fundamental principles of cooperative housing are workable. 
By banding together, families in need of housing can often obtain such hous- 
ing at relatively low cost not only in suburban areas, but also in the con- 
centrated areas of our larger cities (p. 42). 

(2) We have found that there is only a restricted market today outside 
of FNMA for the mortgage paper arising out of section 213 financing (p. 41). 

(3) The subcommittee listened to witnesses who argued for the estab- 
lishment of a Cooperative Housing Mortgage Corporation to make housing 
loans to cooperatives. In the time available to the subcommittee, it was not 
possible to study this proposal in detail. We therefore suggest that the 
Administrator should make a careful study of this matter (p..42). 

The purpose of this letter is to submit to the Housing and Home Finance. Ad- 
ministrator our current proposal for the establishment of a Housing Cooperative 
Mortgage Corporation so that he may study it as recommended. We hope that 
on the basis of the modified proposal which we are now making, the Administrator 
will recommend that the proposed Housing Cooperative Mortgage Corporation 
be included as part of the legislative program for the coming season. 

To the extent that cooperative housing achieves lower monthly costs and makes 
it possible to serve families of moderate incomes who cannot be reached through 
other types of private building operations, it represents a private-enterprise 
solution to the proMem of providing homes for such families of moderate income 
and helps fill the gap between other private building operations and subsidized 
public housing. The widespread interest in the cooperative housing program 
confirms the demand and support for it. Such a program should not be denied 
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further progress and expansion by reason of the lack of a market for mort- 
gages on Cooperative housing—a condition confirmed by the President’s Advisory 
Committee; rather the solution lies in finding a sound way to provide such 
mortgage financing. This can be done through the establishment of a Housing 
Cooperative Mortgage Corporation. 


BL. How our proposed Housing Cooperative Mortgage Corporation would operate 
We have modified the proposal which we submitted to the FHA subcommittee 
of the President's Advisory Committee by limiting its function to the purchase 
of FHA mortgages under section 213 of the National Housing Act, as amended, 
The Mortgage Corporation which we are now proposing would merely provide 
a market fer mortgages insured by FHA under section 213 and in this way it 
would make that program operative and effective. FHA would continue to 
process the applications, insure the mortgages, and inspect the construction, 

Following the successful pattern established by the Federal home loan banks 
and the Central Bank for Cooperatives which makes farm loans, the Housing 
Cooperative Mortgage Corporation would be created and operate in the following 
manner : 

1. Legislation would be enacted to create the Housing Cooperative Mortgage 
Corporation to operate within the Housing and Home Finance Agency. Initially, 
the Federal National Mortgage Association would subscribe to capital stock of 
the Corporation aggregating $50 million. This stock would be retired from 
earnings of the Mortgage Corporation and from the proceeds of the sale of 
stock to housing cooperatives who would be required to subscribe to such stock 
coneurrently With the purchose of their mortgages by the Mortgage Corpora- 
tion. In this manner, the stock purchased by FNMA would gradually be retired 
and the Mortgage Corporation would become privately owned by the housing 
cooperatives. This is the same procedure followed with the Federal home loan 
banks in which all of the federally owned stock has now been retired. The $50 
million to be initially subscribed is the same amount of subscription which has 
been recommended by the President’s Advisory Committee for the National 
Mortgage Marketing Corporation. As a matter of procedure, it is proposed 
that when the amount of earnings and capital paid into the Housing Cooperative 
Mortgage Corporation by housing cooperatives equals $50 million, the Mortgage 
«‘orporation would be required to apply any subsequent earnings or collections 
from subscriptions to its stock to the retirement of the stock issued to FNMA. 

2. When the FHA-insured mortgage of a housing cooperative is purchased by 
the Mortgage Corporation, the housing cooperative would be required to subscribe 
to capital stock in the Mortgage Corporation in an amount equal to some pre- 
scribed percentage of the mortgage purchased. With respect to the National 
Mortgage Marketing Corporation, the President’s Advisory Committee rec- 
ommends that the amount of stock to be purchased by institutions selling mort- 
gages to the corporation to be maintained at not more than 4 percent of the un- 
paid balance of such mortgages held by that corporation, while there is a mi- 
nority of the Committee which recommends that the requirement be 2 percent. 
Whatever percentage figure is finally established for the National Mortgage 
Marketing Corporation (which we believe should be 2 percent rather than 4 per- 
cent) should likewise be applicable to the House Cooperative Mortgage Corpora- 
tion. However, the requirement would be that the housing cooperative (rather 
than a financial institution) purchase the stock in the Housing Cooperative Mort- 
gage Corporation. It is recommended that the housing cooperatives be permitted 
to make payment for their stock subscriptions in installments over a period of 
10 years. 

8. The Mortgage Corporation should be authorized to issue an advance commit- 
ment to the financial institution handling the FHA application of a housing co- 
operative, with the housing cooperative being required to subscribe to stock in 
the Mortgage Corporation at the time of issuance on this advance commit- 
ment. The first payments on the stock subscription should be made at the time 
of the delivery of the FHA-insured mortgage to the Mortgage Corporation pur- 
suant to its purchase commitment. It is necessary that such advance commit- 
ments be issued in order to enable construction financing to be obtained from 
banks and other private institutions on the basis of a takeout through permament 
financing. 

4. The Mortgage Corporation would purchase FHA-insured mortgages on 
housing cooperative projects, using its initial capital to purchase the initial mort- 
gages. When the Mortgage Corporation had purchased a number of mortgages, 
it would be authorized to issue debentures in an amount equal to the unpaid 
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principal of the mortgages held by it. As in the case of the Committee’s rec- 
ommendation of the National Mortgage Marketing Association, the Housing 
Cooperative Mortgage Corporation would be authorized to issue debentures on 
the private market up to 12 times the amount of its stock and surplus, but in 
no event in an amount exceeding the unpaid balance of FHA-insured mortgages 
which it holds. 

5. As was done initially with the Federal home loan banks, and with the Cen- 
tral Bank for Cooperatives on farm loans, these debentures should be guaranteed 
by the United States. Since the portfolio of the Mortgage Corporation would 
consist entirely of mortgages insured by FHA under section 213 in a dollar 
amount at least equal to the debentures issued, the basic underlying security 
behind the debentures of the Mortgage Corporation would include the right to 
have Government guaranteed debentures issued in case of a default on any of 
these mortgages. Consequently, the Government guaranty of the debentures 
issued by the Mortgage Corporation would involve no new or additional con- 
tingent liability on the part of the United States. It would merely place the 
guaranty on the debenture which is to be marketed so that it will command a 
lower interest rate and a better and wider market. Since the underlying se- 
curity in the portfolio already includes the contingent liability of the Govern- 
ment, it would be most unwise to sacrifice the lower interest rates and better mar- 
ket by not having the Government guaranty appear on the face of the debentures 
of the Mortgage Corporation. 

6. The Government would be protected against losses on its guaranty of the 
debentures of the Mortgage Corporation because the debentures would only be 
issued against FHA-insured mortgages held by the Mortgage Corporation on 
whith insurance premiums are paid. Such premiums provide the same protection 
against loss which is characteristic of the entire program of FHA insurance. 

7. The primary objective of the Mortgage Corporation would be to assure the 
availability of mortgage money for cooperative housing projects financed under 
section 213. The program does not involve any cost to the Federal Govern- 
ment or any subsidies, Servicing fees would be charged to cover the cost of 
administration of the Mortgage Corporation. The Mortgage Corporation would 
operate on a self-supporting basis and require no appropriation for its adminis- 
trative expenses. 

8. The Mortgage Corporation would be managed by a Board of five directors 
appointed by the President. As the Mortgage Corporation would be a mixed 
ownership corporation, with partial private ownership as soon as it makes its 
first mortgage purchase, there should be representation on that Board for the 
housing cooperatives. At least two of the directors should be appointed from 
among the members of the stockholding housing cooperatives or other persons 
representative of housing cooperatives. 

9. When all the stock owned by FNMA is retired and the housing cooperatives 
own all the stock of the Mortgage Corporation, all of the directors should be 
appointed by the President from among such housing cooperatives or their repre- 
sentatives. 

10. As part of its servicing of the FHA-insured mortgages which it purchases, 

“the Mortgage Corporation would provide the assistance and supervision required 
to assure that cooperative housing projects are soundly operated with all neces- 
sary protections. It is recognized that cooperative housing projects require 
such additional assistance. The Mortgage Corporation dealing solely with hous- 
ing cooperatives can gear its operations to meeting these problems. In this way, 
it can help develop an ever-growing strength and confidence in the cooperative 
housing program. 

11. The debentures of the Mortgage Corporation would represent an attractive 
investment as they could carry a Government guaranty reflecting the guaranty 
underlying the portfolio of FHA-insured mortgages on cooperative housing proj- 
ects. Purchasers of these debentures would not have the problems involved in 
owning or servicing the mortgages, but would merely clip coupons to collect in- 
terest on the debentures. We believe labor unions and other institutions inter- 
este! in cooperat:ve housing (who have been unable to purchase mortgages on 
cooperative housing projects) would be prepared to invest large sums in the 
debentures of the Mortgage Corporation because of the absence of servicing 
burdens and the shorter maturities of debentures. Consequently, the debentures 
would tap new and large sources of investment for cooperative housing which 
are not now available. Thus, at the same time that the Mortgage Corporation 
would provide an assured source of financing for cooperative housing projects, 
it would provide the means for securing the investment funds to be used for 
this purpose, through the sale of debentures. 
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12. In the operation of the Mertgage Corporation, a priority should be estab- 
lished for the purchase of mortgages ef consumer-sponsored cooperatives, as 
distinguished from builder-sponsored cooperatives. Such consumer-sponsored 
cooperatives are those which have a nonprofit sponsorship where the members 
of the initial board of directors of the cooperative, as well as the sponsors of 
the project, consist of people who will purchase memberships in the cooperative 
and reside in the project or who are representatives of nonprofit consumer groups 
(such as labor unions or the National Association for the Advancement of Colored 
People) or organizations interested in the encouragement of consumer-sponsored 
cooperative housing (such as the Cooperative League of the U. S. A. or the 
Foundation for Cooperative Housing). The reason for such a priority is that 
through consumer-sponsored cooperatives of a nonprofit character, there is a 
fuller realization of the cooperative objective of better housing at moderate 
prices, pradueed in the interest of the consumer. As between different con- 
sumer-sponsored cooperatives, a priority should be given to projects which have 
the greatest difficulty in securing financing due to occupancy largely by minority 
groups; likewise, there should be a similar priority to such minority projects 
as between cooperative projects in the builder-sponsored category. 

13. It is necessary that there be this separate mortgage corporation to pur- 
chase the FHA-insured mortgages on housing cooperatives because: 

(a) It is clear that the National Mortgage Corporation would not pro- 
vide a market for these mortgages. As recommended by the President's 
Advisory Committee, the functions of this corporation would be limited to 
facilitating the free operation of the mortgage market with respect to 
“those mortgages for which a normal market exists.” The subcommittee 
on FHA-VA problems has indicated that there is only a restricted market 
today for this mortgage paper. Moreover, as the National Mortgage Market- 
ing Corporation will be owned (first partially, and later fully) by private 
financial institutions who were not willing to purchase these mortgages, 
there is no basis for relying on their purchasing them through the National 
Mortgage Marketing Corporation. 

(b) A separate cooperative housing corporation is required to meet the 
special problems of housing cooperatives and their need for special servicing 
in the oneration of their projects. 

(c) Housing cooperatives desire to purchase stock in a mortgage corpo- 
ration which they will ultimately own. They should be given this same 
privilege which is being extended to financial institution in the ease of the 
National Mortgage Marketing Corporation. 

(ad) The establishment of a separate mortgage corporation for housing 
cooperatives follows the sound precedent of the Central Bank for Coorpera- 
tives which makes farm loans, and the Federal home loan banks which 
service the institutions which purchased stock in those banks. 


C. Continuance of FNMA pending establishment of Housing Cooperative Mort- 
gage Corporation 

14. In order to avoid any interruption in the purchase of housing cooperative 
mortgages insured under section 213, it is recommended that FNMA continue to 
function through the issuance of advance commitments for the purchase of co- 
operative mortgages until the Housing Cooperative Mortgage Corporation is 
established and ready to function. Consequent!y, it should continue to carry 
on this function until the Housing Cooperative Mortgage Corporation is ready to 
make such purchases of FHA-insured mortgages on cooperative housing projects. 

15. It is necessary that there be an immediate increase in the authorization of 
FNMA for the issuance of advance commitments to purchase FHA-insured mort- 
gages under section 213, since the $30 million authorization was not adequate to 
take care of the eligible mortgages on cooperative housing projects which were 
covered by statements of eligibility issued by the FHA prior to September 1, 1953. 
That was the date specified in the FNMA legislation to establish the eligibility 
of such cooperative mortgages for advance FNMA commitments. Sponsors pro- 
ceeded in good faith and incurred great expense on cooperative projects in the 
expectancy that FNMA funds would be available to purchase the mortgages on 
the projects. Recognizing the equities of taking care of such projects, subject 
to a 10-percent limitation on the amount to be allocated to any 1 State, it is 
recommended that there be an increase in the authorization from $30 million to 
$100 million, and an increase in the limit to be allocated to any 1 State from 
$3,500,000 to $10 million. 
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16. To relieve the hardship of sponsors whose projects were approved before 
September 1, 1953, but who failed to get a FNMA commitment because of the 
insufficiency of the available authorization, it is urged that separate legislation 
be immediately introduced to cover the necessary increase in the FNMA 
authorization. 


17. It is recommended that in connection with this increase in authorization, 
a provision be included in the legislation to establish the priorities described in 
paragraph 12 above covering the purchase of mortgages of consumer-sponsored 
cooperatives, and, as between projects in this category, those occupied largely 
by minority groups—with a like priority to such minority projects as between 
cooperative projects in the builder-sponsored category. 

Sincerely yours, 
Davip L. Kroorn. 

Mr. Camrsett. If the Housing Act of 1954 is to be effective in 
stimulating construction of an adequate number of new homes, a new 
approach must be made to financing such construction. Either a new 
mortgage corporation should be created, or the Federal National 
Mortgage Association should be continued with adequate authority to 
support the kind of housing which the Congress feels is essential to 
the welfare of the people. This would include defense housing, 
minority housing, rehabilitation and slum clearance, as well as co- 
operative housing. 

One final i about cooperative housing. The feature which, in 
our judgment, is most important is that through cooperative housing, 
we make it possible for a wider spread ownership of ficaiattig facilities 
by the people who live inthem. This principle of ownership, through 
either cooperative housing or other Federal programs, is the basic 
cornerstone of American housing and an American free economy. 

Thank you very much. 

The Cuarrman. Thank you very, very much. You have made a 
very fine statement, and we appreciate it. We may want more infor- 
mation from you later on on this subject, when we get down to writing 
the bill, and you have always been cooperative with us, and we know 
you will continue to do so. 

We will insert in the record your booklet, What Every Cooperator 
Should Know, a guide to cooperative housing. 

(The material referred to follows:) 


WHAT EVERY COOPERATOR SHOULD KNOW—A GUIDE TO 
COOPERATIVE HOUSING 


United Housing Foundation, New York 17, N. Y. 


“The rapid growth of areas adjacent to public improvements is dra- 
matically evident around public and quasi-public housing projects. 

“These large developments, each a small town in itself, in a few years 
have created new neighborhoods where only vacant land formerly ex- 
isted, and lifted the face of older neighborhoods.”—Robert Moses, 
Chairman, Slum Clearance Committee, New York City. 


HOUSING PROGRAM FOR THE CITY OF NEW YORK 


New York City is competing not only in housing, but in employment opportunity 
and community living with its suburban areas. Better schools, better play- 
ground and recreation facilities, convenient local shopping, ability to use and 
store private automobiles, and a more personal stake in local affairs must be 
recognized as some of the things people now look for when they seek the better 
housing. 

Private enterprise must be encouraged to do more in building new housing and 
renovating old housing if any significant progress is to be made. 
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In the field of cooperative housing lies one of the greatest hopes for private 
enterprise and for the broadening of home ownership and citizen interest. 
Everything possible should be done to encourage private interests in the con- 
struction of cooperative housing. 
Freperick H. ALLEN, 
President, Harrison, Ballard & Allen. 
Peter GRIMM, 
Chairman of Board, Wm. A. White & Sons. 
Rosert W. Dow ina, 
President, City Investing Co. 
PAUL WINDELS, 
Former Corporation Counsel, City of New York. 
Eart B. ScHWULST, 
President, Bowery Savings Bank. 
Lovis H. PINK, 
President, United Housing Foundation. 


1. GeneRAL INFORMATION * 


What is a housing cooperative? 


A housing development owned by its residents. In the United States most 
housing cooperatives are apartment houses. In these the tenant-owner usually 
has a lease on the unit which he selects and as long as he follows the rules and 
practices of the cooperative, his lease will be renewed. 

Zach tenant-owner also holds stock in proportion to the size of the unit he 
occupies and irrespective of the number of shares he owns, has one vote. Thus 
all tenant-owners have an equal voice in the management and control of the 
corporation. 

The management is controlled by a board of directors elected by the tenant- 
owners. All corporate business is conducted by this board. Frequently, the 
Board has committees to advise it and may delegate authority to them where 
appropriate. It is important that the tenant-owners show an active interest in 
the welfare of the project and take part in the work of important committees. 


Can cooperatives produce single-family houses for their members? 


Although in the East most cooperatives have provided apartments, in other 
areas of the country there have been a number of cooperatives which have built 
individual homes. One of the few-single-family cooperatives in the East is 
Hickory Hill, a member of the United Housing Foundation, in Tappan, N. Y. 

In suburban areas, where land is available and relatively cheap, garden-type 
projects are often more suitable than multistory apartments. In Europe, the 
garden city cooperative is common, and there are also projects with some apart- 
ments and some single-family and row houses. 


What advantages does the housing cooperative offer? 

It offers the opportunity to own, on a mutual basis, an attractive house or 
apartment at a moderate monthly charge. 

It provides a feeling of security and ownership and gives the individual an 
opportunity to control the environment in which he lives. 

In addition, in a true cooperative there develop strong community ties and 
many common social and civic activities among the residents. Because of simi- 


lar objectives and financial interests, tenant-owners learn that many problems 
can be solved by the self-help cooperative methed. 


How can a coaperative provide less expensive houses or apartments than a 
commercial builder? 


Speculative profit is eliminated. By putting up his own equity, the tenant- 
owner Saves the promoter’s profit. 

With a board experienced in the housing field, serving without compensation, 
the construction fees and related costs are kept to a minimum. 

The tenant-owner pays only his share of the actual cost. 

A large group of housing units built at one time, whether individual houses or 
apartments, is less expensive to construct and manage. 


1 This booklet represents the thinking of the directors and officers of the United Housing 
Foundation. For her help in compiling and editing the material, the foundation wishes to 
express its appreciation to Miss Lenore Turner. 
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Cooperators are usually permanent tenants and turnover is reduced. It is 
therefore possible to make a smaller allowance for vacancies in computing the 
monthly charges. 

Operating expense can be reduced by careful maintenance on the part of 
tenant-owners who take pride in their homes. 


How is a cooperative financed? 

Through the equity, or tenant-owners’ investment; and through a mortgage 
loan, or borrowed funds. 

In a speculative enterprise the tendency is for the promoter to invest as 
little as possible, and to have as large a mortgagé loan as can be secured. 
Capital cost is increased by promotional cost. But the higher the mortgage 
loan, the greater the amount of interest which must be paid every month by 
the oceupant. In a sound cooperative where the aim is to make the carrying 
charges as low as possible, the tendency is to reduce the amount of the mortgage ; 
therefore, the tenant-owner’s investment, or equity, must be higher. 

However desirable it may be in theory to have the mortgage as low as 
possible, in practice, the mortgage usually runs from 80 to 90 percent of the 
total value of the development. The reason for this becomes clear when an 
example is cited. A well-built, 2-bedroom apartment or single-family house, 
including a proper site, costs about $10,000. The average person of moderate 
income finds it difficult to raise more than 20 percent of this amount in cash. 


How are cooperative organizations sponsored? 

sy a group of people who conceive the idea of a development in which they 
can live, and get together and form an organization. They may obtain assistance 
and sponsorship from labor organizations or civic-minded people who see the 
advantages of cooperative housing for families of moderate income. 

By a civie group interested in promoting without profit to themselves better 
housing and better neighborhoods for middle- or low-income families. 

By builders or investors who select a site, make plans, and use the tenant- 
owners’ money as the equity. In return for their organizational efforts they 
receive a substantial profit. 


Why are bylaws necessary? 

Bylaws are the general rules of procedure and conduct under which the 
board of directors must operate. While bylaws can be changed from time to 
time, it is not customary to make frequent changes and they establish a form 
of protection of the rights and privileges of the cooperators. A good set of 
bylaws encourages tenant-owners to govern themselves and take a definite 
interest in-their own affairs. 


2. Prorrr Versus NONPROFIT COOPERATIVES 


What is a nonprofit cooperative? 

As the term is used in this booklet, the nonprofit cooperative is one in which 
the organizers and sponsors make no profit. Such a cooperative is usually 
organized by public-spirited groups or individuals or by the future residents 
themselves. Cooperatives which have been built for profit often become non- 
pro.t in the management phase of their development. 


What is a cooperative built for profit? 

A builder and his associates may promote and finance a cooperative in which 
they expect to make a profit from the land, the construction, the management 
of the apartments, or from other sources. The builder-sponsored cooperative 
is like any private building enterprise except that the builder sells the apart- 
ments to a number of purchasers instead of to a single investor. 

How can a prospective tenant-owner select a sound, bona fide cooperative? 

By determining the aims, responsibility, and experience of the sponsors. 

By examining the plans and determining the desirability of the location of the 
cooperative in terms of neighborhood development. 

By examining the prospective financial setup: the cost of land, type of construc- 
tion, method of supervision, handling of finances during construction, method of 
operation, and estimated carrying charges. 

By getting an independent opinion from a qualified lawyer, architect, builder, or 
competent real-estate firm. ‘To save money, a group of prospective cooperators 
can get together and arrange for a competent study and appraisal. 
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By consulting United Housing Foundation, which will attempt te suggest or 
provide competent technical assistance. 


What are the objections frequently made to cooperatives sponsored by commercial 
builders? 

Although commercial builders have been largely responsible for housing middle- 
income families, their work in the cooperative field is often unsatisfactory because 
their primary motive is immediat® profit rather than the welfare of the tenant- 
owner. This has sometimes resuitéd in bad planning, construction shortcuts 
which will eventually lead to higher maintenance costs, and high charges for land 
rental. Furthermore, estimates of the monthly carrying charges have often been 
too low to provide for adequate maintenance, for proper compensation for labor, 
and for annual tax charges. 

By making the downpayments as low as possible, the builder-sponsor creates 
a situation where the monthly carrying charges have little prospect of ever being 
reduced. Interest may have to be paid for as long as 40 years, land rental for at 
least 99 years. Although in prosperous times these additional carrying charges 
may create no burden, in the long run, low monthly charges with provision for 
adequate maintenance and repairs are essential for a sound cooperative 
investment. 

8. FHA or 213 DEVELOPMENTS 


What are the “213” cooperatives? 

The Congress of the United States, in its effort to provide cooperative housing 
for the largely forgotten middle-income groups, enacted in 1950, section 213 of the 
National Housing Act. This act.permits the Federal Housing Administration to 
insure long-term mortgages made by lending agencies to cooperatives for a period 
up to 40 years. It also contains other financial terms which make it possible to 
reduce the investment by the tenant-owner. 


What has been the experience under section 218 of the National Housing Act? 


So far this act has been used mainly by speculative builders looking for a profit 
in the construction or management of the project. It should be used by.more 
groups of cooperators interested in building for themselves, and more largely by 
civic-minded groups. Banks and insurance companies should interest themselves 
in the social and civic purposes of a development as well as in the soundness of 
the loan. Middle-income cooperative housing offers one of the safest investments 
and should be particularly advantageous to the loaning institutions in periods 
when there is an ample supply of capital competing for investment. 


How can a group form a cooperative under section 213 of the National Housing 
Act? 

Under section 213 of the National Housing Act, provision is made for guaran- 
teeing loans to two types of cooperatives: 

Management type—where the cooperative corporation builds, owns, and oper- 
ates the residential units on behalf of its tenant-owners. 

Sales type—where the homes are built cooperatively, but then sold to the indi- 
vidual cooperators outright. 

In either Case there»must be at least 12 units in the proposed cooperative. 


What help can cooperators get from the FHA? 

Groups interested in developing a cooperative for their own use may go to the 
local FHA office and receive information as to how to comply with FHA stand- 
ards, rules, and regulations. Various FHA booklets provide technical advice in 
planning, construction, and operation of cooperatives for which mortgage insur- 
ance is sought. The technical advice and service provided by the FHA is supple- 
mentary to the specific technical service required by cooperative groups. Com- 
munity Services, Inc., a subsidiary of the United Housing Foundation, was organ- 
ized to provide these specific services. 

What are the terms of the loans the FHA is authorized to guarantee under 
section 213? 

The FHA will guarantee loans to cooperatives for a period of 40 years with 
a maximum interest rate of 44% percent. If the cooperative has at least 65 per- 
cent of its members who are veterans, the FHA will guarantee a loan of $8,550 
per dwelling unit or $1,900 per room. If there are less than 65 percent veterans, 
this figure is reduced to approximately $8,100 per unit and $1,800 per room. 
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Can Se een investor in a builder-sponsored cooperative get help from 
the 

In general, no.. The FHA is set up to deal with groups of individuals and their 
authorized representatives. Thus the individual investor in an FHA cooperative 
cannot get the detailed plans and specifications of his apartment, or the break- 
down of the monthly charges, or a list of his fellow cooperators. The FHA does 
not deal with individuals, and only by acting through the board of directors of 
his cooperative can an individual cooperator receive this type of information. 

If the board represents a builder rather than the prospective tenant-owners, 
there is little the tenant-owner can do until he is in occupancy and has an oppor- 
tunity to elect his own board at the first annual meeting. 


What information can the tenant-owner in a section 213 cooperative get before 
making his down payment? 

In a builder-sponsored cooperative, the FHA now insists that a cooperative 

member sign a subscription agreement approved by the FHA and at the time of 


signing, he is given a copy of his proposed occupancy agreement, the certificate of 
incorporation, the bylaws, and an information bulletin. 


Can cooperatives be built outside of FHA? 


Yes. Most States have legislation providing for the organization of coopera- 
tives. Many of the cooperatives in New York which are not builder sponsored 
have been built under the redevelopment companies law or the State housing law. 
In appropriate projects, the city grants the power of condemnation and limited 
tax assistance. In the case of projects built under the redevelopment companies 
law, the eity planning commission and the board of estimate have to approve, 
and the city comptroller has supervision over the projects. Under the State 
housing law, the commissioner of housing has supervisory powers. 


4. Bcyrne Your Cooperative 


Should I invest in @ housing cooperative? 


The person who stands to benefit most from cooperative housing is one whose 
income is reasonably steady, who is group minded, and who is planning to be a 
permanent resident. As a rule of thumb, the carrying charge should not exceed 
20 percent of his income, and he should be able to meet at least one-half the 
downpayment without borrowing. 


Do I own my own home? 


In cooperatives made up of single-family houses, the tendency is to provide 
for permanent ownership of one’s house. 

In cooperative apartments, the corporation owns all the apartments and the 
tenant-owner controls the corporation through his ownership of stock. He leases 
his apartment from the corporation. The tenant-owners are the sole stockholders 
and through their board of directors make the rules and regulations. For all 
practical purposes, the tenant-owner has control of his apartment. 


Why is a lease necessary? 


In an apartment house venture, a lease is necessary to give the cooperative 
corporation, which represents all the tenant-owners, reasonable control over the 
tenancy of the apartments. Although it is rarely necessary to take over an 
apartment, where a tenant is a serious detriment to the welfare of a project, the 
cooperative must have this power. 

A lease is also a protection for the tenant-owner because it provides for definite 
earrying charges, for a definite period of time, and for other details of occupancy. 
Under a lease, the tenants have assurance of their rights and a limitation of their 
liability. 


May I purchase stock for more than one apartment? 


The purpose of building nonprofit cooperative apartments is to provide modern 
homes for families at a cost lower than that charged by the commercial landlord. 
It would be unwise to permit a single individual to control more than one as it 
would deprive others of the privilege of becoming tenant-owners. 
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DOW NPAYMENTS 


How is the downpayment on a cooperative apartment determined? 


The downpayment is based upon the difference between the total cost of the 
development and the amount the lending institution provides by way of a mort- 
gage. 


What is the average amount of downpayment on a cooperative? 


This is a difficult question to answer because so much depends upon the nature 
of the project, its location, type of construction, room sizes, and plans for opera- 
tion. In general, the downpayment should be about 20 percent of the cost of the 
unit, so that monthly charges for interest, taxes, and maintenance will not be 
toe difficult te meet. For a fireproof, multistory structure in New York City, this 
comes to about $650 per room: a nonfireproof, 6-story apartment would require 
about $400 per room ; and garden apartments slightly less. 


If a prospective tenant-owner can afford the carrying charges but is not able to 
make the downpayment, what can be done? 


It is unwise to go into long-term debt either to purchase an equity in a house 
or a cooperative development. On the other hand, if a person is able to carry 
the monthly charges, and has prospects of sufficient income, it is often possible 
to borrow a substantial part of the downpayment on a short-term loan from a 
bank or credit union or some other financial agency. 


Can the downpayment on a cooperative be included in the monthly carrying 
charges and thus distributed over a period of time? 

The downpayment usually represents the total cost of the tenant-owner’s unit 
above that part covered in the mortgage. It is needed at the outset to pay for 
the land and buildings and therefore cannot be paid off in the monthly install- 
ments. 

CARRYING CHARGES 


How are monthly carrying charges determined? 


Monthly carrying charges include the amount estimated as necessary for the 
payment of such tenant-owner’s share of the maintenance expenses, the in- 
terest and amortization of the mortgage, real-estate taxes, assessments, and 
insurance. Sometimes utilities, such as gas and electricity, are included in the 
monthly charges. 


Why happens if there is a surplus Ieft from the monthly carrying charges paid 
by the tenant-owners? 


Surplus at the end of each year should either be returned to the tenant-owners 
in the form of rent rebates, prepayment of the mortgage, or may be used to build 
up reserves, at the discretion of the board of directors. 

What happens if the operating capenses for a cooperative increase? 

During the life of a cooperative, the cost of materials and labor needed to 
maintain the project, the cost of insurance, and taxes may go up or down. When 
cost goes up, monthly carrying charges have to be increased. Furthermore, 
estimates of monthly charges may be too low. In speculative projects there is 
a temptation to underestimate carrying charges in order to sell the project more 
quiekly. In a nonprofit cooperative, every effort is made to appraise realistically 
the monthly charges. 


What happens after the mortgage has been paid off? 


When the mortgage is paid off, interest and amortization are eliminated from 
the monthly charges. The corporation then owns the entire development free 
and clear (except under the 213’s, where the land is leased rather than owned), 
and the carrying charges are reduced unless there has been a corresponding in- 
crease in taxes or other items of expense. 

What happens if a cooperative is not fully occupied? 

The ownership of a cooperative involves responsibilities as well as benefits. 
If a number of apartments remain vacant for any extended period, the coopera- 
tive’s reserves would be used up, and the owners might have to make up the 
difference. For this reason, in a depression, vacant apartments are often rented 
until they can be resold. By keeping carrying charges low, the cooperative 
assures itself of a market even in bad times. Amalgamated Housing, one of the 
earliest cooperatives located in the Bronx, New York City, successfully weathered 





982 HOUSING ACT OF 1954 


the 1930’s by permitting the rental of apartments for the account of tenant- 
owners who could not keep up payments. 


TENANT-OWNER’S FINANCIAL LIABILITY 


What is the tenant’s personal liability in a cooperative? 


The tenant-owner is liable for his proportionate share in the cost of operating 
and maintaining the cooperative; this is usuaHy defined in his lease. His 
obligations are limited to the ternis of his leéas’e. 


Js the tenant-owner liable for a default on the mortgage? 


If there is a default on the mortgage, the mortgagee can foreclose as in the 
case of any other property, and become owner of the development. However, 
there is no personal liability on the part of the tenant-owner to pay any defi- 
ciency. His loss cannot exceed the amount of his original investment. 


PROTECTION AGAINST LOSS 


What safeguards should the tenant-owner insist on? 


Since a sound cooperative eliminates the element of profit by the tenant- 
owner by requiring sale of the shares at par, great attention should be given 
to protecting the original investment. A tenant-owner who foregoes the pos- 
sibility of gain is properly concerned in achieving a compensating protection 
against loss. This can be secured by: 

The choice of a sound cooperative with efficient organization and operation. 

The certificate of incorporation shonkd limit the tenant-owner’s 4iability to 
his original investment. 

The cooperative should have proper maintenance so that it will be kept in 
good condition and will be attractive. This will insure a long waiting list of 
people anxious to invest in the cooperative. A long waiting list is the most 
effective safeguard. 

The building up of reserves. 

If possible, the investment of each member should be set at a figure slightly 
higher than that actually required for building purposes. This would provide 
against unexpected increases in building costs, or, if costs are at the expected 
level, would provide a fund which could be used to prepay the mortgage, and 
thus establish a relationship with the mortgagee which would be advantageous 
in times of depression or unemployment. This would also reduce monthly 
interest charges. 

The operating budget should also include a contingency reserve. The tenant- 
owners should be encouraged to leave any refunds earned with the cooperative, 
primarily for the purpose of prepaying the mortgage. 

A cooperative may want to use part of its reserves not only for the protec- 
tion of all tenant-owners in a depression but also as an advance to the indi- 
vidual who may have to withdraw because he cannot meet the monthly payments. 
In such a case, part of the reserves could be set aside to assist a temporarily 
impoverished member, or even to repurchase shares. 


INCOME TAX DEDUCTION 


Can a tenant-owner deduct his proportionate share of real-estate tares and in- 
terest on indebtedness paid or incurred by the cooperative corporation?# 
Yes, a tenant-owner can deduct on his individual income-tax return that part 
of his monthly payment which is allocated by the corporation for taxes and 
interest. 
TAX LIMITATION 


Some cooperatives have arranged with the city of New York to pay limited real- 
estate tares. Does this mean that the development is tag free and that the 
tenant-owners are therefore not carrying their share of the community tav 
load? 


No. The term “tax limitation” suffers from a popular misconception. All 
cooperatives have to pay taxes. However, the city and State of New York have 
for many years tried to encourage investors and civic-minded groups to provide 
housing for families which cannot afford regular commercial rentals and to 
clear up substandard and slum.areas. Under the limited dividend housing law 
or the redevelopment companies law, a group which will agree to restrict its 
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profits, limit its monthly charges, agree to city, and, in some cases, State super- 
vision, and build in a substandard or slum area may qualify for tax limitation. 

Tax limitation usually apples to new construction in specified areas. The 
cooperative receiving tax assistance not only has to pay annually the city taxes 
assessed on the land and buildings at the time the site is acquired, but it also 
has to pay full borough and local taxes on the new improvements. When the 
period of limitation is up, the project becomes fully assessable, like all other 
real estate. 

5. SELLING Your Cooperative 


What happens if a tenant-owner after having occupied his apartment for some 
time wishes to sell, either because he has to move to another locality or for 
some other reason? 

In a cooperative approved by the United Housing Foundation, the tenant- 
owner may sell his shares at the price which he paid for them to a successor ap- 
proved by the cooperative. Thus profit and speculation are prevented. In so- 
called cooperatives built for profit, tenant-owners may sell at a profit or loss to 
anyone they wish, and the amount of profit or loss is determined by the tenant 
owner and the law of supply and demand. 

Will the cooperative repurchase my stock if I wish to dispose of it? 

The cooperative usually does not agree to repurchase the stock but always 
stands ready to help the tenant-owner sell his stock and transfer his lease on an 
apartment to someone acceptable to the management. 

The best assurance of an easy sale is a long waiting list of people who wish 
to buy into the development. At present all the occupied cooperatives which are 
members of the United Housing Foundation have waiting lists and it takes 
only a few weeks to get the investment back. 

As an extra protection some cooperatives create a special reserve fund for the 
repurchase of apartments. Howeyer, this fund is an auxiliary to the waiting 
list and not a substitute. The fund would never be large enough to repwrehase 
many apartments. 


»What happens if the size of the tenant-owner’s family increases or decreascs 
and he needs, accordingly, more or less space? 
Provision is usually made for the exchange of quarters between members 
As families move out, tenant-owners are as a rule given first choice before the 
tenant-owner selis to a new prospect. 


What happens if a tenant-owner dies? 


When a tenant-owner and his wife own the stock jointly as joint tenants 
with right of survivorship, the survivor receives all the benefits and owns the 
stock with control of the apartment. Where there is no joint tenancy, the stock 
passes by will or the laws of descent. When the stock passes by will or descent, 
the new owner can dispose of his stock but the lease of an apartment is subject 
to the approval of the cooperative. 


6. Socrat ASPECTS OF COOPERATIVE HovusING 


Do cooperatives add to a community's life? 

Certainly. The democratic organization in a cooperative educates the tenant- 
owner in helping to. meet the needs of the community in which the cooperative is 
located. The sense of owning property and sharing responsibilities tends to make 
tenant-owners enjoy their citizenship more and to be better citizens, 


What are some of the social activities possible in a cooperative? 


This depends upon the initiative of the cooperators. One large cooperative in 
New York City has developed a nursery school, camera club, summer play school, 
bridge club, ceramics club, woodworking group, art club, bowling league, softball 
league, young adults’ club, teen-age canteen, after-school activities for young 
children, blood bank, scouting activities, and civilian defense, a monthly news- 
paper, and other activities, 

What social factors should the prospective tenant-owner consider before invest- 
ing in a cooperative housing development? 

He should be in agreement with the social policies of the cooperative. For 


example, since all true cooperatives are nondiscriminatory, he should approve of 
the democratic treatment of minority groups. A tenant-owner who values neigh- 
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borliness and gets along with others will get much satisfaction out of his life in 
a cooperative; on the other hand those who prefer privacy will find it respected. 


What are some of the neighborhood facilities which should be checked before 
buying a cooperative house or apartment? 
Schools, places of worship, transportation, shopping facilities, playgrounds, and 
public improvements, trends of development in the neighborhood. 


7. MANAGEMENT 


Who makes the decisions about the management and maintenance of a coop- 
erative? 


The board of directors elected by the tenant-owners has control of the man- 
agement of the project. Stability of management is essential to a successful 
cooperative. Only in a small cooperative is it conceivable that, as in the town 
meeting, decisions can be made directly by the tenant-owners. 


What happens to the tenant-owners in a cooperative built by a speculator once 
they are in occupancy? 
Usually, as the tenant-owners secure control of the board of directors, they 
arrange for the type of management which suits them. 


How can tenant-owners protect themselves against an undesirable tenant? 


It is not easy to remove an undesirable tenant in any kind of housing. But a 
tenant-owner who destroys or depreciates the value of a development or disturbs 
the comfort and well-being of other tenant-owners may be asked to leave after 
action by the board of directors. Provision for such action is in the original lease 
and may be legally enforced. 


May I sublet my apartment? 


Yes, subject to the approval of the management under a policy established by 
the board of directors. Subtenancies, however, are usually restricted to limited 
periods and should be. 


What is a sound policy for cooperatives as far as the composition of the board of 
directors is concerned? 

The tenant-owners are the sole stockholders and have the right, unless there 
are restrictions in the certificate of incoporation or the bylaws, to elect anyone 
to the board of directors. Where there is nonprofit sponsorship, it is often 
desirable to have on the board in the beginning, people who are experienced in 
the housing field and prominent in civic affairs. This gives the public confidence 
in the undertaking. Some tenant-owners feel that even after the formative 
period, it is desirable to retain among their directors some nonresidents who are 


experts in the field of housing and are not concerned with internal personal 
disputes. 


Can alterations or addition be made to a tenant-owner’s apartment? 


Requests for changes, alterations, or additional equipment, such as air con- 
ditioners and washing machines, not included in the original lease agreement, 
must be approved by the management under policies laid down by the board of 
directors. ; 

Who is responsible for the repairs in a cooperative? 


Projects differ and responsibility for repairs depends upon the terms of the 
lease. Generally speaking, the management is responsible for all repairs. Some 
cooperatives make repainting, replacing of ranges and refrigerators, and gas and 
electricity as a separate charge on the theory that by so doing the tenant-owners 
will be encouraged to be careful. 


Can changes be made to suit a tenant-owner during the construction of a 
cooperative? 


The moderate cost of cooperatives is due in part to economies resulting from a 
uniform plan for each dwelling unit. If each tenant-owner required changes, 
the whole development would become prohibitive in cost. Minor variations, such 
as the color of paint, may be made if they are approved by the management. 
Changes should be limited to those which will not interfere with the desirability 
of the unit for a future tenant-owner. 
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8. UNtTep HousiNg FouNDATION 


The United Housing Foundation is a nonprofit organization incorporated in 
1950 to promote moderate-cost housing on a true cooperative basis. Cooperatives 
have been successful in the United States in the fields of marketing farm prod- 
ucts and equipment, oil purchasing, dairy products, insurance, and hospital 
service. The sponsors of the foundation believe that the extension of the coop- 
erative way of doing business to the field of housing can help supply the large 
demand and growing need for housing for middle-income families in this country 
as it has in many European nations. They believe that the cooperative offers not 
only desirable housing but provides an opportunity for a stable neighborhood 
life comparable to the almost vanished pattern of the American small town. 

Until recently the cooperative movement has provided little housing in the 
United States. This is probably due not only to lack of experience and knowl- 
edge as to the basic principles of cooperative housing, but also to the unfortunate 
financial experience with so-called cooperatives built by speculators during the 
1920’s, and more recently, to some extent, to the cooperatives built under section 
213 of the National Housing Act. However, the foundation is convinced that 
soundly financed and well managed, the cooperative offers an effective method of 
providing housing for middle-income people. 

While the cooperative projects compete with the traditional method of financ- 
ing construction, all sound methods of operation are required to provide suffi- 
cient housing. The need is far from being met. Even in Scandinavia, where 
some 20 percent of the housing is cooperative, it has not replaced the private 
builder. Cooperative housing is merely a method of self-help which can enrich 
the housing program of the United States. 

The unwillingness of Congress to give public housing the support which is so 
necessary, makes it imperative to fully utilize the cooperative method and all 
other sound methods of providing middle-income dwellings. The potential for 
cooperative housing is greater than ever before. 


PURPOSES 


The purposes of the foundation are: 

To offer advice and aid to existing cooperatives; to unite them so that each 
can learn from the other; and to promote activities which will be of help to all 
cooperatives. 

To help organize new cooperatives on a sound basis. 

To act as a clearinghouse for the spreading of information on cooperative 
housing. 

To develop effective methods of project management. These include committee 
organization and activities, relations with neighborhood and public agencies, 
day nurseries, playground activities, arts and crafts, day camps, blood banks, 
and other activities of value to cooperators. 

To help solve financial problems connected with management. Such problems 
focus around the mortgage, income and real-estate taxes, reserves, depreciation, 
joint purchase of fuel and other supplies and services. 

To promote and to pool the influence of all cooperatives for the elimination of 
substandard housing, for slum clearance, and the encouragement of good hous- 
ing for people of moderate means. 


COMMUNITY SERVICES, INC. 


The Foundation is an educational organization and does not engage in busi- 
ness, but through Community Services, Inc., a subsidiary of the United Housing 
Foundation, it can provide technical assistance to cooperatives now in operation 
as wéll as to those planning new projects. Community Services, Inc., is author- 
ized to act as a central purchasing agent as well as to recommend or provide 
the professional services required for the location, planning, erection, and man- 
agement of housing cooperatives. 


APPROVAL STANDARDS 


The foundation expects those cooperatives seeking membership to comply with 
the fundamental principles of cooperative housing and to meet reasonable stand- 
ards. The general standards for approval by United Housing Foundation are: 

1. Nonprofit sponsorship—Sponsors should be persons desirous of providing 
houses for themselves, or citizens and organizations interested in creating a gen- 
nine cooperative which will serve the needs of the tenant-owners and the com- 
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munity on a nonprofit basis. The foundation also accepts for membership, coop- 
eratives originally started for a profit motive which have been turned over to 
the tenant-owners and have become nonprofit in management. 

2. Open ‘membership.—No one should be excluded from membership because 
of race, creed, or color. 

3. Location, site plan, apartment layout, specifications, and financial pro- 
gram.—These important aspects should meet accepted standards. 

4. Financial soundness.—A cooperative must be able to meet its obligations 
and provide adequate facilities for tenamt-owners at reasonable cost. Books and 
reports must be open for inspection by members at stated intervals. 

5. Approved operating budget.—The budget must be based on sound principles. 
Surplus, when earned, should be returned to members in the form of rent reduc- 
tion or dividends, or used for prepayment of the mortgage, after proper allow- 
ances have been made for repairs, replacements, and adequate contingency 
reserves, 

6. Democratic control—Each member should have one vote regardless of the 
amount of stock owned. Responsibility for administration should be vested in 
the directors elected by the tenant-owners. 

7. Neutrality.—A cooperative should observe a strict policy of neutrality in 
politics, religion, and other extraneous matters on which members may hold 
varied opinions. 

8. Educational program.—Provision should be made for the education of mem- 
bers in the responsibilities connected with ownership of a cooperative devel- 
opment. 





EXISTING COOPERATIVE DEVELOPMENTS 


How can a prospective investor determine whether a specific cooperative has 
the approval of the United Housing Foundation? 


Those projects which are members are approved—a list appears on page 32 
of this booklet. Some projects are completed, occupied, and have waiting lists; 
those with an asterisk beside their names are not completed and have available 
apartments for sale. 

If a project is not a member, the United Housing Foundation would have to 
make a survey to determine whether or not it should be recommended. 


MEMBERSHIP 


Membership in the United Housing Foundation is made up of cooperative 
projects, trade unions, civic organizations, and some individual members. 
Members of the foundation annually elect the board of directors; the board 
exercises control over the foundation’s work. 

The advantages of joining the United Housing Foundation should be clear 
from a study of its purposes. An organization should not be encouraged to exist 
unless it has a definite purpose and there is evident need for it. No one can 
question that the cooperative movement in housing has come to stay or that as it 
perfects its operations, it will be an important factor not only in providing 
desirable housing at cost but in the redevelopment and growth of communities. 
The United Housing Foundation offers a platform and a program of joint action 
for all genuine cooperative projects. 


AGENDA FOR THE FUTURE 


As United Housing Foundation grows in importance, it hopes to give broad 
assistance in the: 

Organization and development of affiliated cooperative housing projects. 

Creation of a lending fund to help finance cooperative enterprises. 

Joint purchasing of supplies and materials needed in construction work, as 
well as the provision of trained personnel. 

At present, all that the foundation can promise is to help cooperatives with 
their problems to the extent of its ability. There are many experienced people 
among the foundation’s affiliated cooperatives er connected with their manage- 
ment. The foundation can call upon them as well as upon its own officers and 
directors for help and advice for which no charge will be made. 

Where continuing technical advice and service is required, it can be supplied 
through the foundation's affiliate, Community Services, Inc. This corporation 
will provide or suggest technical advice for fees which will be made as low 
as is consistent with fair compensation and a high quality of service. All of . 
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the stock of Community Services, Inc., is owned by United Housing Foundation 
so that there is no profit motive. 

Because the foundation is fortunate in having Abraham E. Kazan, who has 
successfully constructed and managed cooperative projects for many years, as 
president of Community Services, Inc., it expects to be able to build projects 
at a lower cost than the commercial builder ordinarily receives. 

Mr. Campseti, Thank you, sir. 

The Cuarrman. The next witness is Mr. Weitzer, of the Jewish War 
Veterans. 

Mr. Weitzer, do you prefer to read your statement or just have it 
placed in the record 

Mr. Weirzer. I think I would like to read it. 

The Cuarrman. Go right ahead. 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES OF 
AMERICA 


Mr. Werrzer. My name is Bernard Weitzer, national legislative 
director of the Jewish War Veterans of the United States of America. 
This is the oldest active war veterans’ organization in the country. 

I am grateful for the privilege of presenting to you, once again, 
the veiwpoint of the Jewish War Veterans of the U nited States of 
America on the housing program and particularly, to comment on the 
bill introduced by your ‘chairman, S. 29: 38, as a step toward the solution 
of the problem. 

There are some features which I should like to see changed in: view 
of the resolution passed at our 58th annual convention held in Chicago, 
September 2 to 6, 1953. That resolution reaffirmed our support for 
the Housing Act of 1949 as amended by bills which went through your 
committee. I want to emphasize that characterization of such amend- 
ments. For we also passed, for the 3d or 4th time, a resolution at that 
convention, opposing legislative amendments by riders on appropria- 
tion bills—such riders as have wreaked havoc in the functioning of 
the Housing Act of 1949. 

In accordance with our convention- approved resolution on housing, 
1 respectfully request that you modify the President’s authority to 
adjust interest rates on FHA and VA insured mortgages and to fix in 
the bill the rate for VA mortgages at a maximum of 4 percent, and 
the maximum for FHA mortgages at 414 percent. 

It iseasy enough for the big mortgage lenders and mortgage brokers 
to speak lightly “of a one-half percent jump or a | per cent jump or 
even bigger jumps in mortgage interest rates for veterans. Less than 
cigarette. money, they cheerfully eall it, but it is a very serious matter 
for the veteran who may be earning only $50 of $60 or $70 a week. 
Each one-half percent interest jump on a $10,000 20-year mortgage 
means an increase of approximately $2.70 a month in the interest and 
amortization payments. On a $10, 000 25- year mortgage, the one- 
half percent interest jump comes to an increase of nearly $3 a month 
for interest and amortization payments. 

Last year, we saw an increase in the interest rate on VA-guaranteed 
mortgages from 4 percent to 414 percent. Under the terms of this 
bill, the interest rate could be increased to 514 percent or 514 percent. 
You can readily see that this would mean the difference between the 
veteran being able to pay or not to pay the required amount. 
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Most veterans, like a very large segment of our overall population, 
are having a hard time living within their income. That is why our 
ern resolved in favor of a maximum rate of 4 percent on 
VA-guaranteed mortgages—fixed by Congress—which permitted so 
many hundreds of thousands of veterans to progress toward the ulti- 
mate ownership of their own homes. 

I must similarly request that the Veterans’ Administration retain 
its power to establish the limits on fees and charges for VA aided 
residential mortgage loans. Likewise, the weakening of the veterans’ 
preference provision for admission to low-rent public housing as pro- 
vided in section 501 and the weakening of the preference for veterans 
in the sale of surplus homes as provided in section 801 should be 
stricken from the bill. 

The language of the Housing Act of 1949 and previous acts 
should be permitted to remain intact and extended and reaffirmed in 
this bill. Failure to make this change would make a distinction un- 
favorable to veterans who have not yet had an opportunity to exercise 
the privilege accorded to their fellow veterans. 

The Senate passed a bill, S, 2937, introduced by Senator Sparkman, 
which goes part of the way toward meeting the veterans’ problem in- 
volved in aeons to public housing. The bill, however, as passed, 
would deal with this problem only until August 1, 1954, whereas it 
should carry on for a period of at least 5 years, 

The amendment proposed in sections 119 and 120 are a mixture of 
good and bad. The propsal for the increase to as much as $25 million 
in an FHA insured cooperative housing mortgage may be valuable in 
some instances, particularly in the builder-sponsored type of project. 

However, changing from a cost basis to a valuation basis in the 
amount of the mortgage will certainly cause difficulties in some cases. 
The amount of the mortgage under the changed basis would often be 
reduced and therefore call for a higher down payment which is natu- 
rally an obstacle to the prospective cooperators. This can be sub- 
stantiated by the former Assistant Commissioner for Cooperative 
Housing who has had frequent opportunities to compare the effects 
on the mortgage aneannel the change proposed. 

Furthermore, in these two sections of 8. 2938, it is propenen to ratify 
an appropriations bill rider which has been a serious factor in slow- 
ing down the progress of cooperative housing. The original bill 
very clearly defined the need for helping cooperators to. get together 
and organize cooperative housing projects. Practically all such 
prospective cooperators find themselves frustrated by the complexi- 
ties of real estate transactions and the problems which are common 
to getting together and moving ahead with reasonable speed to pro- 
gress toward the objective of a cooperative building project. Com- 
petent, disinterested advice is essential, but the regular FHA field 
staff, generally, has little knowledge about the opportunities afforded 
to cooperators by section 213. It was much easier for them to deal 
with the experienced contractors, builders, and real-estate men who 
talked their language and with whom they had had much experience. 

For the foregoing reason, section 213 provided for an Assistant 
Commissioner for Cooperative Housing and a staff to help coopera- 
tors, directly, and even more to train FHA field employees to deal 
sympathetically and helpfully, with the cooperative projects brought 
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to their FHA regional field offices. That operation paid off in a 
dollars-and-cents return to the Government because the fees collected 
on the projects outran, by a considerable amount, the outlays for the 
Assistant Commissioner’s office, staff, and the work done by the FHA 
employees in the field and at the home office. Nevertheless, an appro- 
priations bill rider stalled the whole operation without giving your 
important committee an opportunity to study and discuss the subject 
and thereby, in my humble opinion, usurped a proper function of 
your committee. S. 2988 would appear to confirm such usurpation 
by abdication. In line with our 58th annual convention resolution, I 
respect fully ask that you remove this provision from S. 2938 eliminat- 
ing the Assistant Commissioner for Cooperative Housing, and thereby 
carry out the original intent of section 213. 

We are especially interested in cooperative housing because veterans 
have found cooperative housing a great help toward achieving home- 
ownership at a low interest cost and a long amortization per iod. 

In contradistinction to the readiness to buttress the Appropriations 
Committee rider regarding the Assistant Commissioner for Cooperat- 
ing Housing, is the failure to include in S. 2938 a reaffirmation of the 
original provision of the National Housing Act of 1949 for 135,000 
public housing units per annum and also the failure to include in 
S. 2938 authorization for the 35,000 public housing units per annum 
for each of the next 4 years which is recommended in President 
Eisenhower's housing message. In line with. the housing resolution 
passed at our 58th annual convention, I respectfully request that you 
insert a section in S. 2938 affirming the goal of the Housing Act of 
1949 for 135,000 public housing units per year and a section definitely 
authorizing the number of public housing units requested by President 
Eisenhower in his message. Your failure to do this will be an invita- 
tion to the Appropriations Committee, once again, to write housing 
legislation by riders on its appropriation bills. 

In general, insofar as S. 2938 departs from the National Housing 
Act of 1949, I feel that our convention resolution would call for 
some opposition but there are many proposals in S. 2938 which are 
undoubtedly of good intention. 

Section 101 of the bill i increasing the amount and the time for repay- 
ment of property improvement and repair loans certainly belongs in 
the good-intentions category. 

However, it is a mistake to suppose that anywhere in the near time 
future, this provision will have a marked effect either in improving 
rundown city areas or in providing any larger number of ious 
units for those who need them. The probable effect will be jacking 
up the rents so that current occupants will, in many cases, be forced 
into even poorer quarters. 

What is more, should there be any increased interest in such im- 
yrovements and in the placement of loans under section 101, it would 
be necessary to have a new breed of FHA field employees to process 
such loans and a new group of contractors to do such work. Builders 
and contractors accustomed to work on complete new houses do not 

easily adjust either their thinking or their operation to go after such 
improvement business and set themselves up to carry out the work 
effectively or efficiently. 
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Section 221 of the bill, although fully entitled to be included in the 
good-intentions category, is admittedly of no use to that part of our 
oe living in the highly populated metropolitan areas where 

igh land costs admittedly make a $7,000 house impossible. People 
in such areas will certainly not be able to benefit from the provision 
of this section. It has not been made entirely clear just where a 
$7,000 house is feasible and whether a $7,000 house can be reasonably 
expected to outlast the 40-year mortgage term. 

Bankers and lenders, thus far, have shown no hot desire to acquire 
such mortgages. That such $7,000 houses with 100-percent mort- 
gages running for 40 years can meet the needs of those who are eligible 
for public housing is completely out of the question. 

In some areas it is possible that there can be such houses available 
to meet the needs of the lower middle-income families—those whose 
monthly earnings range from about $275 to $325. That is based on 
the figures in exhibit 8, page 94, of the President’s Advisory Commit- 
tee Report of December 1953. 

In considering the feasibility and the possibilities of this section. 
it is well to remember that it took mass production housebuilding 
methods in what was practically an assured housing market to put up 
the houses at Morrisville—near the Fairless works of United States 
Steel—at a sales price of 10,000 to $10,500 for a no-basement, 3-bed- 
room house with a living room, kitchen including a dining nook, 1 
bathroom, and carport. A similar mass-building effort at Levittown, 
Long Island, produced a slightly less desirable house without a car- 
port at a price range which started at $7,990 and in succeeding years, 
as building-materials costs and labor-building costs increased, moved 
first up to $8,990 and subsequently to $9,990. 

It is doubtful that the ordinary moderate-sized speculative builder 
ean match this performance even on low-priced land at the $7,000 
level. 

I offer these comments on sections 101 and 221 not in opposition to 
their intent, which I believe is good, but because there have been 
implications in testimony given by others that these sections will cut 
down markedly the need for public housing and will serve almost as 
a cure-all for slums. In some areas, the provisions of these sections 
can be helpful but they should not be overvalued. 

It is a good idea to provide as in title III to aid bankers and other 
lenders, to set up their own association to insure a secondary market 
for mortgage loans. The opportunity to do so on their own initiative 
without Federal assistance, has not heretofore appealed to such lend- 
ing institutions. However it is essential to keep FNMA in business 
for the indeterminate future and I believe that in order to avoid future 
large appropriations to enable FNMA to perform its functions as a 
secondary mortgage market, it would be desirable to carry out a pro- 
gram somewhat as follows: 

1. Organize a corporation under the auspices of FNMA or FHA 
which would hold in escrow as many hundred million dollars worth 
of FHA and VA mortgages as are now held by FNMA and which 
cannot be promptly sold to lenders who would hold such mortgages 
permanently. 

2. To have such a corporation issue debentures secured by the mort- 
gages held in escrow to sell to the general public—such debentures 
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to be in amounts of $500, $1,000, and 
about 314 to 33 percent. 


$5,( 


)00 carrying interest rate of 
tween such an interest rate and the interest rate 
on the VA and FHA mortgages held in escrow would take care of 
servicing the mortgages and the paperwork involved. ‘The testimony 
as to such costs was given by bankers and lenders at a special hearing 
of the Senate Banking and Currency Committee where representa- 
to the lenders. 


Hotel. 


tives of lenders from all parts of the country had an opportunity to 
In summary, I would say that there is an opportunity for a housing 


express their views on the mortgage interest rates and the net returns 


bill which will truly meet the needs of the people for housing as they 
were recegnized by the late Senator Taft so recently as in the spring 
of 1953 at the National Housing Conference meeting at the Statler 
Furthermore, the housing program stimulated by such a bill could 
take up the slack in our current economic situation very effectively. 
The present bill does not go far enough. 
Thank you for this opportunity to appear before you. 
As you know, Mr. Chairman, I have appeared before you many 
times in the past few years. 
The Cuarrman. Yes. Let me say this: You have always been very 
helpful to us, and we appreciate it. 
Mr. Wetrzer. At our last convention, we reaffirmed our support for 
the Housing Act of 1949, as amended. 


standing of housing problems. 


are talking about amendments that were put through this committee, 
not amendments that were written by the Appropriations Committee, 


But I want to emphasize we 
which has no understanding and hasn’t taken steps for an under- 
Mr. Werrzer. Yes. 
loans. 


Senator Maypank. I did everything I could there. 


You are right, Senator Maybank. I just want 
to call attention now to 1 or 2 points that we covered in the resolution. 


We passed resolutions asking that the Congress fix the interest rate 
at 4 percent for veterans’ loans, and 414 percent maximum for FHA 
I don’t want to go into this at length, but I just want to point out 
that every one-half percent increase on $10,000 20-year mortgages, 
means $2.70 more expense to the veteran. 
rl Y a. > 
The Cuarrman. Per month. 


Mr. Werrzer. Yes; per month. If you have a jump of 114 or 2 per- 
it, $10 extra per month. 
the interest matter. 


cent, that veteran has to find somewhere, and he has no place to find 
gage loans. 


I just want to emphasize that in regard to 
it. 


We also would like to see the current bill changed so that the VA 
would retain its power to limit fees in regard to VA residential mort- 


Likewise, we would like to see changed the veteran preference pro- 
44750 


vision in section 501, which takes away some of the preferences which 
pt. 1 
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the veteran had under the Housing Act of 1949, so that he will retain 
has been made by every witness, and they will be listed. When we get 


. 


The CuarrMan. Let me say this: The way we operate in this com- 
mittee, the staff is working now to take every recommendation that 
54 
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together to write up this legislation, every suggestion that was made 
by all witnesses will be placed in front of each Senator, and we will 
talk about them. 

I just wanted you to know that is the way we operate. 

Mr. Werrzer. Then I won’t take up your time. But there are a 
couple of things here I want to mention. One of them was mentioned 
by the previous witness. That is that you revise the idea of changing 
the basis for granting mortgages on cooperative housing from the 
oecereaten cost to estimated value. 

he Carman. Yes; we have had a lot of testimony on that. 

Mr. Werrzer. Also, we don’t like the idea of having this rider of 
the Appropriations Committee put into legislation by your committee, 
removing the Assistant Commissioner for Cooperative Housing. 

The Carman. I guess there is no way to avoid that. 

Mr. Werrzer. I know, but at least you don’t have to abdicate the 
function which they have attempted to usurp. 

Senator Maypank. I wouldn’t say that, because I am a member of 
the Appropriations Committee, and I fought against it. One year I 
—— I had the bill sent back three times, but when you are out- 
voted—— 

Mr. Wertrzer. But there is nu point in writing it into your own 
bill, in this committee. 

Senator Maynanx. I agree with you. 

The Cuarrman. My point is that we of the committee have no juris- 
diction over the Appropriations Committee. We can’t make them do 
anything. 

Mr. Werrzer. I understand that, but I think you ought not to write 
into the bill what they have put into rider form. They may do it 
again over your head. 

The Cuarrman. I get your idea. 

Senator Mayzanx. The last time the vote was awfully close, but we 
ost. 

But I will tell you what you ought to do, you and the American 
Federation of Labor—I’m not giving you any advice ; don’t misunder- 
stand me—but I would certainly tell the Appropriations Committee 
that. You don’t have to tell me that. Iamamember. But you have 
a right to tell them. 

Mr. Werrzer. It is pretty hard to get before that committee. 

Senator Maynank. I wouldn’t say that, because when I was chair- 
man of the Independent Offices Subcommittee, anybody could come in, 
and being the ranking Democratic member, I will ask Senator 
Saltonstall. 

Mr. Wrerrzer. I am sure Senator Saltonstall would be glad to 
cooperate. 

The same thing applies here on the question of public housing 
authorization. We supported, as I say, the 1949 Housing Act, as 
amended. The Appropriations Committee made it impossible for that 
to continue in effect, by the rider they wrote into it. 

I think this committee ought to include at least an authorization of 
what the President recommended. Our resolution said that you ought 
to restore the original bill, as written in 1949, to 135,000. 

Senator Maynanx. I agree with you, if it needs any ehange, this 
committee ought to change it. 

Mr. Werrzer. That is right. 
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Senator Mayrpank. I have an amendment here to do that. I guess 
you knew that. 

Mr. Wetrzer. I know we can count on your cooperation, Senator. 
We are a little skeptical sient sections 101 and 221. We don’t disagree 
with the intent. We believe they are sections of good intention, “but 
to whatever extent those things have been written, from the stand- 

woint of providing additional housing, our organization doesn’t believe 
it is going to provide it. And we spell the thing out here in my 
statement. 

We are not in opposition to these sections, but we think that they 
have been oversold as to what they might accomplish, 

As to title II, the bankers and other lenders could set up their own 
association to insure a secondary market for mortgage loans—we are 
not opposed to that. But Senator Maybank knows. I suggested to 
him several years ago that you could avoid the necessity for going 
to Congress for additional appropriations for FNMA if, under FHA 
or FNMA auspices you set up a debenture corpor 8 to issue and sell 
debentures secured by mortgages held by FNMA. I don’t think any 
step ought to be taken to try to clear FNMA out of the picture at this 
stage of the situation 

In summary, I would say there is an opportunity for a housing 
bill, which will truly meet the needs of the people for housing, as they 
were recognized by the late Senator Taft as recently as in the spring 
of 1953 at the National Housing Conference meeting at the Statler 
Hotel. 

: Furthermore, the housing program stimulated by such a bill could 
take up the slack in our current economic situation very effectively. 
This is no slambang program, because housing is set up to go ahead. 
If they ever try to correct this recession or rolling readjustment, or 
whatever you want to call it, by a public works program, you gentle- 
men know how long it takes to get that through Congress and how 

long it takes to set up the machinery to put it to work. 

You have in thie helen program something that you people on 
this committee have provided, that can be readily enlarged, and par- 
ticularly from the standpoint of public housing, which has been put 
away behind the 8-ball over the past few years. You could get a pro- 
gram which would add a couple of billion dollars to the production of 
the country and provide housing for people who can’t get it in any 
other way. 

Thank you very much. 

(The following was received for the record :) 


SUPPLEMENTARY STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR 
OF THE JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA 


The story of what has happened before the House Rules Committee and on the 
House floor in connection with the independent offices appropriation bill (H. R. 
8583) emphasizes the point in my testimony before your committee on March 25 in 
which I urged on behalf of the Jewish roe Veterans of the United States of 
America that certain changes be made in 8. 2938—the Housing Act of 1954. 

You will recall that according to the resolution passed at our organization’s 58th 
annual convention, we wished to see reinstated the full terms of the Housing Act 
of 1949 as amended through your committee. The riders on the independent of- 
fices appropriation bills of 1953 and 1954 represented serious encroachments upon 
the legislative functions of your committee and greatly damaged the effective 
operation of the Housing Act of 1949. As this is written, there is no certainty as 
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to what may be done by the Public Housing Administration or the other bodies 
which which are under the general supervision of the Admiinstrator of the Hous- 
ing and Home Finance Agency. 

It seems to me that your committee, in considering S. 2938, should clearly estab- 
lish the repeal of the riders on appropriations bills previously passed and should 
set forth definite authorization in your bill as indicated in my testimony. There 
is no reason why you should not reaffirm the authorization for 135,000 public 
housing units per annum and thus provide in the language of the bill as rewritten, 
that the pipeline be kept constantly full. That is the only way in which you can 
provide that there will be adequate means for relocating a large proportion of the 
tenants displaced by the improvements which the slum clearance and redevelop- 
ment sections of your bill eall for. 


The Cuarreman. Thank you very much. We appreciate your 
testimony. 

The next witness will be Eleanor Hadley, of the American Associa- 
tion of Social Workers. 

Miss Haptey. I will read my statement, Mr. Chairman. 

The Crarman. Proceed, Miss Hadley. 


STATEMENT OF ELEANOR M. HADLEY, AMERICAN ASSOCIATION 
OF SOCIAL WORKERS 


Miss Haptey. I should like to take this opportunity to discuss with 
you the concern felt by the American Association of Social Workers 
over the housing program of 1954. Social workers have an intimate 
and keen appreciation of what decent housing means to human beings. 

The association commends the President for the insight, leadership, 
and courage displayed in his housing message of January 25, wherein 
he states that “It is properly a concern of this Government to insure 
that opportunities are provided every American family to acquire a 
good home.” The President forthrightly calls good housing “a major 
objective of national policy.” So does the AASW. I quote from the 
AASW platform statement on a national housing program adopted 
at the diteanin assembly. It reads: 

Good housing is a basic essential for wholesome living. The stability of the 
family in the community cannot be obtained without it. A national objective, 
therefore, should be the provision of good housing for all segments of the popula- 
tion at costs within their capacity to pay. 

The reservations which the association feels toward the administra- 
tion’s housing program of 1954 are not with the President’s goals, but 
with the measures outlined to achieve them. The rub is with the 
program. The association questions whether S. 2938 will produce the 
President’s objectives. 

The President says we are to move toward decent housing for all 
families, not just families with incomes above $5,000. That is, the 
President favors housing for families with incomes under $2,000: 
22,5 of American families are in this group; 16.5 percent of fam- 
ilies have incomes between $2,000 and $3,000; 17.4 percent between 
$3,000 and $4,000. Thus, over half the families of our Nation have 
incomes under $4,000. As the President knows, these are the families 
most poorly housed. These are the families who live in the slum 
sections of our metropolitan areas, in the blighted sections of our 
cities, in declining neighborhoods. The President states he is for 
_ decent housing for this half of our Nation. 
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But what is proposed to meet the unsatisfied housing needs of the 
great majority of families in the under $4,000-1 income range? The 
President proposes expanded slum clearance, and urban “renewal. 
However, to translate objectives into prob: able performance, it is sober- 
ing to realize that the United States has been working on slum clear- 
ance since the passage of the National Housing Act of 1937 and slums 
continue to be conspicuously with us. The President is broadening 
the program, but there is nothing in S. 2938 to suggest an altogether 
new tempo. 

The President is proposing measures to prevent the spread of blight 
into good neighborhoods and a rehabilitation program for salvable 
areas. This is good. He has our full support but we are not per- 
suaded that this is in any sense going to take care of the housing needs 
of hundreds upon hundreds of thousands of American families. 

Any slum clearance program must provide for the families dis- 
placed from their homes. In this bill, the President is proposing on an 
experimental basis advantageous mortgage insurance by which such 
families can buy $7,000 dwellings over a 40-year period or acquire 
them on lease-and-purchase options. Similar arrangements are made 
for displaced families in multifamily rental units. 

The association has various comments to make on this proposal. 

(1) Inasmuch as it is restricted to families who are displaced 
through slum clearance and related projects, it is at once put forward 
on a small, narrow base. 

(2) Inasmuch as families who will be displaced will be displaced 
in metropolitan areas, it is assumed that the proposal relates to hous- 
ing in metropolitan areas. What kind of a house is it possible to 
build in our metropolitan areas for $7,000? According to the testi- 
mony of preceding witnesses some of whom have been outstanding 
low-cost housing builders, it is not possible to build a family dwelling 
in our major metropolitan areas for $7,000. It would be ironic indeed 
if within a few years of construction such housing became blighted 
or near-slum housing. 

(3) Will the families who are displaced be in a position to make the 
necessary purchase or lease payments? According to the figures pre- 
pared by the President’s Advisory Committee, estimated total monthly 
expenses on a $7,000 house would be $62.90. Put on an annual basis, 
this would be $775.04. If we use the customary family budget figure 
of 20 percent for rent, it is clear that $7,000 housing is above ‘the c apa- 
bility of families with incomes aribe $3,000. The arithmetic is: 
12 times $62.92 equals $775.04; 20 percent of $3,000 equals $600. 

From the preceding figures on family-income distribution, it is 
apparent that roughly 40 percent of American families are below 
the income level which can afford such $7,000 housing. 

The President proposes another avenue to meet the needs of those 
presently ill-housed. He proposes continuance of Paes public 
housing. But strangely enough, the administration bill, S. 2938, 
contains no authorization for public housing. The President's pro- 
posals on this subject are to be found in his budget message whereiu 
he urges, until the results of his low-income ow nership housing have 
been determined, that continued reliance be placed on public housing. 
He recommends construction of 35,000 units annually for the next 
4 years. It is reported that the House Appropriations Committee 
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has not supported this recommendation, and has instead cut housing 
units to 20,000 for this year and 13,000 units for the next, at which 
time it is to come to a close. 

The AASW strongly urges that the amendment proposed by Senator 
Maybank which calls for a return to the public-housing provisions of 
the 1949 act, other legislation notwithstanding, be adopted. In fact, 
it would appear that by this amendment Senator Maybank, a Demo- 
crat, is rescuing the President’s own housing plan wherein he accorded 
public housing an integral place. 

The AASW would point out that it has been amply demonstrated 
that private enterprise cannot provide, at a profit, good housing 
within the reach of all income groups. We call your attention to an 
article appearing in the New York Times, March 15, entitled “Billion 
Spent in Housing Since 1936 Yet 1 in 5 Here Is Slum Dweller.” 

* * * because of the housing shortage * * * no nonveteran families qualified 
for public housing in almost 8 years, except those whose homes were torn down 
for slum clearance of other public projects. 

Despite the notable improvement in the veteran’s lot and the demolition of 
the worst hard-core slums, New York’s overall housing problem is becoming 
more difficult instead of easier. One of every five New Yorkers today is a slum 
dweller or lives in substandard housing in a deteriorating neighborhood. 

To clear the older slums and cut out the substandard housing that has infected 
larger areas, the city would need today 480,000 new dwelling units, according 
to Mr. Cruise (chairman of the city housing authority). But nowhere near 
that number will be built in the next 10 years, if the postwar rate of private 
and public housing is unchanged. The city’s population, meanwhile, is being 


swelled by 50,000 to 60,000 migrants a year, most of them in the lowest income 
group 


Some real-estate men are enemies of all public housing, but the majer realty 
groups and large builders agree on the need for public housing at the present 
range of $9 to $19 a room. The major realty spokesmen say there must be a 
large amount of housing in this rent range and that they cannot provide it. 

The New York situation is not unique, though perhaps it is one of 
the more glaring cases of need in the United States. However, Phila- 
delphia, Boston, Detroit, Baltimore, San Francisco, and Seattle are 
among the cities with acute housing needs. The inadequacy of hous- 
ing for the country’s low-income groups is so much a matter of every- 
day knowledge in the social workers’ world that it is difficult for us to 
understand how responsible officials would advise the President that a 
program of $7,000 dwellings for persons whose homes are demolished 
in slum clearance projects and public housing at the rate of 35,000 
units a year would approach the President’s laudatory objective of 
decent housing for all American families. 

In addition to families with low incomes, there is another group of 
American families who are poorly housed. This is the minority 
group. Fifteen million of our citizens have dark skin. Americans of 
Japanese ancestry number over 100,000 as do Americans of Chinese 
ancestry. The AASW commends the President for his frank recogni- 
tion of the housing situation of minority groups. Given the situation 
from which we are starting, however, the President’s ambition “to 
assure equal opportunity for all of our citizens to acquire, within their 
means, good and well-located homes” is an ambitious one indeed. 
Progress does not seem to come very rapidly in this area. 

It is noted that the President proposes no legislative guaranties 
of any kind here. Rather, he pledges administrative action. The 
AASW will be interested to see how the President implements his 
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objectives. Our chapters plan to keep careful tab on administrative 
actions designed to bring decent housing within the reach of minority 
groups. Next year, we will be in a position to report what has been 
done here. 

Study of the administration’s housing proposals does not suggest 
to the AASW that there is likely to be much change in the amount of 
housing constructed in 1954 over what was done in 1953. In fact, it is 
conceivable that there may be less. From the high of close to 1,400,000 
starts in 1950, construction has run between 1,000,000 and 1,100,000 
these last 3 years. It is unnecessary to observe that this is not a suflici- 
ent rate. Needs are not being met. 

With all the abundance of this economy, it is a shock for an Ameri- 
can traveling abroad to find European countries outstripping us in 
housing. Holland has done an extraordinary job in housing. So has 
Sweden. It is not that we lack the means to house our citizens. In 
1948 this Nation, with 6 percent of the world’s population, had 40 
percent of its income. It is that we have not met the challenge of 
this problem. The AASW does not believe that S. 2938 makes a dent 
on the problem at hand. The administration has proposed noble goals 
but has not done much to provide for their realization. 

Now, briefly, the point of our comments is that we wholeheartedly 
share the objectives and goals of the President’s housing program for 
1954. But we are not persuaded that S. 2938 will bring about what 
he hopes to achieve. 

In particular, we call attention to the number of families in the bot- 
tom income brackets; inasmuch as the President says his housing pro- 
gram is for all families, we would call attention to the fact that over 
half of the American families are under the $4,000 income level, which 
creates special problems in housing. 

With his program of the $7,000 mortgage purchase arrangement, 
we have three comments to make: 

First, that it is a very narrow program which the President puts 
forward, inasmuch as it is restricted to families who are displaced 
from slum clearance. 

Senator Maysank. What would you suggest about that? 

Miss Haptey. What do we suggest? We think it is an inter- 
esting 

Senator Maysank. I mean just about that one subject you 
mentioned. 

Miss Hapiey. The narrowness? 

Senator Maypank. Yes, the narrowness, as I understand it, of the 
President’s program in slum area replacement. 

Miss Hap.iey. The point I mean to make is that the President puts 
forward his program of the $7,000 advantageous mortgage, restricting 
it to those who are displaced by slum clearance. 

You asked what our recommendation would be there. We would 
like to see it done on a broader basis. 

Senator Maypanx. For anybody? 

Miss Hapiey. For any low-income person. 

Then, furthermore, as I will come to it, Senator Maybank, we feel 
that there should be more in the public housing field. 

I comment, in the third point here, on the fact that with the income 
distribution which takes place in American families, that families 
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with incomes under $3,000 are now in a position to take advantage of 
the President’s mortgage plan here. 

We feel it is unfortunate that the administration’s bill, S. 2938, 
contains no authorization for public housing, and we strongly urge 
that Senator Maybank’s amendment be incorporated by the committee. 

We further draw the attention to the committee to this item, which 
we quote here, from the New York Times, which we feel is a very 
interesting objective report of what housing conditions are in one of 
our major cities, and how far we have gotten with the various housing 
programs we have had in these last several years. 

We highly commend the President for directing attention to the 
housing of minority groups, and distinctly feel that this is an area 
which will take a very special effort. 

We note, however, that the President is proposing to do this en- 
tirely by administrative action; that there are no legislative guaran- 
ties written in. , 

Basically, I think it is the feeling of the association that with the 
abundance of the American economy—and we comment that this 
economy has 40 percent of the world’s income—that it is a shock that 
we have not gotten further forward on housing. And PEER 
we don’t feel that S. 2938 will accomplish the admirable goals which 
the President sets forth for us. 

The Cyatrman. Thank you very much. We appreciate your 
testimony. 

I want to say at this time that we have three more witnesses, and 
then we will temporarily close the hearings on housing. However, 
the record will be kept open for 10 days or 2 weeks, should anyone 
care to file any supplemental statements or make any statements. 

We will hold 2 or 3 days of hearings a little later, on smoke abate- 
ment, at which we hope many of the mayors of cities will appear. 
I don’t see how we can get around to starting to write up this bill 
before the 10th or 15th of April. We certainly are going to try to 
have this bill ready for action on the floor by the first of May, or 
sooner if we can, but not later than the first of May. But the record 
will be held open for anybody to file any statements that they might 
care to. We will possibly have 2 or 3 days of hearings in the next week 
on smoke abatement. 

I just wanted the record to show that. I want the public to know 
just what our plans are. 

Would you gentlemen prefer to finish in the next 10 minutes, or 
would you rather have a hearing starting at 2 o’clock. Whatever 
your pleasure is will be ours. 

Mr. Raper. We can conclude in a very few minutes. 

The Cuarrman. All right. Our next witness is Mr. Whiteman 
of the Associated Builders of Greater New York. 

Mr. Ratorr. Mr. Chairman, I am David L. Raider, attorney for 
the Associated Builders of Greater New York, and I am appearing 
for Mr. Whiteman, the executive director. 

The Cuarrman. Yes, Mr. Raider, go ahead. 
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STATEMENT OF DAVID L. RAIDER, ATTORNEY, ASSOCIATED 
BUILDERS OF GREATER NEW YORK, INC. 


Mr. Rawer. The Housing Act of 1954, as proposed in identical 
bills introduced in the 83d Congress, 2d session—S. 2938 and H. R. 
7839—contains provisions that are of vital interest to members of this 
association who are active multifamily builders under FHA programs 
in the New York metropolitan area and in other States along the 
eastern seaboard. 

Section 119, referring to section 213: The general provisions of the 
Housing Act with regard to section 213, as recited in section 119 of 
the proposed act, are endorsed by the members of this association. It 
is their experience that a majority of the interested purchasers have 
been unable to avail themselves of current 213’s being offered for sale, 
due to their inability to meet the high downpayments required. Gen- 
erally, these potential purchasers are families who do not have sub- 
stantial cash reserves, but who are nevertheless excellent credit risks. 
The intended purpose of the new Housing Act, in making cooperative 
apartments available at low downpayments, should crite good 
housing at moderate carrying charges for these people who hereto- 
fore have been unable to avail themselves of the benefits of cooperative 
housing. It is the intention of the builder-members of this associa- 
tion to proceed with large scale projects upon the enactment of this 
new legislation. 

An analysis of the proposed bill indicates, however, that the pro- 
vision which would substitute a ratio of mortgage to value for the 
current ratio of mortgage to replacement cost might present a very 
serious obstacle to the implementing of the basic provisions of the 
bill which are intended to provide more liberal mortgage credit to 
cooperative purchasers and therefore might tend to defeat the funda- 
mental purpose of this legislation. 

Assuming, for example, that the same formula for determining 
valuation will be used in section 213 as is currently used in determin- 
ing value under section 207, we start with the basic assumption that 
the value can be no higher than replacement cost, but it can be 
substantially lower than replacement cost. The FHA arrives at a 
determination of value on section 207 projects by using either a value 
by summation, capitalization of net income or profit, or by comparison, 
whichever is lower. The value by summation is the same as replace- 
ment cost. The value by comparison is very rarely, if ever, used 
because of the inability to secure precisely parallel projects. The 
use of value by capitalization on a cooperative project, where there is 
no income or profits, does not appear to be a sound method for arriving 
at the value of such project. 

Therefore, the only reasonable method of arriving at a value of a 
cooperative project is the use of value by summation. Since the value 
by summation is the same as replacement cost, the Housing Act should 
be explicit in stating that the limiting criteria should be a mortgage 
as a percentage of the replacement cost rather than as a percentage of 
value. 

The Federal Housing Administration, by its processing procedure, 
adequately covers the question of the economic desirability of the 
project at the time of the site submission and submission of the archi- 
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tectural plans. The site is considered acceptable only if it can justify 
the intended project and the plans are reviewed in the light of the 
development of the site for its highest and best use. We therefore 
believe that the processing routine safeguards the question of economic 
desirability and that a further restriction of making the loan as a 
percentage of value, rather than a percentage of replacement cost, can 
cause cakes hardship on individual projects and could perhaps defeat 
the purpose of the proposed legislation in its aim to hberalize mort- 
gage loans covering this type of project. 

Section 115, referring to section 207: The provisions of the Housin 
Act in respect to section 207, as recited in section 115 of the proposec 
legislation, have been liberalized in gy to the per family and per 
room mortgage amount limitation. Our members feel that such 
increase in mortgage financing will attract builders in the metropoli- 
tan area with the result that rental projects that are needed will be 
built. 

However, the ratio of mortgage loan to estimated value has not 
been increased by the proposed legislation. This produces the possi- 
bility that the increase in the per room and per family mortgage 
amount limitation will not be reflected, due to the limitation of ratio 
of mortgage loan to estimated value remaining unchanged. This 
conclusion is based upon an analysis of projects that have been proc- 
essed pursuant to section 207 of the National Housing Act, as cur- 
rently in effect, where the criteria of ratio of mortgage loan to esti- 
mated value has been either lower than or slightly higher than the 
present $2,000 per room and $7,200 per unit limitation. 

That part of section 207 which provides for a ratio of mortgage 
to a value of 90 percent, where the project averages 2 bedrooms, with 
the maximum mortgage being no more than $7,200 a unit, should be 
liberalized to the same extent as the other section 207 subsections to 
provide a maximum mortgage loan of $7,500 per living unit. 

The metropolitan areas of our country have land development cost 
and code restrictions which work against development of this type of 
project; but it is felt that with this suggested increase that these 
projects can be economically developed. The large group of lower 
middle income tenants have not been accommodated since the war 
because of high construction costs. However, it is felt that with the 
suggested liberalization of the mortgage, under this provision of sec- 
tion 207, that it is possible that large-scale projects can be developed 
to accommodate this group. 

Sections 115, 119, 201: The proposed legislation provides that the 
maximum amount of mortgage affecting sections 213 and 207 shall not 
exceed the maximum mortgage amounts as same existed before the 
effective date ox the Housing Act of 1954 unless the President, pur- 
suant to section 201 of the Housing Act of 1954, authorizes a greater 
maximum amount, in no event to exceed the maximum amount as set 
forth in the proposed legislation. This requires affirmative action on 
the part of the President in order to put into effect the new legislation 
after its enactment by Congress. It is our belief that Congress in- 
tends to bestow the benefit of the new legislation for the coming build- 
ing season. This legislation must be considered by the separate com- 
mittees and then acted upon by both the Senate and the House of Rep- 
resentatives. It is expected that the enactment of this bill will permit 
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the utilization of this legislation in the 1954 building season. The de- 
lay, however, that might be occasioned by awaiting Presidential ac- 
tion, might suspend the effective use of the act until the 1955 building 
season. 

Minority housing: It is a concern of the building industry to pro- 
vide housing for minority groups. The problems in developing this 
type of housing are unique. It is anticipated that several of the 
problems will be resolved by the current legislation, principally with 
regard to the proposed liberalization of 213 mortgage proceeds. With 
less of a downpayment required, a greater number of the minority 
groups will be in a position to participate in the benefits of the act. 

It is also expected that the provision with regard to a 90 percent 
ratio of mortgage to value on a section 207 with a room average of 2 
bedrooms, can be favorably developed, provided that the mortgage 
amount can be increased slightly from $7,200 to $7,500, as heretofore 
requested. The projects developed pursuant to this section will pro- 
: duce housing at males une he unresolved problem with re- 

gard to developing a minority housing program of any substantial 
scale is the availability of mortgage money. There are savings in- 
stitutions that have taken minority housing loans and who have been 
satisfied with these loans in their portfolio. Nevertheless, the market 
for these offerings is limited and therefore, the loans are sold either 
at a substantial discount, or there is no market for said loans. 

It has been suggested that lending institutions might be more re- 
ceptive to these loans if the guaranty of the Federal Housing Admin- 
istration were not limited to the form of debentures. 

Mr. Ramer. I just want to make a few comments on the statement. 

The present program on section 213 is definitely on the downgrade 
under the present legislation. The main reason for it is the fact that 
there have been high downpayments recently, and those downpay- 
ments have been due primarily to increased costs of construction in 
the city of New York. I am from the city of New York and the 
associated builders represent the builders that are building in the 
city of New York. 

I think Senator Maybank inquired of a previous speaker why the 
downpayment had increased so substantially, up to the $2,000 that 
it is running now. That is due primarily to the increased costs of 
construction. In other words, the mortgage financing is the same. 
It is approximately $9,000 a unit. And the construction cost has 
gone up in New York City from 10 percent to 15 percent, which has 
increased the job from $9,300, let’s say, in the case of Dorey Miller, 
to about $9,990, with the increase in downpayment from $300 to an 
average downpayment of $1,000. 

It is my opinion that the proposed legislation will remedy this 
situation by increasing the mortgage financing and reducing the 
downpayment. However, there is one obstacle that I see in the pres- 
ent legislation, and that is the change in ratio of mortgage to estimated 
value, in place of the previous legislation, which related mortgage to 
replacement cost. Replacement cost was a fact. Replacement cost 
was based upon what a builder would go out and find what the build- 
ing would cost him to erect. Value is very indefinite. It is used 
by FHA, based upon capitalization. How FHA will be able to apply 
capitalization procedure, where you are dealing with nonprofit 
organizations, I don’t know. 
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I do know that presently where value is applied to land by the FHA 
local offices, by the district director and by the underwriters. that. 
there has been a great deal of difficulty, because in some cases they 
have just not arrived at figures applicable to land. 

If this same procedure is followed through with the entire process 
of the job, there is going to be great difficulty in determining definitely 
what you can get on a certain project. Builders have gone to 
expenses of probably $50,000 to $100,000 in order to initiate 
processing. 

It is our opinion that by changing from replacement cost to esti- 
mated value, there would be too much discretion in the hands of 
the district director and in the hands of the underwriter, and that 
the increased program for increased mortgage financing will accord- 
ingly be defeated. 

We think that the same formula used in the present legislation, of 
ratio of mortgage to replacement cost, should be adopted, rather than 
ratio of mortgage to valuation. 

Another objection to the bill is the fact that it provides for Presi- 
dential authorization in order to become effective. You have just 
made the statement that you expect the bill to be submitted on the floor 
on or about May 1. Once the bill is passed and once it has been signed, 
if we must await Presidential action we might have a greater delay 
and it will take us out of the 1954 building season and throw us into 
the next building season of 1955. 

The only experience with Presidential authorization was in con- 
nection with section 203, and in that one particular case, the President 
never acted affirmatively and the bill never took effect as a result of 
it. We are afraid that the same thing may happen here. But even 
if the President should act affirmatively, there may be quite a delay 
between the time that the builders act and the time that the President 
affirmatively acts on it. 

One other thing I have to say is in respect to something that the 
bill omits: The present law permits insured mortgages for coopera- 
tive corporations only. It is suggested that instead of insuring mort- 
gages made by a cooperative corporation, that a mortgage can be 
insured that is made by any mortgagor who, in turn has made a con- 
tract with a cooperative group to deliver the building to them upon 
completion. 

I think that will solve three problems. 

The first problem would be that it would take the assumption of 
risk from the cooperative group, in respect to increased costs due to 
strikes, weather conditions, and other factors. 

Secondly, I think that by forcing the builder to put up the cash and 
the working capital, instead of having him receive the proceeds of 
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get more responsible and substantial builders in the field. houst 

And, thirdly, I think it will eliminate a lot of difficulty that we are Ther 
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that group that interferes. If we can leave that interference out until 
the completion of the job, we will be in a better position to have an 
effective program. And I think the one way of doing that is by 
changing the legislation, so that instead of insuring only cooperative 
mortgagors, you insure any mortgagor, providing he has the contract 
to deliver upon completion of the job to a cooperative group. 

That, in summary, is what our memorandum says. 

The CuatrmMan. Thank you very much. 

Mr. Ramer. Thank you. 

The Cuarrman. Now, Mr. Donahue is not here. He will put his 
statement in later. 

The next witness is Mr. Johnson. 


STATEMENTS OF BYRON L. JOHNSON, ASSOCIATE PROFESSOR OF 
ECONOMICS, AND GENE T. SKRIVAN, CHAIRMAN, BUILDING IN- 
DUSTRY AND REAL ESTATE DEPARTMENT, UNIVERSITY OF 
DENVER 


Mr. Jounson. I am Byron L. Johnson, associate professor of 
economics, University of Denver. And I would like to introduce Gene 
Skrivan, chairman of our department of building industry and real 
estate management, at the University of Denver. 

If you don’t mind, I would like to have Mr. Skrivan make the 
opening statement. 

The Cuatrman. Without objection, your Outline of Housing for 
the Independent Aging, for Discussion by Nonprofit Groups, . by 
Byron L. Johnson and Gene T. Skrivan, will be placed in the record 
at the end of your remarks. 

The CHarrMAN. You may proceed. 

Mr. Sxrivan. We will take no more than 5 minutes to cover this, 
Mr. Chairman. 

The idea is new, since what we are discussing is housing the inde- 
pendent aging. This has been an area which has been completely over- 
looked by builders, mortgagees, people throughout the housing field, 
and, as such, it has turned into a kind of minority housing. 

We have approximately 14 million people over 65 now, and their 
number is growling at arate of over 400,000 per year. 

Now, in industry, from the mortgage standpoint, the aging are ques- 
tionable risks; hence, large downpayment, and short-term mortgages, 
because of the declining income cycle for that type of person. There- 
fore, it has been quite difficult for them to get an adequate type of mort- 
gage, and they have been at least jeopardized, if not denied, going out 
into the housing field to do this. 

The industry is not organized to provide for them. Speculative 
housing has in no way met any of the needs for this particular group. 
There have been some small projects, but they have been very minor 
in the percentage accomplished. 

In the existing facilities, we find that the aging populating is living 
in oversized units, in homes that are too large and, in many cases, 
run down. Their dilapidation, the proportion of the aging popula- 
tion living without such things as plumbing, running water and that 
sort of thing, is much higher than for the average population. And 
as a result they need homes which are peculiarly suited to their needs. 
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Now, what types of housing do the aged want? 

_ Basically, they need housing that fits their personal and family 
circumstances, that is suited to their living habits, and that which pro- 
vides for their independence. They don’t want to be housed in old 
folks’ homes. They don’t want to go out to “grassy acres.” They want 
to be right where they have grown up, where they have long been liv- 
ing. They are very stable in their living habits, and they need housing 
which situates them under those conditions. 

Now, one of the main reasons why we are here is because the only 
housing program which is easily adaptable to this is a trust corpora- 
tion, and the only housing program which includes trust corporations 
is section 213 of the Housing Act. The idea is that a sponsoring or- 
ganization would sponsor the trust corporation, since such a corpora- 
tion would have a perpetuity that would not be given by a person 65, 
70, or 75. And this is the only possible means that these people have 
to get adequate housing for their needs under adequate financing sit- 
uations, and at prices which they can afford. 

Now, who will undertake to provide housing for the aging! 
Churches, lodges, fraternal orders, veterans’ organizations, unions, 
professional organizations—people whose interest is in this particu- 
lar group. 

Now, the only way that they can afford it is by 40-year loans, under 
section 213, with 10 percent down, which is now provided for trust 
corporations. FHA may now issue a commitment for 90 percent of 
estimated cost of such housing. 

Now, we have already contacted a number of organizations con- 
cerning this plan, using section 213 as it is now set up. The pro 
change in S. 2938, from cost to value, is one which would make it ex- 
tremely difficult to go to such a group, such as a church, and ask them 
to take a chance on what value may be. The cost, they are willing to 
do. They are not a speculative group. Therefore, they are not inter- 
ested in speculating on the market. They are basically interested, 
though, in securing a sufficient amount of money so that they can 
adequately take care of their aged, but they must of necessity borrow 
on of a cost picture to give them a true value basis, and to operate from 
a truly sound financial condition. 

This housing for the aging should be absolutely economically sound. 
It should be one in which the individuals will receive housing they will 
pay for, but it will be one which will make a difference. It will make 
a difference in the housing suited to them; it fits their income and 
leaves them in the community to which they are adapted. 

The sponsors which we have talked to have all been enthusiastic in 
their reaction. The Congregational Church of Denver—I am talking 
now about the sponsors in Denver we have talked to—and the Baptist 
Church, the Lutheran Church, the Christian Church, the Jewish 
Family and Children’s Service, the Episcopal Diocese, Catholic Chari- 
ties, Nursing Alumni, Retired Teachers, and the Methodist Church. 

The Cuarrman. Let me say this: You may have a good idea. 

Mr. Sxrivan. I think it is a whale of a good idea, sir. 

The CuatrMan. I wish we had more time. I wish you would pre- 
pare more information on it and place it in the record. I wish you 
would spend some time with Mr. MeMurray here, of our staff. You 
may have a good idea. 
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(The additional information requested follows :) 


UNIVERSITY OF DENVER (CoLORADO SEMINARY), 
COLLEGE OF BUSINESS ADMINISTRATION, 
Denver, Colo., April 3, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR CAPEHART: We attach herewith the full statement that we would 
have made if we had had time to do so last week. I want to express our deep 
gratitude to you personally for your courtesy in hearing us and for the friend- 
liness of your response to this proposal. Your courtesy to us in view of your 
other engagements was most heart warming. 

Frankly, we believe that if our church or other sponsoring groups can bor- 
row, through a trust, 90 percent of cost, we will have no difficult in carrying 
out experimentation with this type of housing. We have grave doubts about 
the wisdom or propriety of asking church or other nonprofit sponsors to risk 
sums of money in planning a housing program when they cannot know until 
after they have invested many thousands of dollars in land and plans what 
FHA will estimate the “value” of a proposed project to be. We trust that 
you and your committee will be able to work out some resolution of this proh- 
lem that will not impair in anyway the opportunities we see in the use of the 
trust corporation under section 213. 

Mr. Skrivan joins with me in expressing our very real gratitude to you for 
the opportunity you have afforded us. 

Sincerely yours, 
Byron L. JonNson, Associate Professor of Economics. 


STATEMENT OF Byron L. JOHNSON, ASSOCIATE PROFESSOR OF ECONOMICS, 
UNIVERSITY OF DENVER 


Mr. Chairman and members of the committee, we appreciate very much the 
opportunity you have afforded us to discuss briefly this morning a completely 
new proposal we have been developing to use the trust form of organization 
in order to build, under section 213 of the Federal Housing Act, housing for 
the oldest members of such consumer groups as churches, labor unions, luidges, 
fraternal organizations, and the like. 

I am Byron L. Johnson, an associate. professor of economics at the University 
of Denver and I have with me this morning my colleague, Mr. Gene T. Skrivan, 
chairman of the Department of Building Industry and Real Estate, also of 
the University of Denver. We have been engaged for more than a year in 
studying the problems of providing better housing for the senior citizens of 
our country. There are already 14 million aged persons, that is persons over 
65 years of age, and their number is growing at the rate of 400,000 each yeur. 
Most of these people desire housing which will preserve their independence 
and permit them to live their own lives as they see fit. We think it is sig- 
nificant that in 1950 only 3.14 percent of the aged population were in institutions. 

Tables 1 and 2 show the breakdown of the institutional population among 
the aged, by sex and age, and by type of institution. 

The aged are often left with relatively low incomes because only a small 
percentage of them are at work; most of them are living on savings or on 
pensions or on income from members of the family and the like. Because of 
their income situations they usually cannot afford new, expensive, attractive 
homes. The attached tables 3 and 4 show the income position of the aged. 
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TABLE 1.—Number of persons aged 65 and over and number and percent in 
institutions, by age and sex, 1950 
































| All persons 
zs Persons aged 65 and over in 
age ge institutions 

Age and sex {ere thoy ga Seal a aes taal Mia. 

| oo ame ¢ 

j total popula- 

| 1950 1950 tion aged 65 
and over, 1950 

Total. ___- popeiiy ilsacaist ke donckowkatiae eee 12, 269, 537 385, 419 3.14 

65 to 69__- iter no busvetccns Sibatee hese 5,002,936 | 88, 671 1.77 
Gs cis digeeten vst <tlltaitl a th aneginidpias Sthrseiacs: tan 3,411, 949 87, 205 2. 56 
SG tk : actos | 3,277, 751 155, 229 4.7 
Gee, eee cae ‘ . 576, 901 5A, 314 9.41 
Maes. Sect ih did. BD caper ere nnn -enedec}-»,; Sy TQ 06! 175, 264 |e 

65 to 69__- i Eh PEE =. 2, 424, 561 | 48, 629 | 2.01 
WOME. 81h AL. cd se Pa ee ee ee 1, 628, 829 42, 390 | 2.60 
POONA 60k 5 Ra csntete ws ; sla ‘ 1, 506, 756 | 64, 667 | 4, 29 
eM deen thd thie<nbkas wth ne dpberorpeadirs ; 236, 828 | 19, 578 | 8.27 
Women.. hg. ...-| 6,472,563} 210,185 |. 

65 to 69..__.._.__.- —— 2, 578, 375 40,042 | 1.55 
TOW AS kts ss iat ee 1, 783, 120 44,815 | 2.51 
ie. ..-.... dina 1,770, 995 90, 562 | 5.11 
ee ele entbiniiratiaee be « wquynigeias a 340, 073 34, 736 | 10. 21 











Sources: Bureau of the Census, U. 8. Census of Population; 1950, vol. II, Characteristics of the population» 
pt. 1, U.S. Summary, ch. B, pp. 90, 92, and vol. [V, Special Reports, pt. 2, ch. C, Institutional Population, 
p. 15. (This table taken from Social Security Bulletin, October 1953, vol. 16, No. 10.) 


TABLE 2.—Persons aged 65 and over in institutions, by type of institution, 1950 





Vea | i Pereentage 
Type of institution Number | distribution 


_ —_ eee = —— |—-— — 























WO sos i SUR ces Wid sneha 419 | 100.0 
pe Oe er »f 56.4 
ee ae RS SE) pee 200 60, 424 | 15.7 
Federal-State.._____- i ee 14, 218 | 3.7 
ees. benth. oo onde “—s Jose pan oes : 3 46, 206 | 12.0 
eins - -4fgtsi--echirdate--debie dibiA os -ancinwynkc-achaal | 187,112 40.8 
Voluntary (nonprofit) - + page detwEnhcs fkeach eee 65, 204 16.9 
Proprietary (including nursing homes)____.__..____________- 5: | 91, 908 23.8 
Mental hospitals __- ce en a a ene 141, 316 36.7 
Dee tek. aa ese, . ea. etl. elt ole, li sek 2, 674 a 
State-local.. wes ted Sipms-osiphlaed fal ap athena pea eal Aingnape ch itd 131, 822 34.2 
dan Me re ee ee 6, 850 | 1.8 
Chronic-disease hospitals. _.____.___- ~ Ape abies. shilin tahiti dts anh Bed 8, 857 | 2.3 
Tuberculosis hospitals ........... ...___- wld ~ seat entesienn deste ensth uieliind | 6, 592 1.7 
Correctional institutions. _- : im dstin baa vede ; 5,140 1.3 
Homes and schools for mentally handicapped_...............-------- 4,184 1.1 
Other. <..:. Ls a Saseice tek aebtekene Tous 1, 764 5 











Source: Bureau of the Census, U. 8. Census of Population: 1950, Special Reports, pt. 2, ch. C, Institu- 
tional Population, pp. 16-18. (This table taken from Social Security Bulletin, October 1953, vol. 16, No. 10 ) 
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TaBLe 3.—Percentage distribution of income in 1949 of nonfarm primary family 
or primary individual, 65 years of age and over, and under 65 years 


| | Total | 
Income |} Under 65 United 65 and over 

States | 

| 
Over $7,000 ‘ | 8.0 | 7.4) 4.8 
$5,000 to $6,999 | 13.0 11.7 5.1 
$4,000 to $4,999 13.4 12.1 4.3 
$3,000 to $3,999 21.8 19. 6 8.3 
$2,000 to $2,999 19.3 18.4 13. 
$1,000 to $1,999 13. 1 13.9 18. 1 


Less than $1,000 11.4 16.9 | 46.3 


Source: U. S. Bureau of Census, Special Tabulation for Division of Housing Research, Housing and 
Home Finance Agency, July 1951. One-in-a-thousand sample of nonfarm dwelling units. Sample is not 
suitable for use to secure State or local figures. (This table taken from Facts for Housing the Aging, com 
piled, for the University of Michigan, Fifth Annual Conference on Aging, July 24-26,°1952, Ann Arbor 
Mich.) 


TABLE 4.—Numbers and percent of persons 65 years and over receiving income 
from specified sources (December 1951) * 


Number (in millions Percent 
Source of income . 


Total Men |Women Total Men ‘(Women 


All persons 65 years and over 13.0 6.1 6.9 
Income from specified sources 
Employment 4.0 2.5 1.5 30 41 22 
Earners 3.0 2.5 5 23 4l 7 
Wives of earners 1.0 1.0 7 14 
Social insurance and related programs 
Old-age and survivors insurance 3.3 1.8 1.4 25 30 2 
Railroad retirement 3 2 l 2 3 
Government employee retirement programs 3 2 l 3 4 $ 
Veterans’ compensation and pension program 3 2 l 2 3 2 
Other ? l l 1 2 
Old-age assistance te 1.3 1.4 21 21 20 


Some persons received income from more than one of the sources listed 
? Wives of male beneficiaries of programs other than old-age and survivors insurance and railroad retire- 
ment 


Source: Estimated by Social Security Administration from Bureau of the Census data and reports of 
agencies administering social insurance and related programs and old-age assistance Estimates are pre- 
liminary. (Table 4 taken from Facts for Housing the Aging, compiled for the University of Michigan, 
Fifth Annual Conference on Aging, July 24-26, 1952, Ann Arbor, Mich 


Instead, many of the aged are living in oversized units or in dilapidated units 
A special study prepared by the Bureau of the Census in agreement with the 
Division of Housing Research of the Housing and Home Finance Agency shows 
that only 66.4 percent of the aged were living in housing in 1950 which had 
private toilet, bath, and hot running water. (See table 5 from study attached. ) 
By contrast 72 percent of those persons under 65 years of age live in houses having 
private toilet, bath, and hot running water. Eleven and three-tenths percent of 
the aged do have private toilets, bath, and cold running water, but most of them 
live in a dilapidated house. Twelve and eight-tenths percent of the aged had 
running water but no private toilet or bath, and 8.4 percent did not even have 
running water available to them. 

Not only do the aged live in dilapidated units, but usually they occupy over- 


j size units as well. Fifty-eight percent of the aged live in houses involving five or 
more rooms although they have smaller families than households headed by 
j persons under age 65. See table 6 attached. 
44750 —54—pt. 1 65 
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TaBLe 5.—Condition of dwelling units—Condition and type of plumbing equip- 
ment of all housing in 1950 by heads of family over and under 65 years in 
nonfarm areas 





Total Under 65 | Over 65 






















































































Over 65 
Condition ake ieee paws as per- 
cent of 
—- Percent 2 Percent = Percent} total 
Sie niin sis case <n ivig~e esse 34,084 | 92.9 | 28,902 | 93.1} 5,182 | 91.6 15.2 
Private toilet, bath, and hot running 
a naa oe anal 26, 224 7.15 | 22, 468 72.4 3, 756 66.4 14.3 
Private toilet, bath, and cold running 
ne 1, 222 3.3 995 3.2 227 4.0 18.6 
Running water, no private toilet or 
ah, sistncteinnnehd waninaddinhle<emed 4, 227 11.5 3, 504 11.3 723 12.8 17.1 
Norunning water_..............---.-. 2,411 6.6 1, 935 6.2 476 8.4 19.7 
ee ees 2 2,613| 7.1 | 2,137 6.9 476 | 8.4 18.2 
Private toilet, bath, and hot running 
water_____. nina 585 1.6 522 1.7 63 1.1 19.8 
Private toilet, bath, and cold running 
QS 66 oan ccccccsecyseyescescoouge | 2,028 5.5 1,615 5.2 __ 413 7.3 20.4 
eres. elie ay 36,697 { 100.0 | 31,039{ 100.0 0.0 | 5,658 5, 658 68 | 100.0 100.0 15.4 





Source: United States Bureau of the Census, special sample tabulation of 1950 census data prepared under 
azreement with the Division of Hovsing Research, Ho’ sing and Home Finance Agency. (This table taken 
from Facts for Housing the Aging; compiled for the University of Michigan Fifth Annual Conference on 
Aging, July 24-26, 1952, Ann Arbor, Mich.) 


TaBLe 6.—Size of dwellings, number of rooms in dwelling units by heads of 
family over and under 65 years of age in 1950 in nonfarm areas 





Total Under 65 Over 65 Over 65 


Number of rooms ee ee ee tne ne Seen dont of 
Number) Percent] Number} Percent] Number| Percent] total 














Dio Sais sts anninnenenanciteniiiie statis 977 2.7 769 2.5 208 2.7 21.3 
2.. a 2,77 7.6] 2,344 7.5 430 7.6 15.5 
a. 5,553] 15.1] 4,829] 15.5 724| 12.8 13.0 
| EIA EA aR 8,056] 22.0] 7,01] 22.7] 1,012} 17.9 12.6 
B75. 562 desc e cle BL st 8.178 | 22.3) 7,072} 228] 1,106) 19.5 13.5 
ee a ee eee Swit 6,376 | 17.3] 5,331] 17.2] 1,08] 185 16.4 
Vaitiiine teste etsie set ided dihdatahs veld 2, 435 6.6 | 1,913 6.2 522 9.2 21.4 
Be on niece cen restericc new nbapenieekibied 2,348) 64) 1.737 6.6| 611} 10.8 26.0 

WRG ih dabess feiss ph areas cs | 36, 697 100.0 | 31,039 100. 0 5, 658 100.0 15. 4 





Source: United States Bureau of the Census, special sample ta! ulation of 1950 census date prepared under 
agreement with te Division of Housing Researe” , Housing and Home Finance Agency, (This table taken 
fom p. 27 of F scts for Housing the Aging; compiled for The University of Michigan Fifth Annual Conference 
on Aging, July 24 to 26, 1952, Ann Arbor, Mich.). 


The aged often experience a feeling of extreme insecurity, not because of 
inadequate income but because they live alone. They fear the possibility of a 
fall or an illness with no one to notice their illness or their failure to appear 
at meal times. As a result they lead lonely and frustrated lives. Beeause their 
families are grown and no longer dependent upon them, they often have a feeling 
of uselessness as well which makes life hardly worth living for them. They 
desire companionship ; they desire a feeling of being needed; they wish security 
in a psychological sense just as much as in an economic sense. They want to 
be housed decently, and yet they want to feel that what they have they are pay- 
ing for—tbat it is their own. Unhappily for them the market provides practically 
no opportunity to buy houses. The few that are available are very high cost 
because of their particular circumstances. 

The reason for the lack of housing for the aged in the commercial market is no 
hard to understand. The aged are relatively questionable as a mortgage risk. 
Hence there is usually a large down payment required of them, and the only 
mortgage given them is a relatively short-term mortgage, with resulting high 
monthly payments. The consequence of all this is that only the well-to-do aged 
can easily qualify for a new house in the open market. 
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From the landlord’s standpoint, many are doubtful about renting to the 
aged because they fear the aged may become ill and be unable to pay their bills; 
or the aged may require expensive medical care. He fears that they may 
become a very real burden upon him and require more and more of his attention. 

From the builder’s standpoint, the market has been so good for housing for 
young families for the last 10 to 14 years that he has kept busy building homes 
on a speculative basis that he could sell directly to young or on contract with 
the young and middle aged. He has not thought to cultivate the market for 
housing among the aged. From the standpoint of rental housing, speculative 
builders have managed to do very well building for the young bachelor person, 
the young married couple, and the childless couple, and here investors have not 
thought to cater to this market. The aged are not likely to develop organizations 
through which they can provide housing for themselves. No case of consumer 
cooperatives, for example, composed of the aging has ever been called to our 
attention. The likelihood that older persons will organize a new corporation to 
build housing for themselves on any general basis is very small. 

As noted above, the aged who are dependent are now being housed in mental 
institutions or in nursing homes or in hospital beds of all manner of descrip- 
tions—some bad, some good, and some indifferent. We do not believe that we can 
provide housing for those who are already in this group on any economic basis 
that the typical aging person who has become dependent can afford. But since 
97 percent of the aged still have some form of independence these are the group 
for whom we are concerned. Some of the independent ones own or rent adequate 
homes. Some live with members of their families or other relatives, sometimes 
happily ; sometimes not so happily. Some rent and some own homes that are old, 
too large, and rundown. But many are renting quarters that are not only too 
expensive but also already slums. In Denver we find that many of them are living 
in old rundown hotels. Some are residing in institutions, such as nursing homes, 
that are loaded with chronically ill persons. Such housing is relatively expen- 
sive, and may give old-age homes a bad reputation. Furthermore, these homes 
for the aged are usually old buildings which have been converted to this purpose. 
We have examined some of the homes in Denver where the aged live, and we find 
that in many cases the aged are physically prisoners in such institutions. They 
must climb a half flight of stairs up to the structures from the ground simply to 
get into the living quarters. Furthermore, in most of these homes they must then 
climb a full flight of stairs to get to a bathroom or to bedroom facilities. The 
woman who lives in a house of this sort and who does her own laundry may have 
to go down a full flight of stairs to a laundry in the basement and then climb a 
half flight of stairs carrying a heavy wetwash out to the yard to hang it up. For 
those aged of limited physical strength this type of housing virtually makes them a 
prisoner in their own home. For those who are living in such homes the only way 
their independence can be restored is to provide them housing which is suited to 
their physical condition. 

Many of the larger homes that take aged persons in, even though sponsored by 
charitable or nonprofit groups, tend to become institutions that make “inmates” 
out of the residents. Some of them require the person to transfer all of his prop- 
erty to the home at the time of his admission. The result is that he no longer 
controls his own income or property, and he really is not free to leave the institu- 
tion if his circumstances or his desires change and he wishes to leave. This 
appears to us to be a way of destroying the independence of the aged. We are 
anxious to provide housing which avoids this type of financial arrangement. 

In my own neighborhood there is a home for the aged which is located literally 
miles away from the nearest shopping center, theater, church, or any other social 
organization or any other person who might wish to visit the aged or whom the 
aged might wish to visit. The only opportunity for aged living in such institu- 
tions is to ride in on a private bus or station wagon to the city at hours that match 
the schedule of the station wagon or bus. Putting the aged out “to farm” on 
“grassy acres” is not a preper solution. This may be an appropriate treatment 
for a faithful old horse, but it seems indecent to put our senior citizens out of 
sight and probably out of mind in a fashion which makes them prisoners of the 
location of the housing which has been provided. The facilities should not be 
situated away from friends, families, community ties, and community institu- 
tions. They ought to be near or on a transportation line that provides proximity 
to the library, the church, the lodge hall, and the other institutidns which have 
meant much in the enriching of the lives of the aved persons. 

What kind of housing do the aging want? There is an interesting study in 
contrasts here. We have recently been providing housing which is ideally 
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suited to the aged. We have been building houses that are all on one floor— 
the kitchen, the living room, the dining room, the laundry, the bathroom, and 
the bedroom all on the same floor. So even a person who has a bad heart or bad 
legs or a game hip is able to move around freely from one unit to the other 
of this household without impairment. Furthermore, these houses have been 
built without basements; they have been built right next to the ground, with 
only a single step into or out from the yard. The residents can move freely 
from the inside of the house in good weather to the outside without fear of 
falling or without fear of heart strain from the flight of stairs that may be 
involved. This is the typical contemporary home. Hundreds of thousands of 
these have been built each year for the past 10 years and they have been sold 
to women and men in their twenties, thirties, and forties, but to only a few in their 
fifties. As a result, 40 years from now we will not have so serious a problem 
of providing adequate housing for the aging because many more of the young 
people of today will be able to maintain themselves comfortably in old age in 
the homes they now possess. 

But today’s senior citizens, those of the generation that is closing, are 
not living in these houses but rather in the 2-, 3-, and 4-story houses of the 
Victorian era. We tind the aged want houses that are designed to suit their 
personal and family circumstances. The children are grown; a 1-bedroom or 
a 2-bedroom apartment at most is quite adequate. They want an efficient little 
kitchenette and dining space, private bath, and a living room. They want to 
entertain in the privacy of their own residence unit. 

They want units specifically designed to meet the limitations of their strength. 
A few will desire simply a residence hall or hotel type of structure. This 
is particularly suited for those who do not desire to do their own cooking 
but prefer to eat out. This may be true of the retired man who has always 
been a bachelor and is accustomed to eating out and not preparing his own 
meals. It will also be desired by those who have become chronically ill or 
are bedridden, and who are not up to the demands of housekeeping. They want 
a simple bedroom, living room, and bath combination. 

These houses should be built of materials that are easy to keep clean and 
maintain, which do not demand a great deal of effort on the part of the house- 
keeper. They should be located, and this is very important, on a bit of ground 
with some open space around so they can have some shrubs, trees, and flowers, 
so that they can sit out in the fresh air and sunlight, so they can play light 
outdoor games, so they may enjoy flowers and beauty, so that they may entertain 
and visit in privacy and comfort close to their own residence unit. They ought 
not to have a long walk from their residence unit to the outside. 

They want housing, in other words, that preserves their independence in every 
way possible. These houses or housing units should be located near public 
transportation, near shopping, near community recreation, so that they can 
attend the churches they have always attended, the lodges and other organized 
groups. They should be located where medical facilities can be obtained’ easily 
and where those who feel up to it can enjoy such employment opportunity as they 
wish. 

Someone has suggested that old age is like adolescence in reverse. That is 
to say, just as the adolescent is seeking to leave dependence and achieve in- 
dependence, so the senior citizen seeks to preserve his independence drid’ poxt- 
pone and prevent in every way possible the acceptance of increasing dependence 
upon others. The type of housing, the price of housing, and the conditions 
surrounding housing can have a great deal to do with the preservation or destruc- 
tion of their independence. 

We regret to report that our studies so far indicate that many of the housing 
facilities now provided, both publicly and privately, have ended by destroying 
their independence rather than by preserving it. We believe that the independ- 
ence of the aging and a feeling of freedom is an absolute necessity. Yet with it 
there must be a kind of security and assurance that there are those nearby who 
care and who can, in case of an emergency, be called upon to help. Too fre- 
quently in our society we have been asked to give away security in order to obtain 
freedom, or we have been asked to surrender freedom as the price for security. 
We believe that it should be possible in housing as in other areas to secure 
independence or freedom and yet provide security. And we believe that the 
program that we are about to present is a program which achieves this very 
goal. 

As IT have said, we have been engaged in research on this problem for a con- 
siderable period of months now, in response to requests from church and pro- 
fessional groups. They asked us to find a solution to the problem of providing 
decent housing at economic rentals within the means of the senior citizens be- 
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longing to these groups. We have reviewed the various solutions that have 
been tried in the past and are currently available. It seems to us that they 
fall within three basic groups. 

rhe first of these groups is private charity. One can find scattered across 
the length and breadth of the land a small number of homes which have been 

uilt by donations and subscriptions raised by churches, lodges, fraternal orders, 
a few unions and other such groups. These homes are often quite attractive 
some of them are quite old and some of them do not embody the design that we 
have suggested above. But with a high investment per person served and with 
most of the investment being raised by gifts or subscriptions before construction 
is undertaken, it is not surprising that the number of such housing units avail- 
able is very limited 

Incidentally, because the number of units available is limited, these institu 
tions have often been forced to take care of only the most desperately needy of 
the persons they were intended to serve. As a result the age of admission has 
been moved up from 65 to 70, 75 and in some cases SO years of age. 

Secondly, medical need has often been added to the requirements so that these 
nstitutions become loaded with the chronically ill cases. As a result of this, 
the institutions appear to be very high cost institutions and they appear to be 
lepressing places where everyone lies around in bed and is given nursing care. 
This often means that the original intent to provide attractive housing to inde 
pendent aged persons is lost from view because there are simply not enough 
units to provide everyone with this opportunity and when the opportunities are 
limited they must almost of necessity be made available only to the most needy 

We doubt that very many people will ever be accommodated on a basis of pri- 
vate charity. ‘This solution does not appear to be one that should be suggested 
in face of the tremendous growth in numbers of aged persons, and the adverse 
response on the part of both sponsoring groups and even of the individuals 
served to the idea of charity. In order to preserve one’s independence, one will 
often live in squalor which is his own rather than in splendid circumstances 
which depend upon the bounty of others. 

The second solution we find in general use, although in limited numbers, might 
be called direct public subsidy. The old county poor farm became as yau know 
largely a home for the aged. Also State hospitals are receiving an increasing 
number of admissions of aging persons, especially those deemed senile. This 
solution is open to very serious criticism on the part of the community gen 
erally and one finds very few such institutions being built these days. 

The most general complaint is that the only way one can be admitted to such 
institutions is by a form of public commitment. This involves a trial or hearing 
before a court of competent jurisdiction. It involves admission not only by the 
aged person himself, but usually also by his family and friends, that he is both 
incompetent and that there is no one else in the community who can or will 
provide for him. It usually also means that the commitment is for life, that a 
person once admitted to such an institution is not likely to be discharged from the 
institution. Therefore, aged individuals and their families resist to the last 
possible moment placing their senior citizens in such homes. Such institutions 
also involve the use of civil service personnel in the provision of services to the 
individuals, and as a result are relatively high-cost housing, regardless of the 
adequacy of the housing either in number or quality. We do not see this as a 
desirable solution of housing for the aging. 

The third and only attractive solution is, of course, predicated upon a private 
enterprise type of operation. That is to say, it is housing which is provided 
on a basis which preserves the economic independence of the aged person. It is 
on a basis which covers all of the cost through rentals or other payments by or 
on behalf of the resident of such unit. It is housing which preserves the inde 
pendence of the person in the routines of his daily living. That is to say, it is 
housing in which he can decide for himself when he shall get up, how his unit 
shall be furnished, what he shall eat, when he shall zo out and when he shall come 
in, when he shall go to bed, and when he shall stay up. 

Te independence and privacy of the aged individual is a precious thing, just 
as it is for all of us. It ought not to he destroyed by a member of one’s family, 
or by one’s own church or one’s own lodge or one’s own community in the mis- 
taken notion that the only way we can provide decent housing for these persons 
is by taking from them their independence and their privacy. 

Well, I suppose by this time, gentlemen, you may be wondering how this 
can be done. We believe that there is contained in section 213 the possibility 
of doing this under the trust form of organization and this represents, we be- 
lieve, the first likely solution of a private enterprise nature. We believe, how- 
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ever, that if the trust form works out successfully that it is possible that specula- 
tive builders or investment builders may be more willing to experiment with 
new housing for older persons on a straight investment basis. However, this will 
probably have to wait upon the successful demonstration of the trust form. 

Section 213 of the Federal Housing Act permits the FHA to insure housing 
for trust corporations to the extent of 90 percent of replacement cost, for a 
period of 40 years at interest rates up to 414 percent. We have thought that an 
individual church, or lodge, or fraternal order, or veterans group might create 
such a trust and secure a piece of property, and then design, finance, construct, 
and operate a suitable home for its own senior citizens. However, we find upon 
study and investigation and from experience that the cost of operating a housing 
project is quite high if the number of units in the project is small but that the 
unit cost of operating a rental housing project is fairly low if the number of 
units runs between 200 and 300. 

From the standpoint of the aged residents, if there are only a few residents 
in the project the likelihood of any particular resident finding another who 
shares interests in common with him is small. But as the number grows to say, 
three to five hundred the chances of any persons being lonely among such a group 
are greatly reduced. Yet the number of persons in the group is small enough 
that he can know most of them personally and the number is large enough so 
that he should find among the group persons who share enough things in common 
with him that he will not be lonely. We have heard testimony privately from 
managers of homes for aged persons suggesting that even though they had as 
many as 60 persons in a home these persons were still lonely because they could 
not find anyone with whom they shared much in common save membership in the 
same organization. Our own church, which is among the first of the groups in 
Denver to become interested in this project, needs housing for perhaps 60 persons 
of the more than 300 aged members of the church. Our own church committee 
on a home for these senior citizens therefore proposes that other churches 
similarly in need of suitable housing for some of their older members combine 
their efforts for a solution to this problem. Our church instructed us therefore 
to contact and meet with other churches and discuss the possibilities with them 
of joining with us in an interchurch project. We have felt that this is a far 
better solution than having any single church build its own housing independ- 
ently. There are a number of reasons. In the first place, the problem of housing 
the aging is not peculiar to any single group but is common to all groups of this 
sort within the community. Secondly, we have felt that there was financial 
strength to be gained in having a number of such groups interested in the suc- 
cessful operation of such housing and each capable of providing so many tenants 
that there would be no risk of vacancy or losses from vacancies. But most 
especially we have felt that while any single large congregation could success- 
fully finance, construct, and operate a home for its own senior citizens, the solu- 
tion to the problem in Denver would not be transferable under these circum- 
stances. That is to say, we believe that in the smaller communities only through 
the cooperation of the various societies, lodges, churches, fraternal orders, vet- 
erans groups and so on, can we expect to bring together sufficient resources to 
build an adequate institution. 

Inasmuch as it appears that our proposal would be the first in the country 
to use section 213 we are very anxious that it be a project of a sort that could 
be duplicated, if only in miniature, in any size community in the country. Mem- 
bers from each of these groups have expressed their desire to participate in such 
intergroup action because they feel that is the finest form of cooperative action 
involving local initiative in the solution of alocal problem. Section 213 authorizes 
FHA insuring of trusts and we believe it to be a peculiarly suitable form because 
the trust represents the interests not only of the present aged but of the younger 
persons in the sponsoring group as well, for whom the day may come when they, 
too, will desire this type of housing. In other words, the trust corporation created 
by the sponsoring church or churches or other such institutions would be the owner 
of the property. 

The immediate beneficiaries of the trust would, of course, be those persons who 
were first admitted to tenancy in the housing facilities. However, the other mem- 
bers of the sponsoring organization would also be potential beneficiaries. There- 
fore, the first residents would only have a life interest in the housing and would 
not build up, by reason of tenancy, any special interests in the trust corporation. 
Indeed, we do not see any other form of corporate arrangement so peculiarly 
suited to the needs of our social institutions to help their older members maintain 
their independence and their security in their declining years. 


we 
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If the present law remains unchanged, the trust corporation would raise an ini- 
tial 10 percent of the cost of the project, would buy land, plan facilities, file for an 
FHA insured mortgage on the remaining 90 percent of cost, borrow the money, 
construct and operate the facilities. 


I. One-bedroom unit 





Cost: 
Sn ee oe ti his Didivenbbemmnadeiaaiebelaind $4, 000. 00 
Cee a aleee ae acetal actin 1, 000. 00 
ns ee ke ch obits che decid deh eatdichehadiatmnkclghihiaids 5, 000. 00 
Items of expense (monthly): 
EE OU SCORING En od nic neincenbinawewes 22. 48 
i li alt A ME Nl IE: s aasicill aalleahh Ueiiassiaeshareienantethngherspabehoadbentes 1. 80 
ae: TUE SS No i wl erence esneomnsideenatnens 0. 00 
Operating expenses: 
SI sy erptecahotinlth meesdetttacnahestudtraeeg tatedais Geile ica wehills wagon abla ak be $6. 00 
ail atlaeca niall acai aee At ai ae eclihhanibs 1. 00 
Ne nn ee els las 1. 00 
i ete 3. 00 
I” ORI UII elle sia Ieniceasianelicoanenentbipuatnenen 1. 50 
PINT votes cascria ch cline en ganieneia eanalati inmidegalantani aanaieiaiaNabda nied . 25 
SET, CI ca cl cisinenecedingiocinneeteabaiietih . 25 
TERI Ws TOE II ons cccresec utter pencncimeegp meneame 3. 00 
—_ 16. 50 
Ne en een ee seiaegbaevanih neato 2. 25 
ee ee dt atdthesel in dtineedlieidena BS debe 2. 00 
45. 00 


130 units will take care of 60 to 75 individuals. 
2This allows $18,000 for service buildings such as recreation on 30-unit basis or $90,000 
on 150-unit basis. 


IT, Two-bedroom unit 


Cost : 
I 
nt Bi 1, 000. 00 
TI ee 6, 000. 00 
Items of expense (monthly) : 
Principal and interest—40-year___.......__-.-----.-------. slag 26. 98 
BI Nas cites ices Dicdeenen oa a al alah 8 cass se scat pein leadetinieinieaitnoion 2. 00 
TE COE IND anos is itch deine ci cecntnnetncindceremcenstniennr 0. 00 
Operating expense : 
NS \ Apeibbunaidis esd tebeidn nebbicnditibtinnoenetapt $7. 00 
Nahe ih aptlis Seat Nia dca nalatindntiab arent pabentnsiaetalaiaee 1. 00 
aaa ata hacen sa aati canis ictasinieiigs aostelieapenteaiataiiaet 1. 00 
iil tiated Relat enti h withhsteineincsmtieigainaeaiies 4. 00 
maar TRG react ic sie etic ttc mhicininnsieeen 2. 00 
cis ates cinsecab hanced cn Ses data lan Sian Cities nae tit nines ® . 50 
TOU GRR | RT aii ih sk i neicsin cee nntiamtiniinn~dae . 50 
Revervs. Gor Tem COMNNN Es aa ss ese swine 4.00 
_—_—_ 20. 00 
a Et I ce a 2.70 


ICI teers thicinn chitin tien endintceowsen eo neenradewsetines: 4. 32 
55. 00 
2150 units will take care of 300 to 375 individuals. 
2 This allows $18,000 for service buildings such as recreation on 30-unit basis or $90,000 
on 150-unit basis. 

We believe that the apartment facilities can be provided for $5,000 or $6,000 
a unit, depending on whether it has 1 or 2 bedrooms. Residence halls can 
be built for perhaps $4,000 per person served or less. We could rent the 
apartment units for approximately $45 or $55 per month, and the residence 
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halls for something less than this, depending upon the amount of space and 
facilities provided. But this means that two persons sharing the rental of sures | 
the 2-bedroom unit would each pay $27.50 per month and that persons sharing } tion be 
smaller facilities should be able to get by on even less. Even persons on the ' We 


old-age pension rolls could pay an economic rental. | few m 

Our rental quotation includes, as the attached exhibit demonstrates, all ; may & 
operating expenses as well as principal and interest and insurance and taxes a littl 
if applicable under the law of the particular State in which these would be from | 


built. becom 


Frankly, we do not wish at this point to open the debate as to the extent percel 
to which church-owned property should be taxed. Our private opinion is that or, if 
if the property is used for residence rather than for church services it should difficu 
be taxed but we recognize that this will vary from place to place based upon failur 


the State’s own law, and the interpretation in the particular area. The suc- 4 inten¢ 
cess of our proposal does not depend upon the extent to which property taxes Let 
will be applied. However, the question always comes up in discussion and devel 


therefore we bring it out here so the records may be clear on this point. The to a ¢ 
important question here is providing housing for the aged, not how the States that | 
should devise their property taxes. why 
Our primary concern is to provide residence halls and apartments for the an e 
aged. However, we recognize (and here again sec. 213 is a very real help) memt 
that there will be need for some central facilities. For example, there should the v 
be a dining hall, perhaps on a self-service as well as table-service arrangement, In th 
that would permit the aged to take their meals out when, as, and if they readi 
chose, within reasonable limits. This building might also double as a recrea- have 
tion and assembly hall for such community purposes as the aged may them- erno! 
selves desire. We believe that certain creative activities are desirable in the legis! 
interest of enriching the lives of the aged and that space should be provided and 
for them to work out whatever special interests they may have, be it wood- Mini: 
working or painting, be it cardplaying or quilting. of th 
Section 213 permits 10 percent of the overall cost of the project to be invested follo 
in community facilities to serve the residents of the project. This should be ist ¢ 
ample for all the central facilities for social and recreational purposes that the Cath 
aged may desire, and at the same time provide the necessary office and mainte- Nati 
nance facilities for the actual operation of the housing project. We believe that and 
the tenants themselves should develop tenant councils, and on their own initiative Chri: 


work out the recreational services that they wish. We want to avoid program- 
ing their day to the point where some recreational director takes from them the 
independence which we are seeking to provide them. In other words, they should 
not only be free to participate, they should be free not to participate as well in 
whatever program may be devised. poss 

If the number of persons served is large, and other medical facilities are not man 
immediately available, the central facilities might include a small office for a 
nurse and for a doctor to make outpatient calls. The aged who do not have their 
own health-insurance arrangement might develop a form of group insurance to 
cover some of the medical expenses and to help them meet the other costs of 
medical care. Experience in other cities that have provided creative oppor- 
tunities for the aged, however, has seemed to indicate that if the aged can lead 
meaningful lives they will experience less chronic illness and less mental de- 
terioration than if they live lonely, frustrated, and useless lives as so many of 
them now are compelled, by personal circumstances, to do. As a result we 
believe that by the actual provision of housing in ideal surroundings, where 
neighbors can be with neighbors, and share with neighbors upon occasion, where 
the more active ones can on occasion help to take care of some of the weaker 
and disabled ones, by this we will actually minimize the need for medical care. 
We do not, of course, expect to eliminate it, but we believe that the extent of the 
medical needs of the aged are often overstated. So much attention has been 
given to those who are in institutions and are chronically ill or mentally ill that 
we lose sight of the fact that most persons lead normal healthy lives. 

We are anxious that there be built, within the next few years, enough hous- 
ing for the aged that no one housing project of this sort would be burdened 
with only the chronically ill and most expensive cases. In other words, what 
we hope to provide is housing for the ordinary “senior citizen’—to have our 
residents drawn from the community as a whole rather than have only those 
who are already chronically ill or already mentally unbalanced admitted to 
such housing. Indeed, if only a few projects are built under this law they 
will, as is the case of the present institutions, tend to come under same pres- 


d 
of 


HOUSING ACT OF 1954 1015 


sures mentioned above. They will appear to give the whole idea a bad reputa- 
tion because they will of necessity be more costly in operation. 

We recognize that out of some 300 to 500 persons living in this project a 
few may become high-cost persons; and the provision of medical care for them 
may go well beyond the amount which they are paying in rent or insurance, but 
a little of this is to be expected. We estimate that if the residents are drawn 
from the aged community as a whole, then not more than 2 to 5 percent will 
become high-cost cases. However, if we get only the most expensive 2 to 5 
percent of the aged at the outset because of the limited number of units built, 
or, if the lack of other facilities forces our project to accept more and more 
difficult cases over the next few years, the experiment will appear to be a 
failure because it Was never given a chance to succeed along the lines we have 
intended. 

Let me turn from the explanation of the proposal which we have been 
developing out of our research study and conferences over the past 20 months 
to a quick explanation of the immediate situation facing us in Denver in order 
that you, Mr. Chairman, and the members of your committee may understand 
why we are here. We were approached as persons interested in housing on 
an economic basis by representatives of organizations who include in their 
membership aged persons. They asked if we could provide any answer to 
the very genuine problem of providing housing for some of their own number. 
In the course of many meetings, many conferences, many discussions, much 
reading, and much correspondence with persons interested in this problem we 
have evolved the above program. We have presented it at the Colorado gov- 
ernor’s conference on problems of the aged and chronically ill, held in the 
legislative chambers in January. (Conference on Problems Relating to the Aged 
and Mentally Ill, Jan. 4 and 5, 1954.) We have presented it to the Denver 
Ministerial Alliance. We have presented it before the appropriate committee 
of the Denver Council of Churches. We have met with representatives of the 
following croups: The Congregational churches, the Lutheran churches, Method 
ist churches, Baptist churches, the Episcopal Diocese of Colorado, Denver 
Catholic Charities, the Jewish Family and Children Service of Denver, the 
National Annuity League, the nursing alumnae of Denver General Hospital, 
and we have been approached for meetings to come with the Disciples of 
Christ, with the Denver Area Welfare Council, with retired schoolteachers of 
the city and others. 

Mr. Chairman, if we may say so in all sincerity, we have never yet pre- 
sented this program to any committee, person, or group without having an 
immediate, warm response on the part of these persons who see in it the 
possibility at long last of solving a problem which has vexed them often for 
many years, and one which they have felt until now powerless to resolve. 

There is a great deal of interest in the possibility of using section 213, not 
just in Denver but in other places in the country. Mr. Skrivan works all the 
time with the building industry and real-estate people; and he sees in this, just 
as I do, the potentiality at long last of using FHA procedures to service a market 
which has been neglected almost completely by the building industry and by 
the real-estate people and by the Government, for that matter, in its housing 
program. 

Let us suppose that only 20 percent of the aged ever have need of this type of 
independent rental housing facilities. This means right now that 2.8 millions 
of the aged would be potential candidates for this type of housing. This means 
better than 1 million rental units are “waiting to be born,” waiting to be built 
right now. Moreover, the interest in creating housing on this basis is not con- 
fined to church groups although they are naturally among those first to be aware 
of the problems. Lodges and fraternal organizations and other membership 
groups are all interested in the possibility of sponsoring it and will all be 
potential sponsors for such corporations to create such housing. Indeed, as 
we look at the membership of veterans organizations we see the possibility that 
many veterans of World War I are approaching the age when they will desire 
precisely this type of housing facility, if they are not adequately provided for 
by their present quarters or by arrangement within the family. 

Moreover, in our own State we know that if such housing is not created, 
pressures wil) be great on the State legislature for the Government to create 
such homes. There were pending in the 1953 session of the Colorado General 
Assembly 7 proposals for State homes for the aged in 7 different communities 
of Colorado. It would be far better, we believe, for the communities themselves 
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to create through sponsored trusts of this type appropriate housing facilities for 
the aged. In this way each community will provide the housing peculiarly suited 
to its own market. The aged persons will then have opportunities to live their 
declining years in decency and in security, without subsidy, in the communities 
of which they have always been a part. They will retain their contact with 
family and friends, with jobs and community organizations and not be forced 
to vegetate in some public dormitory or private facility which completely cuts 
them off from all that has made life meaningful for them in the years past. 

We are testifying, Mr. Chairman, only because of the present bill facing this 
committee and the change which it would make in section 213. We would have 
preferred to operate without publicity or attention until we had successfully 
built the first such project. Our theory of this matter, Mr. Chairman, is this— 
we do not .want to get the hopes of these people aroused and then not be able 
to satisfy them. We have already experienced the eager inquiries from older 
persons in our community who are aware of our research and the negotiations we 
have been undertaking, looking toward the possibility of sponsoring such a trust 
corporation. 

Inasmuch as it will take substantial time to complete the work we are now 
engaged in, we have not wanted to arouse anyone’s hopes with respect to this 
if the conclusion must be that we dash those hopes to the ground without success. 
Because of the many problems that must be solved in undertaking this new 
departure in the housing field we would have preferred to keep this matter quiet 
outside of official circles until a successful demonstration has been completed. 

However, the law, while adequate as it stands, appears to be up for reconsid- 
eration by the Congress. The proposed change of the bill from permitting FHA 
to insure 90 percent of replacement cost to only letting FHA insure 90 percent of 
“estimated value” puts a completely different color on the entire proposal. We 
do not feel that we can ask church trustees and other representatives of these 
nonprofit sponsorship groups to speculate with respect to this kind of an opera- 
tion. They have relatively limited capital funds now available, or that they 
can expect to raise. The present law seems adequate on the point because once 
we had calculated costs we could say to the church trustees that before we could 
proceed they must raise 10 percent of this estimated cost and that they would 
be able to borrow the rest. However, if section 213 is amended as proposed in 
the pending legislation, we would be forced, if we were to carry out this experi- 
ment, to ask the church trustees to raise an uncertain sum of money because 
what constitutes “value” is a question of judgment. FHA cannot and therefore 
must not and will not answer the question as to what ‘‘value” is until after the 
sponsor has procured land, hired engineers and architects, made detailed plans 
and specifications, submitted these to FHA, paid FHA filing fees, and gotten an 
estimate of “value” based upon a bona fide project submittal. 

This means that sponsors of such a program would be forced to commit large 
sums of money on the necessary initial cost without knowing until after they 
had spent such sums of money how much equity money they would be called upon 
to raise in order to complete the project. These groups are not speculators mak- 
ing a profit for themselves on a success of the venture but only representatives 
of membership organizations seeking to serve their membership. We do not feel 
that it would be sound policy to ask them as a general principle to risk large 
sums of money upon the possibility that they would get an FHA estimate of value, 
on a commitment to insure a mortgage, in a sum sufficient so that the amount of 
equity which they would need to raise would still be within their means. The 
present law, which calls for them to raise 10 percent of the equity, seems quite 
adequate to this purpose. 

Such a nonprofit organization will not risk its money without having the inten- 
tion of following through successfully to completion such a project. The market 
for aged housing is such that when completed, if it is properly located, there is no 
question but that the units will be in great demand and the project will succeed. 
The sponsorship virtually guarantees 100 percent occupancy at economic rentals, 
and it offers a type of housing simply not now available to the older person. It 
does not really involve any great risk on the part of the investor and therefore 
there is no particular reason for this law to be changed, although there might 
be reason if such housing were to be sponsored and built, let us say, by speculative 
builders who did not know from where their tenants would b? drawn. 

In view of this pending change, we felt it desirable to come to Washington to 
inform you of the nature of the project we were attempting. We felt that our 
own proposal, if tried in Denver, would prove to be a pilot project that might be 
followed with appropriate modification in communities throughout the country. 
We believe that all potential sponsors recognize in it new hope for them in the 
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solution of a problem which has been frightening them. We would prefer to see 
section 213 as is, but if other changes are needed they be so drawn as not to pre- 
vent groups such as we represent here from sponsoring housing on the terms now 
available in the law. We have, of course, informed our own State FHA office as 
to our proposal, and we will keep the Washington office informed as appropriate 
in the carrying forward of this proposal if it is allowed to proceed as planned. 

The independent aged themselves see in this new hope and new opportunity 
to add meaning to life and to expand the opportunities now available to them. 
We are anxious to test the plan in Denver and we believe that if it works in 
Denver it can be made to work in other communities both large or small, in 
Colorado or in Ohio, in South Carolina or in Illinois. 

The University of Denver which we represent here this morning is a school 
which calls its teams the Pioneers. We believe that we may be pioneering in 
this regard, but whether we are pioneering or not we believe that the issue is 
one of tremendous importance not only to the 14 million who are already age 
65, but to the many millions more who approach old age with fear and trepida- 
tion because of the loneliness, frustration, and the feeling of uselessness which 
hbesets so many of the aged. As members of our committee have pointed out in 
our OWn sessions, Many persons will derive a feeling of security simply by 
knowing that housing of this sort will be available when and if they need it. In 
other words, we will help to provide security not only to those who are residents 
within the project but also for those who can see themselves in later years 
wanting to be residents of such housing, and their number is growing. 

From the standpoint of the University of Denver College of Business Admin- 
istration, and our Department of Building Industry and Real Estate we believe 
that this represents a significant new venture for the building industry. Now 
that the pressure of building homes for the veterans and the new families formed 
in the war and postwar years is slowing down, we believe that the introduction 
of a new program which will permit the builders to provide housing peculiarly 
suited to the needs of several millions of the aging will be a powerful stimulus 
to the industry at this time. It will provide a new and very significant addition 
to the FHA-insured housing program. 

Finally, from the standpoint of the mounting governmental expenditures on 
institutions for the mentally ill, for the senile, and for the chronically ill, we 


see here the possibility that the provision of this housing may minimize this 
burden by reducing the number of individuals who fall into the need for institu- 
tional care. This may be a very real aid to our State and local budgets. As an 


economist, I am firmly convinced that steps which can prevent dependency and 

i disease are far superior to any form of treatment of dependency and disease 

after they have occurred. But most exciting of all, this proposal is one that 
does not actually involve any investment of public funds whatsoever, but simply 
the utilization of the very successful form of insurance under section 213 or its 
equivalent in the Federal Housing Act. The aged can on this sort of program 
pay their own way, and in doing so will retain their independence which is so 
precious to them and so vital to their well-being and to their feeling of emotional 
and psychological security and satisfaction. 

May we thank you again, Mr. Chairman, for your courtesy in hearing us on 
short notice. If there is anything we can do to help the committtee in its fur- 
ther consideration of this problem we shall be most happy to be of assistance. 

The Cuatrman. Your idea is primarily to help old folks and keep 
them out of the poorhouses. 

Mr. Sxrivan. That is right, and for independence. It is not a 
charity thing. It maintains their independence, they provide for 
themselves, and for their own financial security. 

Mr. Jounson. I would like to give you the experience we have had 
in presenting this to every group before whom we have gone.. We 
presented this idea at the Governors’ Conference on Chronic Illness 
and the Aging, in January, and it was tremendously well received. 
We have been overwhelmed with support. 

The Cuarrman. Well, give us more information on this, because I 
think you may have a good thought here. 

7 : 7 t 

Mr. Jounson. We ase that, Senator. 

The Cuarman. And the staff will study it. 

(The outline referred to by Mr. Johnson follows :) 
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HOUSING THE INDEPENDENT AGING ma 
OUTLINE FOR DISCUSSION BY NONPROFIT GROUPS ee 
By Byron L. Johnson and Gene T. Skrivan 
Maron 1954. | 
I. The general problem of the aging: 
1. A growing population, with relatively low income. 
2. Often living in oversize, or dilapidated units. 
8. Many are personally, medically, or financially insecure. 
4. Often living alone, feeling frustrated and useless. r 
5. Desire companionship, security, decency. 
6. But many have little choice—few homes available, high cost. 
II. An industry view: vil 
1. From the mortgage standpoint: The aging are a questionable risk, 
hence large downpayment, and short-term mortgages, with high monthly b 
payment—only the well to do can easily qualify. | 
2. From the landlord’s standpoint: He fears they may become ill, be u 
unable to pay the rent, require expensive care, he rarely caters to them. 
8. The builder can keep busy caring for the young families. 
4. Speculative rental housing has not been built for them. aa 
5. The aging have not yet organized to provide it for themselves, and the Vu 
industry has no quick solution in use. 
III. Existing facilities for the independent aging: 1 
1. The dependent aging have mental institutions, nursing homes, general ; 
hospital beds in some cases—good, bad, and indifferent. 2 
2. The independent ones, in a few cases, own or rent adequate homes. 
3. Some live with their relatives, often happily, but sometimes unhappily. 
4. Some own homes that are old, too large, rundown. ' 
5. Many rent quarters that are too expensive, sometimes slums, or live in 
old, rundown hotels. 
6. Some are in institutions such as nursing homes that may be loaded 
with chronically ill cases, hence expensive—give old-age homes a bad 
reputation. 
7. Tendency for large establishments to become institutions, making in- 
mates out of the residents—destroying independence. 
8. Some homes require transfer of all property to the home at time of 
admission, and all income—destroy independence. r 


9. Many facilities badly located, away from friends, family, community 
ties, isolating residents. 

10. Often badly designed structures for persons served. 

IV. What kinds of housing do the aged want? 

1. Suited to their personal and family circumstances. 

2. Suited to living habits. 

8. Physically designed to accommodate their limitations of strength. 

4. Specifically, small apartments for light housekeeping, either 1 or 2 
bedroom affairs, small living room and kitchenette, and private bath. Per- 
haps some duplexes for those wanting private grounds, more space, and some 
residence halls. 

5. Built of materials that are easy to keep clean and maintain. 

6. Located on a quiet bit of ground, with open space around for sitting 
in the fresh air and sunlight, playing light outdoor games, and having flowers 
and beauty. 

7. Situated near public transportation, shopping, recreation, churches, 
medical facilities, and employment opportunities. 

8. Housing that preserves independence—in every way possible. Use 
tenant councils, self-help,as fully as possible. 

V. How can we pay for this kind of thing? 

1. Initial 10 percent must be ready before construction starts. 

2. Sponsors either find it, get others to invest it, or get it from tenants. 

3. Operating costs kept as low as possible by maximum use of self-help. 

4. Costs per unit, for construction, should run from $4,000 to $6,000— 
including land and overhead facilities. 

5. Amortization of that expense (90 percent on the mortgage) will take 
about 6 percent per year to carry. Allow another 3 or 4 percent of original 
cost for annual operation (taxes, insurance, utilities, maintenance, etc.) 
This means 10 percent of $4,000 to $6,000 is the annual rental. In other 
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words, monthly rentals should run from $35 to $50—but that such rentals 
may accommodate two or more persons. Even people on the pension ought 
ought to be able to pay the rental, on a shared apartment, without trouble. 
VI. What are the very next steps? 
1. Will your church need this facility? 
2. Will they participate in a joint project? 
3. How many units, and what kind, do you want, now? 
4. Are funds now available-—-how much, where, with what strings? 
5. Schedule project in calendar terms. 
(a) Each State, from land acquisition to tenant occupancy, takes 
time 
(0) How fast can your organization move? 
(c) Designate a person, or small committee, to represent your group 
on a joint committee. 
VII. Who, then, might undertake to provide housing for the aging? 

1. Any nonprotit group that is interested in the welfare of its older mem- 
bers, 

2. including churches, lodges, fraternal orders, veterans organizations, 
unions, professional organizations, etc., 

3. And if they do not do it, in the fullness of time we can expect 

4. These groups can create nonprofit trust corporations to build and 
operate suitable housing and related facilities. 

VII. But how can we afford to build houses for them? 

1. The unit costs on suitable housing should run from $4,000 to $6,000 
per residence unit (which may accommodate two or more persons), and 
on a project running to 250 wnits or more, this price will include the 
central facilities 

2. The project can be built by a trust corporation under section 213 

FHA, which means that FHA will insure a mortgage up to 90 percent 
cost, for a 40-year term, at 4.5 percent interest. 

8. This means that the sponsor needs to raise only 10 percent of the 
total cost by way of initial capital for downpayment—the rest is amortized 
out of monthly rentals. 

4. Assume a 50-unit, $250,000 project—for a single sponsor 
require raising only $25,000. 


of 


this would 


5. Where would that come from: Frem prospective tenants and their 
families, from friends of the idea, from those who would like to invest in 
such a project (sponsor might pay 5 percent on such an investment), and 
later from gifts and bequests—and from existing idle trust funds. 

IX. And how can we afford to operate it? 

1. The tenants will pay an economic rental that will cover all the costs, 
operating and capital costs. Rentals will be from $22.50 to $55 per month 
per unit to operate the plant. This will not cover the social or health 
services discussed below, but will pay for principal, interest, taxes, insurance, 
utilities, maintenance, etc. 

2. With two or more persons sharing a residence unit, this cost is within 
the reach of the budget even of pensioners. Many are now paying much 
more for much less. 

3. They will get their own meals, in their own units, if they choose; or 
they may seat out in a cafeteria type, or dining hall type, facility that will 
sell meals as desired, not furnish meals as in an institution. 

4. The sponsor will end up owning a very valuable piece of property, for 
having taken the initiative of creating the trust corporation and facility 

X. What about medical problems? 

1. If not otherwise available, it could be provided by pooling a number of 
smaller sponsored projects into a single area, with one set of jointly owned 
central facilities, perhaps 500 people will be served. They can each pay, say 
$5 per month, for health insurance, covering all their health needs—out- 
patient care, hospitalization, and surgery. With this pot ($2,500 per month) 
the organization can hire a full-time nurse, a specialist in gerontology, other 
specialists on a consultant fee basis, and pay hospital bills. The nurse can 
organize self-help for the lighter cases of chronic illness, with residents hely 
ing each other on housekeeping chores, and staying in their own quarters 
sort of local visiting nurse service. 

2. The admissions contract will probably have to include the right to 

require the person with conditions beyond the facilities of the group to accept 
the judgment of the doctor as to hospitalization transfer. 
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3. With a happy, healthy sociable environment, there should be less 

chronic illness and complaint—this has been demonstrated elsewhere. Cost: 
XI. What about social services: recreation, hobbies, etc.? ; 

1. The central facilities of a project of 300 units could include not only 
dining hall (doubling as evening recreation assembly hall) but rooms for 
hobbies and crafts, shops for those who want to putter around, greenhouse, 
and other centers for special interest groups—and the number of residents 
would be large enough that everyone should be able to find others who share Items 
his common concerns. 

2. In other words, the idea is to create opportunities for tenant-run 
interest groups, voluntarily met and self-run. The management should 
simply help to bring those with common interests together, and help secure 
the needed equipment, ete. (Incidentally, sponsors might be very helpful 
on a continuing basis in assisting at this point.) j 

3. Nonresidents might be invited to join in the community activities, as 
interested, on a club basis, with monthly membership fee for use of 
facilities—and this will help pay for the overhead of a director for social 
services. 

4. Other facilities throughout the community should be called into play, 
so that the recreation department, public library, and other facilities 
are made available to the residents. But locating this project close in to 5 
such facilities is the best answer to most of this use of other facilities. aay 

5. There must be no regimentation—one of the freedoms of the resident ' 
should be the freedom not to participate, or to start his own interest group. 

The aged have a lot of experience, maturity, wisdom, and talent. They are 
not little children, with rare exceptions. 131 
XII. How do we get going at this? ak. 

1. Decide whether or not your group needs, and wants, to do this. on 15 

2. Find out how many need what kind of facility, in general. 

3. Decide whether to strike out on your own, or join with other sponsors ; Cost 
in a joint project. (The optimum, or least-cost-per-unit, project will have 3 
from 200 to 300 units. If your needs are substantially less than this, it i | 
might be better to find other sponsors interested in sharing central facilities, 
though each would own its own set of residence units). 1 ' 

4. Organize a trust corporation. { 

5. Acquire the initial capital, from whatever source it can. ; Iten 

6. Get a small committee, or a single person, designated to make the 
planning decisions, and get under way. 

7. Process the plan through FHA. 

8. Borrow the 90 percent. 

9. Build it. 

10. Operate it—through a paid manager, with the trustees in legal 
control. Use your best lay membership—don’t expect that busy organiza- 
tion executives (as for example, ministers) can take over a full-time busi- 
ness like this in addition to their present chores. 

XIII. What sponsors in Denver, Colo., have shown interest? 

Congregational Church. 

Baptist Church. 

Lutheran Church. 

Christian Church. 

Jewish family and childrens service. 

Episcopal Diocese. 

Catholic Charities. 

Nursing alumni. f 

. Retired teachers. 2 
0. Methodist Church. : on : 
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IT. One-bedroom unit 











Cost :? 
EDIE” GRIN n.os- sda tin creeekeicihetamapeaenloereesnes pdansenpslbabthdbasgiie mete aeebos $4, 000. 00 
I stesctnres vesccenenseesenesereneneseneneenditlllctsbateliiiahilelih lolitas isin hesechestilaaiaalliehdsai bee tiee 1, 000. 00 
i 5, 000. 00 
SSS 
Items of expense (monthly) : 
EF 22. 48 
COs on i io ei hie Si en ibth eisthionebaotnin 1.80 
0 ED OY ae ae oe 0. 00 
Operating expenses: 
re ence i kn a ah eet $6. 00 
Wweeee) Bu a ee i ek SS 1. 00 
IA 6. titiietitin ed basics nathdndenais wiadis iin’ 1. 00 
i a al 3. 00 
EEE CEI cnc ensasertcciessnocdldtticbanaiteastetocdeiemidaaieiniint 1.5 
PN Staph sh dich atthe iach didlo tanec taepisiadienrbeioeiicbiaactstpiegnrines 25 
IIR: ‘IO isis cicttintcdentics sien checitichinnin tients dmtcedabbontbhd . 25 
Reserve for replacement.........~- 46.000 dso nes 3. 00 
16. 50 
nr ee Sn to ccnik  anieaniqunseeisiineaamaeniadimedinll 2. 25 
NNN ckch acaba csc dati dig tien deletes ecscielncneelian celiac 2. 00 
45. 00 
130 units will take care of 60 to 75 individuals. 
2 This allows $18,000 for service buildings such as recreation on 30-unit basis or $90,000 
on 150-unit basis. 
II. Two-bedroom unit 
Cost :* 
I a a $5, 000. 00 
Ro snssninicsipsstncsigting-enteeimenahsasigiaiaitanitn es alpalegpeainailaiemas tihiaans iil tial 1, 000. 00 
Dekel Cesk... ccna. Dice beied hectnta eters tinier evtasdp antes niga aicditsltadadnantlentdtite 6, 000. 00 
Items of expense (monthly) : 
ee 26. 98 
UN sis cca alate accede ts delAlncnintg bales cs rd genigastnihaton nvesigniecnaaganiions 2. 00 
kato alt arid treatise cetsrcichvatehapenteetniises 0. 00 
| Operating expense: 
SPN ol nisidctieinwinntnmatignamiinannshnhamineininceiion $7.00 
NN ie a tice ot rsis an en daeneprencetsasdhsetetsdeenawhicivecinanedinnepnecnseel 1. 00 
I it a cn cacisideedineasecepeaitnecsennatbapsaevenesaibee 1. 00 
I icant catenin cienitin 4. 00 
COS I iiiisn tiiignieninneaiiciients 2. 00 
lie illest demain eniiildnin chin ducnmaiaeit . 50 
I cs tommimsnineneenibaneniai . 50 
Sn Oe I CaN ich ranictemcwnvmrenemcncemsatisianinett 4. 00 
20. 00 
ari TI ii i Niles ian teclen ts clictbtdblecatcsbneiticaniaenloleiainiaiee 2. 70 
Comte NG 6 Rae Ki clit ctlciitiit nn teintiaitnniatitetinnwmemtaiieen 4. 32 
55.00 


2150 units will take care of 300 to 375 individuals. 
2 This allows $18,000 for service buildings such as recreation on 30-unit basis or $90,000 
on 150-unit basis. 


The CHarrMAN, We are going to recess here in a moment, subject 
to the call of the chairman. I again want to say that anyone who 
wishes to may file any supplemental statements or any other state- 
ments. We will hold the record open for a couple of weeks. We hope 
to have the bill ready for the floor no later than May 1, and we hope 
to start writing it up no earlier than April 10. Sometime around 
April 10. 
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As I said a moment ago, the staff will now proceed to take every 
suggestion that has been made and itemize it sat study it, and present 
it to every member of this committee. 

Then we will get busy on the real, tough part of this whole business, 
and that is writing up the legislation. 

So, we will recess this hearing indefinitely, until the call of the 
chairman. 

The Senate Banking and Currency Committee will have a meeting 
at 10 o’clock tomorrow morning, the full committee, to receive a 
report from Mr. Cravens of RFC on what progress he is making in 
respect to liquidating RFC. We will also have the head of the com- 
mission that is disposing of the synthetic ruober plants, and he will 
answer any questions that any members of the committee might care 
to ask him. 

With that, we will recess. 

(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
at the call of the chairman.) 
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WEDNESDAY, APRIL 14, 1954 


Unrrep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call, at 2 p. m., in room 301, Senate 
Office Building, Senator Barry Goldwater, presiding. 

Present: Senators Capehart and Goldwater. 

Also present: Senator Thomas H. Kuchel of California. 

Senator Gotpwater. The committee will please come to order. Our 
first witness will be Mr. John P. Robin, executive director, Urban Re- 
development Authority of Pittsburgh, Pa., representing the United 
States Conference of Mayors. 

Mr. Robin, if you would like to give your testimony we will be very 
happy to start the meeting, now. 

Your testimony will be made a part of the record as you have written 
it, and you may proceed in any way that you care to. 


STATEMENT OF JOHN P. ROBIN, EXECUTIVE DIRECTOR, URBAN 
REDEVELOPMENT AUTHORITY OF PITTSBURGH, PA., UNITED 
STATES CONFERENCE OF MAYORS 


Mr. Rorsry. Senator, lam John P. Robin. I am executive director 
of the Urban Redevelopment Authority at Pittsburgh, Pa. My testi- 
mony is presented on behalf of the United States Conference of 
Mayors, which represents almost all of the cities of this country of 
more than 50,000 population. 

I would like to file for the record without reading it, resolution and 
statement previously issued by the conference of mayors on our subject. 

Senator Gotpwater. They will be received. 

(The information referred to follows :) 


RESOLUTION ADOPTED BY THE 1953 ANNUAL CONFERENCE OF THE UNITED STATES 
CONFERENCE OF MAYORS, SEPTEMBER 22, 1953 


SLUM CLEARANCE AND URBAN REDEVELOPMENT 


Whereas since enactment of the Housing Act of 1949, over 6 square miles of 
slums and blight have been marked out for clearance and redevelopment ; and 

Whereas some of this work is already underway involving 92 projects in 64 
cities throughout the country ; and 

Whereas many other slum clearance and redevelopment projects have likewise 
already been selected by cities for inclusion in the Federal program: and 

Whereas this program is fundamental to the necessary rebuilding and recon- 
struction of slum and blighted areas in many of our cities : and 

Whereas this is the only program of its character in which private investment 
plays a most important and integral part: Therefore, be it 

Resolved, That the 1953 annual conference of the United States Conference of 
Mayors petition the President and the Congress to carry forward, on an expanded 
basis, this most important phase of the overall national housing program. 
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RELOCATION PusLic HovusIne 


At the Conference on Governmental Functions and Fiscal Resources, called 
by the President on March 31, 1953, last, the United States Conference of Mayors 
formally recommended that relocation public housing be authorized in order 
that the needs in those cities where slums are being cleared out could be met. 
It was pointed out that such housing was a critical necessity if the slum clear- 
ance program were to go forward effectively. 

In the light of current needs the President’s recommendation for 35,000 units 
for each of the next 4 years is estimated by the conference to be a minimum 


requirement. 

Mr. Rosrn. I have served the conference since 1949 as its technical 
adviser and consultant on slum clearance and urban redevelopment 
problems. The points to be presented deal primarily with technical 
matters and the references I shall make will be on H. R. 7839 as it 
passed the House. 

With the permission of the committee, I should like to file with the 
committee a copy of the resolution enacted by the United States Con- 
ference of Mayors at its 1953 annual conference last September, and 
also a statement having to do with relocation public housing as pre- 
sented to the White House Conference on Governmental Functions 
and Fiscal Resources called by the President last March. , 

We have been operating under the Housing Act of 1949 for nearly 
5 years and under that act have begun to rid our cities of slum areas. 
Title L of that act provides Federal financial assistance to cities to 
help in this task and we have found that, basically, title I has been 
of great assistance in this endeavor. Cities throughout the United 
States have availed themselves of the opportunity provided under 
title I, and as a result we now see fine new structures and neighbor- 
hoods replacing dilapidated, disease-infested, slums. For many 
reasons, this program has been somewhat slow in getting started, but 
it is now at the point where it is well under way and where we can 
observe how effective it actually is. 

It is important to note that the Housing Act of 1954 continues 
this program and that Administrator Cole has stated in his testimony 
that it is the intent of the proposed act to continue to aid cities in 
the clearance and redevelopment of slum areas. ‘This is essential, for 
the complete clearance of our massive slum areas is the only really 
effective treatment for them. Rehabilitation and conservation are 
of value in many areas, but they are not suitable tools when dealing 
with extensive slum districs. It is essential that cities continue to 
clear out these slum areas and that. projects consisting solely of slum 
clearance and redevelopment be continued as eligible projects under 
the Housing Act of 1954. We have had the assurance of the admin- 
istrator that this will be the case. 

Of course, we are glad to get that, because as we see it the programs 
are varied. One is not an alternate to the other. We need general 
slum clearance just as much as we need rehabilitation and preserva- 
tion of other areas. It depends upon their individual suitability. 

The Conference of Mayors supports the new aids to cities provided 
in the Housing Act for rehabilitation and conservation. The more 
vigorous enforcement of housing laws, the improvement of neighbor- 
hoods through the installation of municipal improvements, and the 
undertaking of programs to encourage the rehabilitation of homes 
are essential if a city is to undertake a comprehensive attack on its 
blighted areas. The financial position of our cities is such that they 
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are extremely limited in what they can accomplish. With the Fed- 
eral financial assistance here provided, cities throughout the country 
should be able to undertake the additional programs designed to im- 
prove those areas that are not yet ready to be cleared and to conserve 
those areas that can be still salvaged while they continue to clear out 
and redevelop the basic slum areas. 

We find, however, a major deficiency in the Housing Act as it is 
now drawn. The act makes no specific provision for relocation public 
housing and without such housing the urban renewal program would 
be drastically impeded and in many cases made impossible. The act 
requires that cities relocate those displaced because of redevelopment 
and rehabilitation, and that these families be placed in decent, safe, 
and sanitary homes at rents the families can afford. A city cannot 
meet this requirement for low income families unless relocation hous- 
ing is provided. Section 221 will provide some housing for families 
just above the public housing income level, but will not meet the needs 
of lower income families. If cities cannot meet the relocation require- 
ment, they cannot carry out their urban renewal projects. At the 
end of 1953, there were some 154 redevelopment projects definitely 
firmed up. These 154 projects will displace some 71,000 families of 
which nearly 40,000 will be eligible for relocation public housing. 

For instance, in our own project in Pittsburgh, we will have to dis- 
place 8,000 people who breakdown into about 2,000 families. There 
are about 1,200 of those families which are Negro and of those, 1,000 or 
more are eligible for public housing. Of the 800 white families, ap- 
proximately 1 two-thirds are eligible : for public housing. 

Basically, therefore, with suc ch areas as that, and such massive num- 
bers of people to deal with, a reservoir of public housing under our 
control and predictably under our control seems to be essential for 
carrying out a long-term program. 

Under the new program, additional families will be displaced by 
enforcement of occupancy provisions, rehabilitation of structures, 
and other such activity in addition to the additional redevelopment 
projects that will be undertaken. On the one hand, the program is 
expanded, resulting in the increase in the number of displaced fami- 
lies, and on the other hand no provision is made for housing the low- 
income families among them. We feel that as a minimum the Housing 
Act of 1954 should contain the housing program recommended by 
President Eisenhower, namely, 140,000 units over a 4-year period. 
We recommend strongly that this be included in the bill. 

And, that should be on a 4-year basis. These programs, both in 
Washington and elsewhere, take some years to work out. I would 

say it takes 3 or 4 years for a redevelopment project to be studied and 

developed. It is a great handicap not to know that you are going 
to have a certain number of public housing units to march along t these 
same years with you. Therefore, we feel very strongly that a determi- 
nation that the 140,000 units will be provided over a 4-year period 
should be set down. 

I should now like to raise some questions on several technical items 
in the proposed act. On page 18 of the bill, lines 3 to 5, there is a pro- 
vision regarding mortgage insurance under section 220 that reads: 

Provided, That, with respect to such delineated area—an urban renewal area 
in the opinion of the Commissioner (i) there exist necessary authority and 
financial capacity to assure the completion of such plan * * * 
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Section 220 is of utmost importance to the urban renewal program 
for it provides a new section that will permit FHA to insure mortgages 
in urban renewal areas. A new kind of economic soundness test will 
be provided based on the city’s activity in renewing the area. A 
city will make application to the HHFA Administrator for an urban 
renewal project and the Administrator will make the final approvals 
as to its oa ere and the ability of the city to carry it out. If it is 
also required that the FHA Commissioner make these same determi- 
nations, then cities will be in the position of having the FHA Com- 
missioner double check his chief, the Administrator, and the resulting 
administrative duplication will unnecessarily complicate such urban 
renewal projects. 

In other words, we would like one finding instead of two. 

The FHA Commissioner has adequate authority in the second part 
of the proviso to see to it that the structures to be rehabilitated are 
suitable for mortgage insurance, but it should be the sole respon- 
sibiliy of the Administrator to determine the ony of the urban 
renewal plan. We suggest that this language be changed to provide 
that the Administrator certify to the FHA Commissioner that “there 
exist necessary authority and financial capacity to assure the com- 
pletion of such plan.” 

On page 78, lines 10-12, there is a requirement that the local govern- 
ing body as a condition of receiving a planning advance in order to 
study a proposed urban renewal area make a determination that the 
area is “blighted, deteriorated, or deteriorating.” We feel that this is 
an unwise requirement—not that we object to such a determination 
being oenainnd but only that it be required at this stage in the develop- 
ment of the project. At the time an application is submitted, the city 
will usually have only sketchy information about the area—census 
data, some few scattered surveys, and the like. These data, which 
cities will, of course, submit to HHF A, will be inadequate to determine 
the character of the area to the degree necessary for a legal determina- 
tion. City councils will be reluctant to base such a legal determination 
upon this kind of preliminary data because the finding could properly 
be challenged. 

In other words, they don’t have the information at that time. 

With the planning advances, the city will make detailed surveys 
og the area and will amass sufficient data to give the city council a 
factual basis for its legal determination. Therefore, we suggest that 
this determination be required later on as a condition precedent for 
the loa nand grant contract, which provides specific Federal financial] 

assistance for the actual carrying out of the project. 

In this same clause there is also the requirement tha the Administra- 
tor approve the area as appropriate for an urban renewal project. 
We realize, of course, that the Administrator must have standards 
by which the judge the eligibility of the project, but we fear an 
implication that there is a subjective kind of judgment which the 
Administrator may make in approving a project. There is also the 
implication that the Administrator will pass upon the determination 
of the city council as to the appropriateness of the area. This is con- 
trary to the philosophy stated in the Ast that this is a local program. 
We suggest the deletion of this phrase since it adds nothing but a 
question mark. The Administrator will continue to judge all projects 
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on whether they meet the eligibility requirements of the act, and this 
authority is implicit in the act. 

On page 79, subparagraph (c), “urban renewal project” is defined. 
This is a new definition; it differs, of course, from the definition of 
“redevelopment project” in the Housing Act of 1949. A major differ- 
ence is the removal of the predominantly residential requirement, 
that is the requirement that a project must either begin or end as 
predominantly residential, This requirement in the 1949 act has pro- 
duced many administrative difficulties here and in the cities. Every- 
one recognizes that the removal of slum housing and slum neighbor- 
hoods is ‘the primary objective of the act. However, the word. “pre- 
dominantly” as applied residentially can and does lead to endless 
argument and to determinations that must be arbitrary. Its removal 
is a step in the right direction. However, it has now been replaced 
by this clause: 

To achieve sound community objectives for the establishment and preservation 
of well-planned residential neighborhoods of decent homes and suitable living 
environment for adequate family life * * *. 

This clause, we feel, is also a limiting one. For instance, would it 
permit us to pursue the desirable objective of redeveloping a blighted 
industrial area which contains pockets of slum housing, and bring the 
district into its proper uniform industrial use? Would it permit us to 
attack the widespread problem of “skid row” areas, which are so 
prevalent at the edges of our downtown districts and which usually 
contain a mixture of low-grade commercial uses, rooming houses, 
decayed residences, and distributive industry? The proper redevelop- 
ment of such districts, due to their in-town locations, is often for 
commercial use, instead of family housing. There are many other 
limiting factors which will occur to all of you who are familiar with 
cities and their problems, 

These questions are not answered by the narrow definition that has 
been cited from the bill. 

We would suggest broader language, preserving the housing intent 
but recognizing the varied character of land use in well-planned cities. 

On page 82, lines 6 to 8, there is a provision that a city cannot 
count as nancash local gr ants-in-aid those “revenue- producing public 
utilities, the capital cost of which is financed by service charges or 
special assessments.” We find this provision, which was added by the 
House and was not in the bill as introduced, to be unclear and certain 
to be very confusing in application. We have no quarrel with the 
principle that where a site improvement is paid for by special assess- 
ments against the property in the project area, it should not be allowed 
as a noncash grant-in-aid. In such cases, the city is not paying for the 
improvement; the property owners in the project area are. This is 
now prohibited under administrative rulings. What concerns us is 
the inclusion of service charges. Municipal accounting and termi- 
nology are wonderfully different. Service charges can include the bills 
rendered for water supplied or an additional fee for installation of 
waterlines, or standby charges; service charges can include a payment 
for the installation of sewers, for the operating costs of sewage treat- 
ment systems, or for the capital and operating costs of such systems. 
Many cities are using the service charge as a form of taxation, with a 
profit to the general fund, or doing just the reverse, absorbing losses on 
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utility systems through general taxation. Most service charges are 
citywide in application, and represent no special attempt to recover 
for expenditures made in a specific redevelopment area. The present 


language would be most difficult to administer, and would often re-’ 


quire a cost accounting of the city’s entire water supply and sewage 
treatment systems if it were taken literally. The burden of proof will 
fall on the cities, because it will be natural for HHFA to rule strictly 
‘ather than liberally on the issues. We suggest that all reference to 
service charges be deleted and if the limitation on assessments be 
retained that it be qualified by language like the following: 


that part of revenue-producing public utilities financed by special assessments 


against property in the project area. 
Not in this bill but really a part of it, is the rider now attached to 


the appropriations bill for the independent offices. This rider reads:, 


Provided, That no funds in this Act shall be available for payment of capital . 
grants under any contract involving the development or redevelopment of a 


project for predominantly residential uses where incidental uses are not re- 
stricted to those normally essential for residential ‘uses. 


This would seem to me to be substantive legislation and conse- 


quently within the purview of your committee rather than in the! 


Appropriations Committee. We find this an extremely limiting 
proviso. It would preclude some 85 projects now underway and 
would interfere drastically with the local determination of the best 
use for cleared slum land. Then, too, it is in conflict with the philos- 
ophy expressed in the Housing Act of 1954. This proviso would 
make it impossible to put anything in a residential project except uses 
incidental to residence. That means than any public use, any civic 
development, any important commercial development that should 
logically be in the area cannot be included. This proviso, in effect, 
dictates an extremely limited principle of land use for all cities, plac- 


ing them in a planning straitjacket insofar as they participate in the. 
Federal program. We suggest that the Housing Act of 1954 contain’ 


language specifically striking this proviso. 

That is our testimony. 

Senator Gorpwater. Mr. Robin, we certainly appreciate your com- 
ing here and the giving of your time and your valuable background 
for our determinations on this bill. 

Thank you very much. 

The next witness this afternoon—and I understand this is by 
mutual agreement—will be the Honorable Donald Mead, the mayor of 
the city of Syracuse, N. Y. Mayor Mead, it is a pleasure to have you 
here this afternoon. You can testify in any manner that you care to. 


STATEMENT OF DONALD H. MEAD, MAYOR OF THE CITY OF 
SYRACUSE, N. Y., AMERICAN MUNICIPAL ASSOCIATION 


Mayor Mean. Mr. Chairman, I may say at the outset that I rather 
detest submitting any subject from a prepared text, but in view of the 
fact that there are several important points that I would not like to 
overlook, coupled with the fact that we have to catch a rather early 
plane this afternoon, I am going to adhere rather closely to the pre- 
pared text. 
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My name is Donald Mead, mayor of Syracuse, N. Y. 1 am appear- 
ng this afternoon as the representative of the American Municipal 
Association, a nationwide organization representing 1,000 munici- 
pi ilities. 

Mr. Randy Hamilton, director of the association’s Washington 
office, is with me to assist me in presenting to this committee the view- 
point of the Nation’s municipalities. 

I am also accompanied by my secretary, Mr. Torrey, and the execu- 
tive director of the Planning Commission of Syracuse, Mr. Sergei 
Grimm, to assist in the event you desire information about our experi- 
ence in Syracuse. I might add parenthetically that being a com- 
paratively new mayor, I have insulated myself with some rather 
strong shock troops. 

Our testimony is confined this afternoon to those portions of the 
proposed legislation that deals with slum clearance, urban renewal, 
redevelopment and planning advances for public works, and other 
purposes, 

My verbal testimony is confined to generalities, while submitting 
to the honorable members of your committee a more detailed copy of 
my text, including specific references to the sections and lines of the 
bill. 

The American Municipal Association, representing 12,000 munici- 
palities, supports the principles outlined in the bill and endorses the 
ovedl all approach to community value preservation as envisioned in 
it. Wecommend its author and the administration for the hard work 
and diligence that went into its preparation. Our association had the 
privilege of sitting in on some of the Washington shirt-sleeve confer- 
ences held by Administrator Cole, and consequently, we appreciate 
the tremendous amount of effort that preceded the drafting of the 
legislation. 

Unfortunately, the municipalities were not represented on the Pres- 
ident’s Housing Advisory Committee. Consequently, some of the 
weaknesses of the proposals which are apparent to us as operating city 
officials could not be strengthened prior to this time. There is some 
question in our minds as to whether or not the conditions placed on 
municipalities who wish to participate in the program will tend to 
slow down work on redevelopment and slum clearance. Likewise, 
some of the provisions may envision more r apid action in adjusting to 
the new concept than is possible i in many cities. We hope that the new 
legislation will not serve to impair or slow down the fundamentally 
important slum clearance and urban redevelopment operations which 
are just now beginning to come into fruition through the Nation. 

As FHA Commissioner Guy T. O. Hollyday told us in an exclusive 
interview in our October 1953 American Municipal News: 

* * * neighborhood rehabilitation programs are not a substitute for slum clear- 
ance or redevelopment. 

The legislation should clearly point out to the Administrator that it 
is designed to provide new tools for attacking urban blight and slums, 
but not put roadblocks in the way of established slum clearance and 
urban redevelopment objectives. 

If new conditions, new programs, new requirements, and new mu- 
nicipal administrative organizations are to be necessary before munici- 
palities are permitted to engage in activities which they are already 
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empowered to do in existing legislation, the attack on slums and blight 
will, in fact, be slowed down or stopped. Since this is not the intent 
of the legislation, the point should be clearly made in it. 

For example, as now drafted, section 220 would provide no supple- 
mentation to the insurance of mortgages for communities already en- 
gaged in redevelopment projects. Section 220 (d) (1) does not make 
a mortgage eligible for insurance unless it is in an area for which a 
specific plan of “rehabilitation and conservation has been established.” 

We suggest the technical change to make mortgage insurance avail- 
able for areas which also have redevelopment projects. On page 17, 
line 19, after the word “rehabilitation,” the words “or redevelopment” 
should be inserted so as to comply with the spirit of the legislation to 
broaden the concept of blight prevention to include rehabilitation— 
but not to toss out redevelopment as a legitimate function and purpose 
of government. 

On the same page—page 17—we feel that it is not consistent to 
provide for second-guessing by the FHA Commission after his su- 
perior, the HHFA Administrator, has already made a final determi- 
nation and finding as to the authority and financial capacity of mu- 
nicipalities to engage in urban renewal. 

This comes about, as the bill is now written, because the first part 
of the provision beginning on line 23 states that— 

* * * in the opinion of the Commissioner (i) there exists necessary authority 
or financial capacity to assure completion of such a plan * * * 

Under the proposed urban renewal plan, this determination has al- 
ready been made by the HHFA Administrator. A second such de- 
cision will only serve to slow up the procedure and add a cumbersome 
administrative burden. 

Turning to title IV of the bill, we should like to make the point at 
the outset that the proposed legislation is aimed at making a Federal 
purpose for which funds may be spent, the rehabilitation of homes and 
prevention of slums by various techniques to fight blight and deterio- 
ration. 

We support those aims and purposes. We agree with the principles, 
as yet untested in the courts, and eagerly await the results of munic- 
ipal action under these expanded and broadened concepts. This sec- 
tion and title makes a contribution in that it recognizes the role of 
rehabilitation and conservation in an honest attempt to cure the prob- 
lems of urban blight and slum. 

It can work and it will work, if the concept of rehabilitation is not 

substituted for redevelopment and slum clearance. Its strong point 
is the granting of Federal financial support for conservation and re- 
development. Its weak point is that there is no indication that any 
additional funds will be set aside for these approaches. They may, 
therefore, encroach on redevelopment to the detriment of the entire 
program. 
Title IV makes the receipt of all aids under all Federal legislation 
dealing with housing, slum clearance, redevelopment, urban renewal 
and other purposes recognized in the Housing Act of 1949 contingent 
upon there being in effect a “workable program.” This can broadly 
be defined as rehabilitation and conservation plus slum clearance, re- 
development and housing code enforcement. 
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Up in Syracuse, we have a committee working with residents to 
encourage compliance with our codes. At the same time, we have 
established a concentrated program of inspection for health and fire 
violations in an area encompassing approximately 87 blocks. Within 
a few days, we expect to crack down real hard on landlords who have 
refused repeated appeals to bring their premises up to standard. One 
landlord, incidentally, was sentenced to 6 months in jail and fined 
$500 last week for noncomphi: unce. 

The question is would - Administrator consider that a workable 
program! We feel it is, but he might not think so. We strongly 
suggest, therefore, that the language ‘of the bill be amended to en: ble 
the Administrator to make aid available to a municipality which is 
in good faith developing a workable program. 

In the printed text submitted to you this afternoon, we have specified 
a technical change which would cover this situation. The whole proj- 
ect of clearing slums and preventing the spread of blight is a gigantic 
undertaking, one that cannot be accomplished without Federal-local 
cooperation. We must beware lest that cooperation degenerate into 
Federal supervision. We detect that danger in section 411 of the bill 
which provides that the Administrator must determine whether an 
area is appropriate, regardless of such previous determination by 
the local municipal governing body. We urge that this provision 
for second-guessing be stricken out. After all, the Administrator will 
still retain the final decision on the granting of aid. 

We suggest, strongly, that this language be amended so as to 
prevent the denial of housing aids to municipalities until a workable 
program is actually in effect. There are no standards set forth in the 
bill as to what constitutes a workable program. Several million 
dollars are authorized for expenditure by the Federal Government in 
order to develop some of the elements and techniques of a workable 
program. 

Presumably, therefore, we do not know just exactly what a workable 
program is, nor do we know that what constitutes such a program in 
one city will be equally applicable to all cities. 

The testimony of the Director of Slum Clearance and Urban Re- 
development before this committee indicates that this is so. He said: 

It is difficult to estimate with any degree of accuracy what the volume of 
activity under the new program may be. During the first year following 
the enactment of the new legislation, it is safe to assume that much prepara- 
tory work will have to be done by the local communities in studying their 
local situations, developing workable programs, organizing their staffs and 
machinery, and otherwise getting ready to undertake the broad-scale programs 
of the type contemplated under the provisions of the bill. 

The Director testified before this committee on March 3, 1954, and 
we have quoted from page 4 of his remarks. 

Accordingly, we suggest that page 73, line 5, be amended to add the 
words “evidence that it is progressing toward” after the word “local- 
ity.” Thus part (c) (1) will read: 

There is presented to the Administrator by the locality evidence that it is 
progressing toward a workable program * * * 

This suggested amendment will enable the Administrator to make 
housing aids available to a municipality if it is in good faith develop- 
ing a working plan and a workable program. If the language remains 
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as it is originally written, then all housing aids to municipalities cease 
until a final workable program is submitted to the Administrator. 

Our experienced and mature judgment as operating city officials 
is that we cannot comply with the requirement as it is now written 
since the processes of government and the administrative matters 

ken of in Slum Clearance Director Follin’s remarks require some 
time to workout. 

On the same page, and in the same vein, we also suggest that page 
73, lines 18-22, be amended so as to read: 

(2) On the basis of his review of such evidence, the Administrator certifies 
to the constituent agencies affected that the Federal assistance may be made 
available in such community. 

We wish to make it clear that the amendments which were suggested 
just now are made in a spirit of accord with the general ‘ing. of 
a workable program. We strongly point out, however, that under a 
strict definition of the language as it appears in the original bill it 
would be quite possible for the Administrator to say that no munici- 

ality had a truly workable program. Wise administration of the 

ill, however, with the wording as we have suggested it will result 
in encouragement to communities to achieve a workable program and 
offer the Federal assistance to communities thus employed which 
they will need. It is our firm belief that the Administrator must be 
content with “progress toward a workable program” rather than the 
complete attainment of one, for at least a year, perhaps longer. 

The new skills and concepts which are required by this legislation 
will take time to forge in the workshop of democratic local government. 

We believe that section 411 of the bill—amending section 110 of 
the Housing Act of 1949—is not in accord with the spirit of the bill 
and is not written in a spirit of “assistance” to municipalities; but 
rather one of substituting the judgment of Federal officials for that 
of local officials. 

We object particularly to the language on page 80, lines 12-13, 
which require the HHFA Administrator to approve an area as “ap- 
propriate” for urban renewal as a condition of securing Federal as- 
sistance for projects. The law requires that the municipal governing 
body must make this determination, as a matter of fact, in order to 
certify that the area is “blighted, deteriorated or deteriorating,” as 
part of the requirements for designation as an urban renewal area. 

If the municipal governing body has already so found, as a matter 
of fact, a further requirement that the Administrator must find the 
area appropriate seems to be beyond the concept of assistance to locali- 
ties and bordering on the point of Federal supervision of localities. 

This additional finding by the Administrator implies that he should 
second guess city governing bodies and State legislatures. It appears 
to be an unwarranted interference with local programs. 

The present law does not contain this requirement. Slum-clearance 
work has not been handicapped by omission of this requirement from 
current legislation. We can see no valid reason for the adoption of 
this new principle of Monday-morning quarterbacking. Accordingly 
we urge that all of part (2) subsection (a) page 80 be stricken out. 

We feel that it is our responsibility, representing the municipalities 
of the Nation, to bring to your attention the fact that only one city 
in the country, Chicago, IIl., clearly has the State-granted power to 
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accomplish all, or nearly all the purposes set forth on page 82 begin- 
ning with line 21 and ending on page 83 with line 2. This statement 
of purposes for which Federal assistance to municipalities is avail- 
able is a good one, but as we all know it goes sanenied further than 
the purposes which have been tested and approved in the courts under 
prior legislation. 

It also goes somewhat beyond the scope of existing State-enabling 
legislation insofar as its actual language and use of words and defini- 
tions are concerned. Chicago’s ordinance in this regard has just re- 
cently been upheld as constitutional by the lowest court in the juris- 
diction. 

It has not been tested in superior courts, the Supreme Court of 
Illinois or the Supreme Court of the United States. We will eagerly 
await the results of future legislation and litigation and bring to your 
attention at some future time the progress which municipalities are 
making to obtain the necessary authority to match the language in 
the bill. 

As operating city officials we must suggest a further technical 
amendment to the bill. The amendment to the present title I of the 
Housing Act which appears on page 84, lines 2 and 3, restricts the 
eligibility of certain improvements such as a school, utility installa- 
tion, park or other public project to those public works which are 
physically located in the urban renewal area. 

Now we all know that frequently facilities are built outside the 
actual area for the purpose of serving the area. The best examples 
we have are water-pumping stations or sewage pumping stations or 
lift stations or other utility installations. Certainly a water-pump- 
ing station carrying water to an uphill urban renewal area serves the 
area, even though it may be down at the bottom of the hill and thus 
technically outside the area and not in it as the present language now 
requires it to be if it is to be considered as part of the local contribu- 
tion to the project. 

The same may be said for a park or a school which may be im- 
mediately adjacent to the area and thus serving it even though it is 
not in it. 

For instance, a decent, desirable residential area may lie between the 
urban renewal area and a park which will serve both the residential 
area and the urban renewal area. As operating city officials we do 
not think it justifiable for this bill to require us to enlarge the urban 
renewal area to include the “desirable residential area” just for the 
sake of permitting the municipality to participate in the financing of 
the project using the park or pumping station described previously 
as part of the local contribution. Accordingly, we suggest that on 
line 1, page 84, that the last word on the line which is now “in” be 
replaced with the word “serving.” Similarly, on line 5, page 84, the 
first word on the line which is now “in” should be replaced with the 
word “serving.” 

An important proviso was inserted in effect into the Housing 
Act of 1954 by the House when it passed the recent Appropriations 
Act for the Independent Offices of the Federal Government. We 
shonld like to comment briefly on this matter. 

This is the so-called Phillips proviso which states that Federal 
aids for rehabilitation and redevelopment shall not be made available 
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in areas which are redeveloped for residential use where incidental 
uses are not restricted to those normally essential for residential use. 

We vigorously object to this proviso because it will seriously ham- 
per, restrict, confine, and hinder municipal redevelopment and reha- 
bilitation programs. I speak from personal experience in Syracuse 
because we have just.such aplan in the making. 

Another provision inserted by the House is a provision which states 
that Federal credit for a noncash local contribution will not be given 
to municipalities on utilities: the capitalization of -which is financed 
from service charges. Such a proviso is completely unrealistic, un- 
workable, and administratively impossible to enforce. Our cities are 
more and more turning to service charges. It is difficult, if not im- 
possible, to determine what part of a utility project is to be financed 
from service charges and what part of the service charges will be used 
for general operation and current maintenance. We can see no valid 
reason for retention of this provision. We respectfully urge its 
removal, 

Departing now from my role as representative of the American 
Municipal Association, may I say that I am personally gratified with 
the expanded scope of this legislation. Since Syracuse is typical of 
many communities of its size and age, I thought it might be 1) ful 
if I add some observations regarding the provisions of the bill which 
are especially important to our city. We are pleased in Syracuse 
with the provisions of the new section 221 which would bring home- 
ownership within the reach of many families of low income. The 
efforts of our community through our Congressman, Representative 
RiehIman, to bring about recognition of this ideal of homeownership, 
are a matter of record. Under our climatic conditions, the cost limits 
of $7,600 and $8,600 provided in the House bill as reported are more 
feasible than the $7,000 provided in the Senate bill. But we also 
recognize that homeownership on a shoestring, that is, with little or no 
equity, may prove hazardous and may result in an irresponsible at- 
titude on the part of the occupant. 

The temporary use of a private nonprofit corporation to hold the 
title and guide the occupant toward the ultimate full responsibility 
of homeownership under some lease-option plan seems desirable. 
Therefore, may I urge that the amendment which allows 100-percent 
mortgage insurance for rehabilitation when the mortgagor is a private 
nonprofit corporation be extended to cover new homes. Along with 
my statement on behalf of the American Municipal Association, I 
have handed you a statement involving proposals which we in Syra- 
cuse suggest. 

Gentlemen, once again we wish to thank you for the opportunity to 
appear before this committee and present this testimony and we will 
be delighted to answer any questions you might have. 

Senator Gorpwatrr. Mayor Mead, the committee has no questions. 

Your other statement will be placed in the record. 

(The statement referred to follows :) 


STATEMENT OF Donatp H. Meap, Mayor, Crry or Syracuse, N. Y. 


Since Syracuse is a city typical of many communities of its size and age, I 
thoucht it might be helpful if I add some observations regarding the provisions 
of the bill which are especially important to our city. 
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First of all, we still have a shortage of housing accommodations, particularly 
for families of modest income who invested their savings in children and have 
little or no funds for downpayments. We therefore welcome various provisions 
of the bill liberalizing the terms on which new and existing homes can be pur 
chased. 

We are also pleased with the previsiens of the new section 221 which would 
bring homeownership within the reach of many able-bodied, self-supporting 
families of low income. In our community, where most of our families aspire to 
homeownership, we have been trying for years to make the realization of this 
goal possible for any family which is willing to strive for its achievement. 

The efforts of our community—through our Congressman, Hon. H. Walter 
Riehlman—to bring about recognition of this ideal of homeownership in dealing 
with the problem of housing of low-income families are a matter of record. 

Under our climatic conditions, the cost limits of $7,600 and $8,600 (for large 
families) provided in the House bill as reported are more feasible than $7,000 
provided in the Senate bill. 

Homeownership on a “shoestring”; i. e., with little or no equity, may prove 
to be hazardous. Lack of substantial “stake” in the home may result in an ir- 
responsible attitude on the part of the occupant. A temporary use of a private 
nonprofit corporation to hold the title and guide the occupants toward the ultimate 
full responsibility of homeownership under some lease-option plan seems desir- 
able. 

Therefore, we urge the amendment allowing 100 percent mortgage insurance of 
new homes when the mortgagor is a private nonprofit corporation described in 
the paragraph (d) (3) of section 221. 

We are very much interested in the provisions of the bill dealing with urban 
redevelopment. My redevelopment committee is in the midst of organizing our 
efforts toward rehabilitation of our substandard areas through education and 
enforcement. However, there are areas where the conditions have passed the 
point of feasibility of accomplishing much by such efforts, and replanning and 
rebuilding of such areas for appropriate purposes is the only sensible thing to do 
This calls for Federal grants-in-aid. 

Since plenty of land is available for residential purposes outside of our blighted 
areas we have little hope of the reuse of these areas for residential purposes 
Commercial and public uses are our best prospect. For planning such public 
projects, as well as other public works, we should be glad to have the Federal aid 
provided in the bill. 

We are also glad to see provisions for rehabilitation and conservation. Buy- 
ing, and either demolishing and rehabilitating the structures scattered through 
otherwise sound areas would go a long way toward providing good environment 
to many families and protect investment in sound properties. 

Naturally we are in favor of more equitable recognition of the city expendi 
tures for playgrounds and other improvements needed for proper rehabilitation 
of conservation areas 

Many of the inhabitants of our blighted areas would prefer to move into ad- 
jacent residential districts, rather than on the outskirts. To facilitate such 
movement it would be desirable to make the new houses built under section 221 
available to the families living in the above-mentioned residential districts, pro 
vided, of course, the FHA finds this results in the ultimate relief of congestion 
in the blighted area. 

In conclusion, may I point out an important provision of the bill in which we 
are also interested. This is the provision for experimentation. Years of strug- 
gling with the problem of our blighted areas have made us more and more humble 
We know that there is much to be learned by experience. We therefore trust 
that you will retain the provision for experimental projects. 

Senator Gotpwater. Mayor Mead, I thank you for coming down 
here and giving us of your time. I hope you have a safe journey 
home. 

I understand that another agreement between the witnesses has been 
reached and that the next witness therefore will be the Honorable 
Joseph S. Clark, Jr., mayor of Philadelphia. 

Mr. Hamitton. Senator Goldwater, Mayor Clark, because of the 
shifting of time, was called back to Philadelphia to attend a special 
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budget session and he asked permission to submit his statement for 
the record. He is not here to make a formal presentation of it. 


Senator Gotpwarer. His statement will be received and made a part 
of the record. 


(The statement of Mayor Clark follows :) 


STATEMENT OF JosEPH S. CLARK, JR., MAYOR OF PHILADELPHIA, Pa. 


My name is Joseph S. Clark, Jr., and I am representing the American Municipal 
Association. I have been the mayor of Philadelphia since January 1952; my 
term of office expires January 1956. The association officially represents 12,000 
municipalities in the United States. AMA is the national federation of 44 
State leagues of municipalities, taking in 80-90 percent of the urban population 
in this country. 

The bill before this committee, the Housing Act of 1954, has been characterized 
as a comprehensive legislative approach to meet the housing needs of all seg- 
ments of the population. Its contents contain provisions to aid the private 
building industry by liberalizing FHA mortgage insurance terms, provisions to 
aid the private home finance industry by reorganizing the Federal National 
Mortgage Association, provisions aimed at helping middle income groups ob- 
tain housing by rehabilitation and by special low cost private housing features, 
provisions to help cities and other local jurisdictions by redevelopment and even 
public works planning programs, and provisions to assist veterans, farmers, and 
other noncity dwellers. It omits entirely, however, a public housing program, 
which experience has proven to be the only effective answer for at least 30 
percent of our nonfarm families, who, according to latest reports, are still earn- 
ing less than $3,000 a year. 

We recognize that some congressional leaders have assigned to the Appro- 
priations Committee the responsibility for public housing. Although I am acutely 
aware of the fiscal implications, it is essential that the Appropriations Com- 
mittee have some policy guide from your group, which is now mapping an 
overall housing program. 

Members of Congress have seen fit to ignore the stated proposal of the Housing 
Act of 1949 calling for 135,000 public units for each of 6 fiscal years. The lack 
of support of the 1949 public housing policy is indicated by the fact that as of 
September 1953, only 112,696 public housing units had been completed with an 
additional 75,168 under construction. Even if one adds the 35,000 units already 
authorized, this total of 222,864 is less than one-third of the 675,000 which 
should have been built and authorized for the period ending June 30, 1954. 
Positive action by your committee could overcome this gap between promise 
and performance. 

Furthermore, the proposed Housing Act of 1954 contains features (sections 220 
and 221) which are alleged to be at least partial answers to the needs of our 
lowest income groups. Unless there is full understanding of each of these 
aspects of the total program to meet the needs of the different segments of our 
society, it would appear difficult to intelligently map out housing legislation. 

For these reasons we strongly urge adoption of the amendment by Senator 
Maybank, South Carolina, to reaffirm the 1949 public housing program as part 
of 8. 2938. We further recommend that the number of authorized units be at 
the maximum permitted under that act, namely 200,000, in order to catch up 
with and carry out the full intent of the law. 

It is important to bear in mind that even the original goals of the 1949 act 
were far less than the needs of the country. They represent, in effect, the floor 
below which we cannot permit our housing standards to go. According to 
census ficures, 27.9 percent of our 26,918,000 urban families received a total 
money income of less than $3,000 in 1951. Seven and a half million urban fam- 
ilies therefore meet the income eligibility for public housing, indicating that 
they are not in a position to purchase private housing accommodations with at 
least minimum standards. 

Looking at the need for public housing in another way, we find that according 
to the 1950 census, there were 6,103,000 substandard occupied homes in urban 
districts which were considered either dilapidated cr lacked plumbing or run- 
ning water. That means that 22 percent of the 27,807,000 occupied dwelling 
units in urban districts did not meet minimum living standards, using the 
census definition. Nationwide experience with slum clearance indicates that a 
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little better than 50 percent’ of the families which have to be relocated are 
eligible for public housing. Experience in Philadelphia when total households, 
including both families and unrelated individuals, are taken into consideration 
indicates that the number eligible for public housing is about 40 percent. Thus 
a realistic appraisal would point up the need for 2,400,000 public housing units.’ 
Even at the rate of 200,000 units a year, it would take at least 12 years to fully 
meet the current problem of substandard housing as it affects low-income groups. 

Inadequate as the Government program has been, it still represents the only 
solution made available for our low-income families. Private industry has been 
unable to meet this need, and there are no indications based on current building 
practices and prices that we can rely on the private building industry to do the 
job. The economic facts, bluntly stated, are that private enterprise cannot make 
a profit in the construction of houses for families which earn $3,000 a year or 
less. A Government program, therefore, is necessary to supply housing for 
those families within the prescribed income limits which, by and large, cannot 
represent profit to a builder or a landlord unless it is a slum property. 

The median net income of families living in public housing, according to a 
study by the Public Housing Administration, was $2,087 per year for the calen- 
der year 1952. The median rent for public housing resident families was $35 
per month. Twenty percent of the income of these families is therefore spent 
on housing costs. The 20 percent housing cost expenditure is in line with a 
finding contained in a special study cited in the Report of the President’s Ad- 
visory Committee on Government Housing Policies and Programs.’ Given the 
20 percent figure, families at the top end of the low-income scale (those earning 
$3,000 a year) can afford no more than $50 per month for shelter. 

With these figures as our economic guide, it is easy to see that the private 
building industry is not in a pesition to serve those family units whose income 
is at the bottom end of the scale. Rarely do these families have any cash ac- 
cumulated which would permit a downpayment towards purchase of a home. 
As credit risks, they undoubtedly would be charged a higher than average in- 
terest rate on their mortgage. Unless the family can qualify for Veterans’ Ad- 
ministration financing, home purchase is completely out of the question. Even 
for the GI family of this income group, there can only be an insignificant num- 
ber of existing homes which would have a maximum monthly housing eost of 
$50. Under the standard 4% percent 20-year mortgage, the housing would have 
to cost $5,000 or less. In Philadelphia in 1953, admittedly a high housing cost 
city, the average sales price for existing homes was $8,400. 

As for rental housing, new construction is out of the price range of families 
we are considering. There is only a limited amount of existing rental units and 
in many cities, particularly the larger ones, they are in short supply. A survey 
completed only last week by the University of Pennsylvania for the city govern- 
ment reveals that the vacancy ratio in Philadelphia is 2.2 percent, far below 
any normal level. These hard economic facts paint a clear picture of what has 
already been recognized by this city and by Congress—that the private build- 
ing industry cannot possibly meet the housing requirements for families with 
incomes of less than 33,000 a year. 

A number of statements have been made by witnesses before this committee 
and in the debate on the Housing Act of 1954 in the House of Representatives 
about provisions contained in 8. 2938 which would alleviate and, in the words 
of some claimants, eliminate the need for public housing. Let us consider these 
alternatives which require Federal assistance of another kind. Sections 104 and 
105, which liberalize section 203 (FHA mortgages) and section 220, which 
applies these easier mortgage provisions to designated urban renewal areas for 
sale and rental housing, can be considered together, as far as the construction 
of new and the sale of existing residential structures are concerned. 

In the first place a minimum downpayment of 5 percent is still required for 
sales housing. Even on the lowest priced houses, the small downpayment would 
make it impossiMe for most of the families in the lowest income group to qualify. 
Secondly, carrying charges for houses above $5,000 would eliminate the bulk of 





‘The Housing and Home Finance Agency reported that as of September 30. 1953, 
99 of 112 projects approved under title I of the Heusinge Act of 1949, 28.501 families of 
the total of 55,080 were eligible as of September 20, 1953, for low-rent public housing 

2Census data based on 1949 income for standard metropolitan areas (lese inclusive than 
urban ereas) indicates that 1.965.000 families earning $2,000 a year or lers live in dwell- 
ing units which are either dilapidated or deficient in plumbing. There is no separate 
breakdown for families which earn between $2.000 and $3,000 per year, but at least a half 
milion families could be added to the total, thus making the above figure quite conservative 

'P. 290 
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the families we have under consideration, and even on the 30-year mortgages, 
houses which sell for more than $3,500 would be out of reach of the median 
income family within this group. Thirdly, it would be difficult to obtain private 
mortgage money for long-term periods, like 30 years, for existing homes, par- 
ticularly those which sell at the lowest prices. The change in the mortgage 
provisions for rental housing will make little difference in terms of rent levels. 

Section 220 of the proposed act also provides for special FHA assistance for 
rehabilitation of dwellings in urban renewal areas. It is difficult to ascertain 
the effect of rehabilitation on monthly housing costs because a great deal de- 
pends upon the amount of remodeling and renovation which each dwelling struc- 
ture has to undergo. Construction costs being what they are, it is difficult to 
foresee how very much of the rehabilitation work will result in accommodations 
for the lowest income groups. ‘he experience in Philadelphia with the Friends’ 
Neighborhood Guild project * at Eighth and Fairmount Streets in the East Pop- 
lar redevelopment area would point up the limitation of section 220 as far as 
low-cost housing is concerned. The average housing cost prior to rehabilitation 
work, I am informed by the manager of the project, was a little over $500 per 
year. Present housing cost, after rehabilitation, is $740 a year, a better than 
two-thirds increase. With this rental, $62 a month, the rehabilitation project 
is outside the scope of the public housing program. Again we have to take into 
consideration the minimum 5 percent downpayment required under section 203, 
if the rehabilitated building is sold. 

Ironically, the rehabilitation program at the same time adds to the size of the 
problem because a sound dwelling improvement project results in a reduction 
in the number of available dwelling units. In the Friends’ project in Phila- 
delphia just referred to, the reduction was 11.8 percent. Many of these families 
have, in numerous instances, nowhere else to go except to another slum dwell- 
ing. We find, therefore, that we are chasing ourselves around the block. 

This legislation contains another proposal under section 221 calling for the 
private construction of low-cost housing for families displaced as a result of a 
rehabilitation and redevelopment program. The limitation means that the pro- 
posal cannot help meet the existing need. Even for families needing relocation, 
it may well prove to be an empty promise. 

There is no evidence that the private building industry can construct residences 
in Philadelphia or other metropolitan areas to sell for $7,000 or less or, for that 
matter, even the $8,600 maximum, as contained in the amended House bill. 
Where they can be built, there is great danger that they will be inferior in 
construction and design and may well represent the slums of tomorrow. It is 
difficult to see how such cheap homes can be expected to last 40 years, the period 
of time covered by the mortgage proposed under section 221. It is perhaps for 
that reason that the private home finance industry has expressed serious doubt 
as to whether funds will be available for this type of financing. 

Even if these obstacles are overcome, what families eligible for public hous- 
ing could get the $200 in cash required for settlement? If, by some chance, they 
could raise this amount, the monthly housing cost for 100-percent mortgages for 
a term of 40 years is above the level of the low-income family’s ability to pay. 
The report of the President’s Advisory Committee on Housing contains an ex- 
hibit (p. 94) of the Federal Housing Administration which lists the monthly 
housing expenses for a $6,000 mortgage of this type as $55.35. 

These three approaches contained in the bill before this committee cannot 
substitute in any way for low-rent public housing. 

As the chief executive of a large city which is continually harassed because 
of its limited financial resources, I am not unmindful of the dollars-and-cents 
cost of public housing. I honestly believe, however, that extension of the Hous- 
ing Act of 1949, even at the maximum limits, will not bring a serious strain on 
our Federal budget. The 1949 law already authorizes the necessary appropria- 
tion to finance 810,009 low-rent public housing units. 

During the last 13 years (ending with fiscal 1953) the Federal Government 
has laid out only $116,248,037 in contributions to local housing authorities. This 
represents 44 percent of the maximum contributions pledged by the Federal 
Government for payment during this period. On top of this might be added 
$30,240,900 appropriated by the Congress for administering the program. It is 
the cheapest kind of Federal assistance and it has helped or is helping to build 
almost 400,000 new dwelling units. 





* Use of this illustration tends to make the findings conservative. The project is financed 
as © sec. 213 cooperative. On its board of directors sit experienced leaders in the home- 
building and home-finance industry. 
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The price is indeed small when one considers what the investment is in terms 
ef human cost. It has been reported that, although slum and blighted districts 
comprise about 20 percent of our metropolitan areas, they account for 33 percent 
of the population, 45 percent of the major crimes, 55 percent of juvenile delin- 
quency, 60 percent of the tuberculosis victims, 50 pereent of the arrests, 35 per- 
cent of the fires, 45 percent of city service costs—and 6 percent of real estate 
tax revenues. The Commissioner of the Public Housing Administration, Charles 
E. Slusser, has estimated that we are spending about $40 to $50 a vear on the 
approximately million population living in public housing. I agree with him 100 
percent when he says he believes they are worth a lot more than that. 

In addition to better health, fewer fire and police costs, and a strengthening of 
family relations, there is little need to recite the other advantages of publi 
housing such as the increase in property values in adjacent areas. I recogn 
that it is possible to point out a project here ar d there where standards have 
been let slide, but taken in all, the public housing program is a credit to th 
foresight of the Congress, which acted in 1937 and again in 149. The costs ¢ 
public housing are neclizible and are far outweighed in size by many other types 
of Government subsidies, such as highways with a subsidy of $120 million, com 
mercial aviation with a subsidy of $115 million, reclamation and irrigation wit! 
a subsidy of $169 million, and mail service with a subsidy of $300 million 

Because of our tax structure, the public housing job must continue to be the 
responsibility of the Federal Government. 

For urban communities, inadequate and substandard housing is doubly dar 
gerous. Slums require the greatest amount of local Government services and 
attention. They are the breeding pots of illness and delinquency. While t! 
plant is being sapped in this way, the spread of blight is attacking the roots. If 
unchecked, the cities of this country will lose the economic base which mad 
possible their growth, and upon which their survival depends 

Slums and blight fester primarily in large cities. As deterioration spreads 
the city, ironically, is less able to check its advances because the disease depletes 
its resources. Since the city is so dependent on its real-estate tax, every lower 











ing of assessment broucht about by blight hits the pocketbook quite hard 

Furthermore, the tax structure of the Federal and State Government picks the 
best fruit and leaves hardly enough to local government to meet its basic healt) 
and safety functions, The President's Advisory Committee on Housing in its 
study of 14 representative cities found it would take $4.2 billion to remove all 
substandard dwelling units which existed as of 1940. This sum was 
net cost spent on projects up to September 30, 1953, under title I of the Honsi: 
Act of 149. It is further compared to 33.2 on, which is the combined net 
debts, and to $1.6 billion, which is the combined revenues of the 14 cities. Thess 
staggering costs underline the impossible financial burden involved in citi 
removing slums on their own. Many of our cities are pressing hard on debt 
ceilings. Many more must function under limited taxing power particular 
when, as is so frequently the case, the limit is on taxes for operation In add 
tion, the cost of nearly everything a city buys has risen much faster than muni 
pal tax revenue sources could respond. And there is the further limitation in 
posed by the States upon available sources of taxation. 

The Federal Government has a continuing responsibility to promote economi 
ally sound urban communities. Just as agriculture and the 
in their development and in maintaining living standards, so ft! 
ment, and particularly the Federal Government, must give attention to the futur 
economic and social well-being of the cities in which the greater port 
people live, and in which are concentrated the commerce and industry wl 
turn the wheels of this country. Certainly the time has long since come when 
the Central Government must take up its large share of the responsibility for 
the conservation of our urban resources. 

No democracy can long survive against the menace of totalitarianism at hom: 
and abroad unless it sees to it that its citizens have decent shelter. Just as we 
must pretect our soil against erosion which destroys our ability ta feed our peo 
ple, so must we protect our citizens against human erosion which comes fron 
substandard habitation. No peoples’ government worthy of the name can neg 
lect this fundamental human need. 

The American Municipal Association is committed to the principles of public 
housing. The AMA believes the aim of government at all levels should be to 
assure, in cooperation with private enterprise, a decent home and a healthy en- 
vironment to every American family. Public housing is a necessary part of the 
Federal program. If this is socialism, so is garbage collection. 
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Senator Gotpwarer. That concludes the list of witnesses for the 
hearing on the Housing Act of 1954. We will now proceed to other 
matters. 


(Whereupon, at 3 p. m., the committee proceeded to other business.) 
(The following letters, telegrams, statements, etc., were submitted 
for the record :) 


AMERICAN Farm Bureav FEDERATION, 
Washington 1, D. C., April 7, 1954. 
Hon. Homer EB. CAPEHART, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR CAPEHART: The American Farm Bureau urges you to include 
a 1-year extension of title V of the Honsing Act of 1949 (title IX, sec. 904 of 
H. R. 7839, passed by the House) in the housing bill now receiving consideration 
by your committee. In doing so we urge an amendment to title V to define, for 
the purposes of this act, a farmer and an “eligible applicant” as ‘an individual 
who derives not less than 50 percent of his income from agriculture.” 

The purpose of the amendment would he to make the funds provided for the 
purposes of this title available to bona fide farmers. We understand that the 
Administrator of the proZram has experienced difficulty in avoiding loans on 
suburban type property because of the broadness of the definition of a farmer 
and of “eligible applicant” provisions contained in title V of the Housing Act 
of 1949. 

Many rural areas do not have credit facilities available on a basis comparable 
to that in urban areas for building, improving or repairing dwellings. Country 
banks and banks in rural towns largely do not have adequate elasticity for 
making loans for these purposes on a long-term basis. Other lending institu- 
tions are not interested in many areas because of the small volume, relative 
high per unit cost and other similar reasons. The absence of these credit facil- 
ities emphasizes the need for direct loans until the time when other credit may 
beco ne available. 

Bills have already been introduced in the Congress which would authorize 
insured loans for these purposes under the Bankhead-Jones Farm Tenancy Act. 
We support the enactment of such legislation. Such legislation could be ex- 
pected to encourage more interest of various lending institutions in this field. 
However, we are convinced that currently there would not be enough credit from 
this source to meet the demands in all areas. We believe the Conress in its 
intent should state that direct loans should not be made available in the areas 
where insured loans would adequately serve the needs. 

It is our understanding that banking institutions are giving serious considera- 
tion to a proposal whereby larger banks would join with smaller banks in making 
long term loans for title V and other purposes. Under this proposal, for ex- 
ample, a Jarge hank would provide 80 percent of the loan and a small bank 20 
percent. The small bank would service the loan and collect a portion of the 
interest rate on the 80 percent for the service rendered. 

It is our hope that interest will develop, as a result of these programs, to an 
extent that direct loans would not be necessary in a relatively short time. We 
believe the Congress, in its intent, should state that direct loans for these pur- 
poses should cease when credit for these purposes becomes generally available. 

We observe that the values of dwellings located in rural areas and on farms 
have taken cn new proportions in recent years where they are located on all- 
weather roads and served by central station electricity. Population trends of 
recent years have been from the cities to suburban and rural areas. This has 
created a demand for dwellings in such areas, whether or not they are located 
on acreage or farms. However, to date lending institutions have not given 
much attention to this trend. 

We are not in a position to recommend specific funds for the various purposes 
of title V. We observe that the funds made available in the most recent years 
appear to be adequate. This would particularly be true in light of the amend- 
ment we propose and the possibility that insured loans will become available 
in some areas. 
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We respectfully urge your support of the inclusion of title V of the Housing 
Act of 1949 with the amendment suggested above in the housing bill your 
Banking and Currency Committee is now considering. We ask that this letter 
be made a part of the hearing record dealing with this matter. 

Sincerely yours, 
Joe Betts, Legislative Assistant. 





AMERICAN PLANNING AND CIVIC ASSOCIATION, 
Washington 5, D. C., March 18, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Committce on Banking and Currency, 
United States Senate, 
Washington, D.C. 

Dear SENATOR CAPEHART: On behalf of the American Planning and Civic Asso- 
ciation and in accordance with a resolution adopted by the board of directors, 
I would like to express to you our approval of title VII, section 701, on urban 
planning of S. 2938. 

It is our belief that the Housing and Home Finance Administrator, under 
existing legislation, has already exercised a beneficial stimulus to local planning 
activities. As a group of citizens dedicated to the application of sound planning 
principles, it is our belief that the provisions for planning in the pending bill 
would have a further benefical effect upon planning in small cities and towns 
as well as in metropolitan areas. 

We also approve of section 702 which would provide further resumption of 
Federal aid to assist in advance planning of State and local non-Federal public 
works which would maintain a continuing and adequate reserve of planned 
public works (exclusive of housing) to permit prompt action when needed. 

I would be glad to appear before your committee if you wish to ask me ques- 
tions but if this letter is made part of the record, I thought it might save the 
time of the committee to put our statement in writing. 

Sincerely yours, 
U.S. Grant, 3d; 
Major General, USA, Retired, President. 


PLANNING COMMISSION, DEPARTMENT OF PLANNING, 
Baltimore 2, Md., March 8, 1954. 
Hon. Epwarp A. GARMATZ, 
House of Representatives, 
Washington, D.C. 

My Dear Mr. Garmatz: The Planning Commission of Baltimore City, has 
studied with great interest House bill 7839, which we understand is similar to 
Senate bill 2938. 

We believe we have now in Baltimore probably one of the best organizations 
for the development and coordination of public housing, redevelopment, and 
law enforcement, with the planning commission acting as coordinator, in the 
country. We believe that all three of these programs are necessary for a com- 
prehensive attack on slums and blight. 

In our opinion, this bill is a very carefully worked out program to reenforce the 
kind of coordination which we have established here in Baltimore, and will make 
it possible to eliminate the slums and blight on the basis of a comprehensive plan 
of neighborhood renewal. 

Since we have already gone far in developing a very extensive planning program 
for a neighborhood renewal, we are happy to know that the essence of this bill is 
that of neighborhood renewal on a comprehensive planning basis, 

There is only one reservation this commission has regarding the entire pro- 
gram, and that is, we question the wisdom of permitting FHA loans, with only 
a5 percent equity on the part of the owner. It is our opinion that a 10 percent 
equity would be safer. We highly recommend the passage of this bill, with the 
suggestion that the equity on FHA loans be 10 percent. 

We would like to take this opportunity to congratulate the President and his 
Housing Advisory Committee, and Mr. Cole and the HHFA for a job well done. 

Very truly yours, 
Tomas F. Hvurparp, Chairman. 
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YALE UNIVERSITY, 
DEPARTMENT OF ECONOMICS, 


New Haven, Conn., March 1, 1954. 
Hon. Homer CAPpeHARrT, 


Senate Office Building, 
Washington, D. 0. 

DeAR SENATOR CAPEHART: In the course of more than 5 years of service as 
chairman of the Housing Authority of the Gity of New London, Conn., I have de- 
veloped rather strong convictions with regard to low-rent public housing and 
its administration. Those views are largely expressed in the enclosed article. 
I trust that the comments I make therein will be considered by the “Banking 
and Currency Committee during its study of S. 2938, the Housing Act of 1954. 

So strongly do I feel on these matters that I am prepared, if the committee 
desires, to testify at public hearings on the bill. 

Respectfully, 
Morton §S. Barartz. 


[From Social Research, Autumn 1953] 
Pustic Housinc: A CRITIQUE AND A PROPOSAL 
By Morton S, Baratz? 

I 


It is now more than 16 years since Franklin Roosevelt saw “one-third of a 
Nation ill-housed.” In the intervening period huidreds of public housing projects 
have been constructed under the auspicies of the Federal Government, and State 
and local governments as well. Nevertheless, public housing programs remain 
under attacks, not only by the vested interests—realtors, landlords, and private 
builders—but also by persons less intimately affected. In cities large and small 
during 1952 public housing projects were submitted to general referendums, and 
in a large number of communities the projects were rejected by clear majorities of 
the voters. The program of the Federal Government, authorized by the Con- 
gress in 1949 to proceed at the rate of 135,000 housing units per year for 6 years, 
was reduced to 35,000 for fiscal 1953—and escaped by a narrow margin being cut 
to 5,000. It is noteworthy, too, that no responsible official in the new administra- 
tion mentioned public housing in more than perfunctory terms, either during the 
campaign or during the administration's first months in power. 

The resistance of the building industry and allied services to public housing 
is easy to understand. But why should groups in the community with no financial 
stake in residential construction be so opposed? There seem to be several factors, 
of which three are specially relevant. First, there is a widespread resent- 
ment against paying someone else’s rent. The notion of rugged individualism 
remains a powerful influence on men’s convictions, if not on all their actions. 
Second, there is a prevalent feeling (not totally unfounded) that public projects 
are being occupied by families who do not belong there, whose incomes are more 
than adequate to enable them to pay for privately owned quarters. This 
complaint is related to the first, since the critics profess sympathy for the plight 
of the poor, but contempt for those who take advantage of a good thing. Third, 
the fear of socialism continues to attract new recruits for the opposition. 

The case in support of public housing has tended to become more elegant 
with the passage of time. In their essence the arguments are substantially these. 
First, the residential construction industry is typified by small firms, still utiliz- 
ing handicraft techniques; housing, as a result, is characterized by high costs per 
unit of output and high prices. Second, the persisting inequality in the distribu- 
tion of income and wealth compels some families to forego adequate shelter. 
Their incomes are not sufficiently high to enable them to buy housing of a good 
quality. These low-income families must, therefore, accept accommodations in 
substandard dwellings, that is, in the least desirable. Since the rents of these 
buildings are relatively low, the owners have little incentive to maintain them. 
The buildings deteriorate gradually, developing into the blighted areas and slums 
which deface our great urban areas. Third, the community must thus provide 


*T am indebted to William J. McKinstry and James Tobin of Yale University for their 
criticisms and suggestions. They are not, of course, responsible for any errors in my 


reasoning, nor do they necessarily agree with my policy recommendations. 
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standard housing for those in need or it must suffer the costs of the peor health, 
juvenile delinquency, social tensions, and so on, which flourish in the slums. 
Public housing is essentially an effort to increase the welfare of some persons in 
society, Without at the same time injuring the welfare of others. In this fashion 
the general well-being is raised. 

Even ardent advocates of public housing concede that the present program 
conflicts with individual freedom of choice—itself an important aspect of maxi- 
mum welfare. Public housing amounts to a subsidy to certain persons in the 
form of goods rather than money. It reflects a general feeling in the coinmunity 
that individuals in need of better housing could not, even if they had the requisite 
income,, be-relied upon, to.buy_it.. Such housing.is provided. for them by society, 
although this represents a restriction on the freedom of choice of the families 
who accept subsidies—a limitation on their freedom to spend their incomes as 
they see fit. 

This intrusion upon freedom of choice is not, of course, without precedent. 
Compulsory education is a notable case in point. But, as I shall point out, public 
housing programs may result in a more serious interference with freedom of 
ehoice than has been recognized to date by students of the housing problem. 
There is evidence, moreover, that public housing programs may be inconsistent 
with the long-run interest of our society in a growing output of goods and services. 

These assertions are not idly made. They are the outgrowth of careful obser- 
vation and reflection during more than 4 years of service as the unpaid chairman 
(formerly vice chairman) of the Housing Authority of the city of New London, 
Conn. Much of the discussion which follows is based on that experience. But 
conversations with other housing officials, in and out of Connecticut, have in- 
dicated to me that the problems I have raised are national, not lecal, in scope. 

My argument revolves around these two points: first, the market for shelter 
has beetl divided in half, necessitating an elaborate and cumbersome system of 
rationing in one segment of the market; and second, the administration of the 
rationing system has adversely affected incentives to work and has contributed to 
a reduction in the size of the labor force. 


II 


The housing market is at present divided into two reasonably distinct parts. 
On the one hand, private landlords and builders are providing modern facilities 
for families earning roughly $6,000 or more per year (though the minimum 
figure varies in different parts of the country). On the other hand, federally 
subsidized projects are serving families earning an average of $3,500 per year or 
less. In a few States, including Connecticut, there are State-aided programs 
designed to accommodate families with incomes too low to enable them to pur- 
chase private accommodations, but too high to qualify them for admission into 
the low-rental public projects. 

To assure that rentals are kept within the ability of tenants to pay, it is 
necessary for public housing offieials.to establish a strict system of price control. 
Rentals in federally subsidized projects currently average around $35 per month 
for 4 rooms (not including utilities): in the self-supporting moderate-rental 
projects in Connecticut they average $52 per month; and in equivalent private 
housing, despite wide variations from city to city, they average $90 to $100 per 
month. Enforcement of the established prices requires that the local housing 
authority delineate clearly what income groups qualify to enter the projects. 
Moreover, a system of rationing must be devised to apportion the available apart- 
ments among the eligible applicants. 

The rules established by housing officials administering the moderate rental 
program in Connecticut are illustrations of the problem. Eligible families are 
defined as those with incomes not in excess of $3.500 per year, plus an allowance 
of $300 per year for each dependent, This means that a man and his wife, with 
2 children, may be admitted to a public project if their combined gross income 
does not exceed $3,500 plus $600, or $4,100. The applicant family must, further- 
more, have been resident in Connecticut for at least 2 years immediately before 
the application. In most cities the local housing authorities have imposed an 
additional rule that the tenants must have been residents of the city for 1 or 2 
years (as the case may be) immediately preceding their admission to oceupancy. 
The statutes provide that veterans of World War II must receive priority. 
Finally, there is a strong possibility that the Connecticut law will be amended 
to exclude “subversives” (as defined by the Attorney General of the United 
States) from all State-aided projects, just as they are already excluded from 
federally subsidized developments. 
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Although these broad restrictions help to reduce the number of potential 
oecupants for a given housing project, there has been in most cities a persistent 
excess of applicants over accommodations. Each local authority has been 
compelled to elaborate its rationing system. None is more intricate than in my 
own authority. 

Initially, there is a provision that so long as the number of applicants exceeds 
the number of vacancies, citizens of New London shall be given preference. 
All applicants are then classified according to the urgency of their need, top 
priority being given to families who show written proof that they are under 
eviction notice from their present landlords. There are further classifications 
for families living under extreme hardship—doubled up with another family, or 
in other difficult conditions—each classification carrying a consecutively lower 
priority. Finally, a serious attempt is made to deal with each application accord- 
ing to the length of time it has been on file. 

A lifelong resident of New London who was a veteran of World War II, who 
is under notice of eviction, and who has been awaiting admission for, say, a 
year, is still not assured of a place in the project. His credit record is investi- 
gated as a precaution against delinquency in rental payments. A paid employee 
of the authority will inspect the applicant’s present quarters to assure that if 
he is admitted he will maintain the authority's property. The applicant must 
submit to the authority his income-tax statement of the previous year, as evidence 
that his gross income is within the amount allowable. He must sign a waiver 
permitting the authority to inquire of his employer as to his current earnings. 
And he must swear before a notary public that all of the statements on his 
application form are correct and that he will report immediately any changes 
in his income or family composition. Finally, he must agree to file with the 
authority at any time, upon demand, a new statement of his income, backed by 
clear evidence. 

This complex arrangement seemingly shuts out any possibility either that 
unqualified families will gain admission or that anartments will not be rationed 
with even-handed justice among those qualified. Yet a variety of administrative 
decisions are necessary to carry out the ru'es. Consider some of these questions, 
each of which my authority has had to deal with in recent months. 

Are servicemen—of whom there are many in New London—to be admitted? 
(They are not, unless they or their wives were permanent residents in the recent 
past and intend to be in the future.) If a man once lived in New London but 
was compelled by the housing shortage to move to a neighboring town, is he 
eligible if he works here? (Yes, provided he does not live more than 12 miles 
from New London.) If an employer requires one of our tenants to work over- 
time, are the overtime earnings included in the ecomrutation of his allowable 
income? (Yes, though this is a sore point in cities where there has been much 
defense-plant activity in recent months.) What income figures shall be 
demanded of self-employed persons—what their gross receipts were, or what 
they reported to the Bureau of Internal Revenue? (This is still unresolved.) 

This system of rationing is workable despite the difficult borderline cases that 
constantly crop up. But the system raises some fundamental issues. All too 
frequently the rules compel heads of families to choose between perjury and 
adequate shelter for their wives and children; too often they decide to perjure 
themselves. In enforcing the regulations, local housing commissioners are 
steadily invading the privacy of their tenants. An increasing number of appli- 
eants awaiting occupancy are becoming tale bearers against present tenants, 
in the (unfounded) hope that their own applications will be accented more 
quickly. Though my own authority has been singularly free of political pres- 
sures exerted in the interests of a favored few, there are many evidences that 
honsing commissioners elsewhere have not been so fortunate. 

To assure that public housing developments are made available to persons 
within a stated income group, it has been necessary to establish rules for con- 
tinned occupancy. Typically, the regulations provide that a familv may main- 
tain residence in a project as long as its gross income is no more than 20 percent 
above the income allowed at entrance. A family of 4. for instance, could be 
admitted with an income of $1,100 per year. It could remain in occupancy 
as long as its income did not exceed $4,100 plus 20 percent of $1,100, or a total 
of $4,920. The continued-occupaney provision is intended, of course, to permit 
gradual accretions to income overtime without requiring the family to withdraw 
from the public project. 

Under almost any conditions other than steadily rising levels of income, the 
20 percent increase should be sufficient for the needs of most tenants. When 
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income and employment are steadily rising, however, the increase in earnings 
will soon exceed the 20 percent permitted. In 1 of our projects in New London, 
27 families out of a total of 142 admitted they were overincome in 1951. There 
are several reasons for this. First, remobilization has brought an increased 
demand for labor, rising wage rates, and substantial overtime work. Second, 
the tenants of public housing projects are typically between ages 25 and 40, 
the years during which the earnings of industrial and commercial employees 
tend to rise most rapidly; this tendency is accelerated during a period of expand- 
ing employment. Third, it is from this age group that most of the married 
women in the work force are drawn. During periods of expansion in the 
economy the demand for female workers increases, affording women an oppor- 
tunity to supplement the family earnings. 

What happens when a family’s income exceeds the maximum allowable for 
continued occupancy? The family may attempt to hide the facts, preferring 
perjury and the threat of heavy penalties to the loss of its home. This has 
happened in my own authority more often than I like to admit, but much less 
frequently than my critics insist. 

If the family admits that its income is higher than that allowed, it has little 
choice but to buy a home. Not only may purchase be less expensive than renting 
from a private landlord, but there are few landlords owning desirable facilities 
who will accept families with young children. For most ex-tenants of public 
projects the purchase of a home has necessitated the assumption of financial 
commitments heavier than their current or future prospects of income safely 
allow. Moreover, to the extent that a family is compelled to buy a house, there 
is an important interference with freedom of choice, since a substantial number 
of families prefer to rent rather than own property. 

Another option is for the wife to withdraw from the labor force, thereby lower- 
ing the family income so that it is within the maximum allowable. This is a 
harsh alternative, since the combined incomes of husband and wife are generally 
just sufficient to permit them a small amount of luxury. Slicing the income by 
a half, or even by a third, may reduce the family to a virtual subsistence level. 
The loss to society may be greater. On the assumption that the Nation as a 
whole is better off as increasing amounts of goods and services are preduced, 
withdrawals from the labor force when demand for all available skills is high 
are, of course, inconsistent with maximnin welfare. Moreover, the elements of 
compulsion that are involved represent a further restriction on freedom of 
choice. (It must be admitted that free choice and increasing output may come 
into conflict with one another if a worker freely chooses to work less.) 

The same reasoning applies if a man refuses promotions, overtime work, and 
better job opportunities rather than vacate his apartment in a public housing 
project. While there is no way to determine how widespread this sort of thing 
is, hard experience tells me that it happens. To the extent that it does. it borders 
on tragedy for the man himself and reduces the well-being of the Nation as a 
whole. 

I am not prepared to argue that these social costs of the rationing system offset 
in whole or even in large part the benefits of public housing. Such a conclusion 
involves, arong other things, making comparisons that are not valid. I submit, 
however, that the disadvantages of rationing housing units in public pro‘ects are 
sufficiently vreat to warrant seme serious rethinking about ovr methods for 
providing high-quality housing for those who are unable to buy it. 

The incompatibility of the housint laws with prevailing conditions in the 
econ°my is understandable, simply becanse the laws were drafted during a 
period of general economic denression. When incomes are low and unemploy- 
ment widespread, it is not vital that incentives to work he left nnimpsired, or that 
care be exercised to remove impediments that misht prevent a steady exnans‘on 
in the size of the labor force. At snch a time there is certainly no fear that 
incomes will rise so ranidly as to strain the system whereby the available homes 
are rationed. In short. the most efficient nse of productive resources is of only 
subsid'ary importance in a period when the fundamental need is to raise the 
level of national income and emnloyvment. Pub''e housing can, indeed, he a 
mitor contribntor to a genera! business revival. What hetter way is there than 
pulie honsing. it was argued in the thirties, te provide better homes at low 
rents and. concurrently. to “prime the numn”? 

There is no longer an emercency like that of the thirties. Ouite the con- 
trarv. there is a nossiblitv that the American economy is faced with a con- 
tinning threat of inflation. to last as long as the international sitnat'on remsins 
tense. Even if irflationory tendencies moderate or come to an end in the sys- 
tem as a whole, the outlook for housing, in the near future favors a large-scale 
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effort toward extricating ourselves from the present unhappy situation. Much 
of the demand for homes, pent up during World War II, has been satisfied 
as a result of 7 years of residential construction at the rate of more than 
1 million houses per year. The rate of family formation, moreover, is begin- 
ning to decline—a reflection of the low birth rate during the depression years. 
In other words, from now until the “war babies” reach marriageable age there 
is likely to be an overall lessening of the pressure on. the supply of housing. 
It is during this hiatus that we will be offered an excellent opportunity to 
subject our housing policies to painstaking review and revision. 


III 


It cannot be truthfully denied that the existing housing statutes have made 
possible a signal improvement in the living standards of a great many low- 
income families. Can these gains be preserved and extended simply by elimi- 
nating the objectionable aspects of the laws? Specifically, should the limitations 
on family income be deleted, thereby eradicating the principal reason for the 
rationing arrangements? As a critic of an earlier formulation of my views has 
put it: “The criticism about evicting people as their incomes rise exists not 
because the housers want it that way—they agree the program needs correc- 
tion—but because the real estate interests insist on the income limits policy.” 

There is little need to analyze the rather naive implication that “antisocial” 
pressure groups are solely responsible for the income provisions in the housing 
laws. While it is true that the “real-estate interests” have been yociferous 
advocates of income maxima, it is also true that they have opposed stanchly 
the whole concept of public housing. In addition, it is a fact that a large 
and growing group of citizens are opposed to making publicly owned housing 
units available to families who can afford to rent privately owned dwellings. 
There seems little question that a decisive majority of voters would resist any 
effort to allow local housing authorities to compete directly with private land- 
lords for tenants, no matter how high any family’s earnings. 

It can be argued, of course, that the only solution to the “housing problem” 
is to allow a governmental agency to compete openly with the private sector 
of the housing industry. One could go even further and propose that the 
housing industry be nationalized. Logical arguments can be constructed to 
defend both propositions. I hold neither view, primarily because I feel that 
the same ends can be achieved while still leaving to the private builder the 
full responsibility for erecting the homes of the Nation. 

One of the important justifications for public housing is that private industry 
does not provide adequate shelter for all those who need it. This is another 
way of saying that the market price for “standard” shelter has been bid up 
beyond the ability of many families to pay. The ultimate solution of the 
housing problem must therefore be an increase in the supply of homes, relative 
to the demand. For it is a settled principle that an increase in the quantity 
of a commodity offered for sale, demand remaining substantially the same, 
will bring about lower prices. 

It has been argued on the basis of this reasoning that governmental rent ceil- 
ings should he abolished. Rents and prices of new homes would rise at first, 
impersonally rationing all available dwelling space among the buyers according 
to their desire for good accommodations and their ability to pay for them. But, 
over time, the higher prices and rents would stimulate construction of new homes, 
whereupon prices and rents would begin to decline. 

As a long-run solution to the housing problem this proposal has much to recom- 
mend it. In fact, it does not go far enough. Why not also require that all levels 
of Government cease direct intervention in the housing market? This implies 
the cessation of further construction of public housing projects as well as the 
abolition of rent controls, thereby freeing relatively scarce labor and materials 
for private use. Furthermore, housing projects now owned and operated by 
local housing authorities should be sold to the highest bidder, just as Government- 
owned war plants were disposed of after World War Il. Government activities 
should be confined to insurance of housing loans and to the provision of a sec- 
ondary mortgage market, since both programs have assisted demonstrably in 
maintaining a high level of new residential construction activity. 

This proposal overcomes the difficulties created by a system of rationing by 
administrative decision. The division of the available supply of homes is left to 
an impersonal market mechanism, The initial rise in rents will provide a power- 
ful stimulus to new construction and to the conversion into rental properties 
of many houses now withheld from the market. The real question is whether 
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rents will ever be depressed to a level which is within the capacity of the lowest 
income groups to pay. Can the costs of construction, maintenance, amortiza- 
tion, and taxes be reduced relative to the incomes of the least productive mem- 
bers of society? Past experience, while not an infallible guide, offers only mild 
grounds for hope on this score. 

If costs put a “floor” under rents, some method must be found to take care of 
low-income families. This can be done through a system of subsidies. State 
governments, with Federal aid if necessary, would make cash payments to all 
families unable to rent adequate housing, the amounts paid representing the 
difference between each family’s ability to pay and what is demanded by the 
owners of the dwelling units. Recipients of the “rental allowances” would be 
free to rent space from a landlord of their own choice, consistent with the finan- 
cial limitations put upon them by the amount of their “earned incomes” plus 
their subsidy. To assure, however, that the subsidized families did not choose 
to live in slum areas for whatever personal reasons, State and local governments 
would assist private developers in the clearance of slums. In this way the 
“alternative” of living in areas of very low rents would be removed. The tenant 
would have no choice but to use his full rental allowance to obtain decent 
housing. 

If any part of this scheme is unusual, it is the cash subsidy, generally unpop- 
ular as a policy measure in the United States. The same effect could be achieved, 
of course, by remission in whole or in part of the income-tax obligations 
of the families affected. In any case the program of rental allowances as 
proposed above is virtually identical with the system long utilized in the armed 
services, an arrangement under which military personnel receive a rental or 
quarters allowance scaled according to their rank or grade. The difference here 
is that the allowance would decrease as the family income increased. 

I do not represent my plan as flawless. There would undoubtedly be technical 
problems to overcome in determining the “going” rental for decent housing in 
different cites. And this determination must be made if total outlays on sub- 
sidies are to be minimized. Even more important, the scheme necessitates some 
sort of “means test” to ascertain which families are entitled to subsidies and in 
what amount. This not only would create a sizable administrative chore, but 
also would entail an unfortunate invasion of personal privacy. Since there 
appears no feasible way of circumventing the means test, it must be accounted 
as one of the “costs” of the proposal. 

The advantages of the subsidy plan far outweigh the disadvantages. The 
elaborate rationing systems of the type now used in public housing projects would 
be abolished. The proposal preserves almost unimpaired the freedom of choice 
of individuals. It should not require public outlays much in excess of the sub- 
sidies now being paid to support the low rental charges in public housing projects. 
And as new construction continues to result in declining prices and rents, the 
expenditures on srbsidies should diminish. The plan provides for the clearance 
of slums, a program which gives cities more commercially useful land, while 
at the same time it reduces the costs of fire and police protection, public health, 
and so on. Finally, adoption of the proposal should still forever the complaints 
of private builders and realtors that the Federal Government is slowly national- 
izing the housing industry. 





Davip SuHaw & Co., 
Brooklyn, N. Y., March 26, 1954. 
Hon. Irvine Ives, 
Senate Office Building, Washington, D. C. 

DEAR Sir: We have, as brokers, been active in the development of cooperative 
housing projects since the inception of the section 213 program and are today 
processing through the Federal Housing Administration an increasing number of 
projects. Our firm convictions are that the 213 program has made available 
to middle-income families in the metropolitan area good housing accommodations 
at reasonable carrying charges. We believe that the program should be further 
stimulated so as to make an increasing number of units available to prospective 
purchasers. 

The advantages to a community of cooperative housing projects are many. 
Primarily because of the generous room sizes and the sound land planning pro- 
viding for adequate parking, playgrounds, sitting areas, light and air, ventilation, 
and low density land coverage, the completed structures are a definite asset to 
the community. The opportunity afforded individuals to become cooperative 
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members gives them a stake in the community that contributes to good citizen- 

ship and promotes their interest in community life. The economic benefits 

afforded by the nonprofit aspects of the corporation, the long-term mortgage, and 
the reasonable tax structure contributes toward a carrying charge that is well 
within the average wage earner’s ability to pay. 

The opportunity for the members of a cooperative community to use their 
energies in developing common benefits such as supervised children’s activities, 
recreation programs, and the keeping of their buildings and ground areas clean 
and attractive has resulted in adding to the value of the cooperative building. It 
is of interest to wa'k through the grounds, balls, auxiliary rooms, and apart- 
ments of a cooperative project and to compate same with privately held buildings 
to note the benefits that accrue to the physical property resulting from the pride 
of ownership of the cooperative member in his holdings. We feel that because 
of the above recited reasons that the cooperative-housing program is contribut- 
ing toward a new concept of apartment ownership that is beneficial to the 
individual and to the community and, therefore, must be encouraged. 

We believe that the Housing Act of 1954, as proposed, will go a long way toward 
further stimulating this program. Its provisoins to provide more mortgage funds 
will enable greater numbers of individuals who do not have the necessary cash 
downpayments to participate in its benefits. 

There does exist one problem which has retarded the program to date and has 
become increasingly serious. The base of the problem is the lack of clear defini- 
tion of the rights and obligations of the contractor and the cooperative corpora- 
tion. Currently, most projects in the New York area are developed as a joint 
venture between the cooperative corporation and the builder-sponsor. The coop- 
erative corporation is completely inexperienced and has neither the financial nor 
the technical skills to act as an owner between the time of initial construction 
and the completion of construction. In its attempts to exercise these rights, at 
times, they have created an area of confusion and doubt which has discouraged 
banks and builders in doing business with them. If we were to make a clear 
definition of how a cooperative housing project develops, we would say that the 
project is basically a rick venture upon the part of the builder to develop a con- 
struction contract, to find a market for the apartments, and to build a building 
at profit. His position is exactly the same as any builder who enters into a 
small-home program. He assumes the risk and he hopes for a successful venture. 

In a 213, the builder secures the land, provides the plans, pays the Federal 
Housing Administration fees, pays the cost of surveys, boring tests, and engineer- 
ing plans, builds the sales office, pays the cost of advertising and of salesmen, and 
trys to find an interested public. If the theory that the cooperative corporation 
is the owner from the beginning of the project has any validity, it would mean 
that the cooperative corporation would be responsible for the venture capital that 
the builder advances, and that in the event the job is unsuccessful that the owning 
corporation is to absorb the loss. This is not the understanding of the purchaser 
who buys his apartment; he is not prepared to go into a joint venture and hope 
that a building will be built; he puts his money down on the assumption that he 
is buying a completed apartment and that in the event the apartment is not built 
he expects a reimbursement of the moneys paid by him for his apartment. 

There have been several jobs that have been started and have been unable to 
complete their sales program or to find financing, and the loss in each of these 
instances has been borne by the builder-contractor. We enclose herewith a state- 
ment as to the status of Federal Housing Administration cases as of February 28, 
1954, which show that 493 cases have either been insured or are in process, and 
that 475 cases have been either rejected, withdrawn, or have had eligibility state- 

ments expire. It would he difficult to caleulate the dollar loss to the builder- 
sponsors on the jobs that did not go ahead, but it is apparent that at least 1 out 
of every 2 jobs have, for one reason or another, not been able to go ahead, and 
that if the financial burden of this loss were assumed by the indiviudal purchaser 
that the cooperative housing program would auickly come into disrepute. It is, 
therefore, our feeling that a clearer definition of the builder cooperative-purchaser 
relationship would be that the purchaser is buying a completed apartment and 
that the builder is assuming all of the risk attendant to the development of the 
project, and, therefore, should be in control of the project until he is ready to 
pass title to the cooperative corporation. In order to realize this relationship, 


we believe that the following procedural modifications should be made in 213 
processing: 
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1. That the purchaser, instead of paying the full purchase price at the time of 
initial closing, should make a downpayment on account of the purchase price and 
pay the balance of the purchase price at the final closing ; 

2. That the builder should advance the escrow moneys required and be assigned 
the downpayments receivable of the cooperative corporation. The obligation for 
payment will run from the purchaser to the builder, with the builder having right 
to secure another purchaser in the event that the first purchaser does not complete 
payment on account of the purchase price; 

3. That the advance of mortgage proceeds be made directly to the contractor 
on aceount of the construction contract by the lending institution ; 

4. That the contractor assume the obligations for carrying charge and financing 
cost as estimated by the Federal Housing Administration, with payment to be 
made directly to him by the lending institution for reimbursement of moneys 
advanced on these accounts; 

5. That adjustments with regard to carrying charges attributable to construc- 
tion as against carrying charges payable by the cooperative corporation on 
account of occupancy be adjusted in accordance with a uniform set of accounting 
practices ; 

6. That the managing agent of the cooperative corporation should be a 
designee of the cooperative corporation ; 

7. That upon the final closing, the contractor shall deliver to the cooperative 
corporation a building built substantially in accordance with the plans and 
specifications and acceptable to the Federal Housing Administration for in- 
surance, and the lending institutions, for funding of the permanent mortgage 

We believe that the above revision of procedures will have the following 
benefits : 

1. Becanse of the assumption risk by the contractor in the development of 
the project and because of the cash escrows to be advanced by the builder, the 
cooperative corporation can be assured of a responsible contractor. 

2. The purchaser will secure what he bargained for, to wit, the delivery 
of an apartment, and will not be obligated to undertake a risk venture. 

3. The contractor will benefit by having contrel over his advances and will 
have an incentive to complete the building and give occupancy at the earliest 
possible date, inasmuch as he will be responsible for assuming the cost of the 
carrying charges. 

4. The lending institution will be able to deal with the builder directly dur- 
ing the course of construction and can, therefore, look directly to the builder 
for a satisfactory construction job. 

In addition to the procedural modifications in 213 processing, we recommend 
the following legislative modifications with regard to 213 housing: 

1. That a firm commitment be issued to the builder comparable to the firm 
commitment that is issued to the builder under section 203 which would insure 
the mortgage during the period of construction. The percentage of mortgage 
to replacement. cost would be as in section 203, less than the percentage of 
luertrage to replacement cost to the cooperative corporation. 

2. That a commitment for insurance on completion should be issued to the 
cooperative corporation subject to the securing of the necessary subscribers 
as is currently required under section 213. 

We believe that Congress should recognize the legitimate rights of the builder- 
sponsor of a cooperative project as they recognize the status of the small home 
builder. May we.-invite your attention to the fact that in the metropolitan 
New York area all of the cases that have been processed, to our knowledge, 
have been the builder-sponsor type. Despite this fact there is nothing in the 
legislative history of 213’s which defines the rights and obligations of the 
builder-sponsor in a 213 project. We certainly have no objection to projects 
being developed by individuals as a joint venture, supplying their own venture 
capital and securing their own architects, contractors, and brokers, but we 
feel that such projects will only constitute a very small percentage of the 
total amount of cooperative projects to be built and we, therefore, feel that if 
this program is to have any scope and vitality, that equal recognition be given 
to the builder-snonsor type of project. The relationship of builder to home- 
owner and builder to cooperative corporation is essentially the same and we 
see no reason why it should not be so recognized by legislation. 
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We believe that the changes we are suggesting will be beneficial to the 213 
housing program insofar as cooperator, contractor, lending institution, and 
the Federal Housing Administration are concerned, and we, therefore, believe 
they should merit your earnest consideration. 

Thanking you for your consideration of the above, we are 

Yours very truly, 


Davip SHaw & Co., 
ALVIN BENJAMIN. 


Sec. 213, Cooperative housing, status-as of Feb: 28; 1954 
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Ture Dime Savincs BANK oF BROOKLYN, 
Brooktynyn. Y., Aprit®p 1954. 
Hon. Homer E. CaApPeHaArt, 


Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. CU. 


Dear Senator CAPpEHART: AS the largest originator and holder of home mort- 
gages, we feel it a duty to record with you our views regarding the pending 
housing legislation, Senate bill S. 2938, House bill H. R. 7839 presently before 
the Congress. 

We are generally in accord with the spirit of the legislation. 

More particularly we are interested in the changes proposed for FHA section 
203. We have felt for some time that an upward revision in the loan limits 
under this section has been much needed in order to afford civilian home buyers 
the opportunity to buy the home they want and are able to carry, but for which 
they have been unable to amass the presently required high downpayment. 

The principle of low downpayments was established by FHA as far back as 
1988. We have made loans under the program at every level available. We can 
assure you that our experience has been excellent. We feel stronglv that the 
theory of low downpayments on home purchases is economically sound and non- 
inflationary. 

The creation of equities in their own homes by making regular monthly pay- 
ments adapted to their ability to pay is actually the only way many families 
in the low-income group can save money-—surely a sound and American way 
of living. 

We do take sharp issue with one element in the bill. That is the proposal 
for administrative control of the downpayment and terms making them avail- 
able only when and to the degree decided upon by the Government agencies. 
While this authority is vested in the President. as a practical matter such de- 
terminations would be made on the advice of these agencies. 

Such a condition would inject an element of uncertainty into an industry which 
of necessity must depend on stability and lone-term planning. Mortgage lenders, 
particularly those in the New York metropolitan area, where there has always 
been a high degree of availability of mortgage money, would find it impossible 
to maintain any long-range investment program so necessary particularly to 
savings hanks which provide the largest part of the home financing in the area. 
A long-range program is an absolute necessity to adequately provide for the 
orderly and advantageous investment of our depositors funds. 

T hore that our views will receive your usual earnest consideration. 

Very truly yours, 


Grorce C. Jonnson, President. 
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Spokane, WaAsH. 
Hon. Warren G. MAGnusoON, 


Senate Office Building, Washington, D. C.: 


I urge that you vote against current public housing legislation and vote for 
expanding section 221 to include minorities and other low-income families on 
controlled programed basis. Also vote for lower downpayments of 95 percent 
on first $10,000 and for elimination of proposed Presidential credit control. 
These matters urgently need your attention for the benefit of the people of the 
State:of Washington. 

VINCENT Buck, 
Western Builders Co. 


STATEMENT OF THE BUFFALO CHAMBER OF COMMERCE 


The Buffalo Chamber of Commerce favors the proposed Housing Act of 1954 
(8S. 2938, H. R. 7839). 

It believes that the proposed act is well adapted to provide stimulus to home 
building through the discretionary relaxation of credit terms as relating to 
guaranteed mortgages on real estate. 

It also believes the proposed act provides a needed revision of the housing laws 
that should improve housing conditions in the Nation. 

The provisions of the proposed act relating to slum clearance and urban de- 
velopment are commendable for their enlistment of affirmative local action as a 
condition of Federal aid, and for their objective of preventing deterioration. 

The design of the proposed act to encourage the shift of housing responsibility 
from the Federal Government to private industry is commendable. Similarly, 
the proposed reorganization of the Federal National Mortgage Association, with 
the gradual transfer of its ownership from the Federal Government to private 
hands is desirable. 

The Buffalo Chamber of Commerce favors the permissive equalization of 
mortgage terms as between new and existing housing, as leading to a more healthy 
real-estate market. This would make existing housing available to larger 
groups and tend to stabilize the market for such housing. Authorization to 
adopt interest rates to current conditions is also favored as a means of insuring 
the free flow of mortgage money. 

The chamber believes that under existing laws, new construction has too often 
been channeled into ‘the smaller type of home, as a result 6f credit terms rather 
than need. The proposed raising of the maximum insurable amount, the reduc- 
ing of the minimum ratio of loan to value on moderate mortgages, as well as the 
extension of time for payment, should help to improve the quality of home build- 
ing and raise the living standards of the country. 


Los ANGELES, CaLir., April 2, 1954. 
Senator Homes E. CAPEHART, 
Senate Office Building, Washington, D.C. 

Dear SENATOR CAPEHART: I believe, as you do, in improving all housing in 
America, and particularly housing for the low-income families. 

Twenty-five percent of the privately owned rentals, according to United States 
Census figures, now rent for less than public housing rentals. Our first con- 
sideration, therefore, must be to concentrate on the improvement of this large 
segment of our housing supply, which is the best answer for housing the low- 
income families; namely, those who pay less than public housing rent. 

The millions of dollars spent and committed in public housing subsidies only 
serve to absorb the customary excesses of Government-owned operations, plus 
reducing the rent levels approximately $10 per month less than the national 
median of $47.18. These subsidies will be paid primarily by our children and 
grandchildren over a period of 40 years. The current generation, of course, 
profits from the tax-exempt public housing bond. These are the facts but, I am 
sure, not the objective. 

Sincerely yours, 
Ferrz B. Burns. 
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CALIFORNIA BANKERS ASSOCIATION, 
San Francisco 4, January 11, 1954. 
Hon. Homer E. CAPEHART, 
United States Senate, Washington, D. C. 

Dear Str: We earnestly submit for your consideration the following statement 
prepared by our commission on lending practices and approved by the executive 
council on December 11, 1953. 

The commission on lending practices of the California Bankers Association, in 
its meeting of October 12, 1953, discussed at length the serious problems affecting 
mortgage financing today. The commission feels that California is unusually 
concerned in this problem due to the great increase in, population it has experi- 
enced, and because approximately 15 percent of all FHA and GI loans have been 
made in this State. After careful deliberation, the commission went on record 
supporting the recommendations of the committee on real-estate mortgages of 
the ABA savings and mortgage division which were later approved by the execu- 
tive council of the American Bankers Association. These recommendations are 
briefly summarized as follows: 

1. FHA should be restored to a completely independent status as soon as possi- 
ble and be governed by a policymaking board, the majority of whose members 
should be drawn from the ranks outside the Federal Government. The members 
of this board who are chosen from Government shall be officials of its monetary 
and tiscal departments and agencies. 

2. The rate of interest on veterans’ loans should be flexible, subject only to the 
laws of supply and demand. 

3. All responsibility for the means and methods of direction of mortgage credit 
should become the responsibility of the Federal Reserve System, The Federal 
National Mortgage Association should be immediately restricted to an emergency 
standby status. 

4. The technical services of the Veterans’ Administration, including appraisals, 
inspections, and credit investigations, should be transferred to FHA to eliminate 
parallel agencies performing similar functions, and thus avoid duplication of 
effort and expense. 

The commission believes that if these recommendations are made effective, and 
if there is a free and uncontrolled interest rate on GI loans and FHA loans as 
well, that the normal sources of credit will flow freely throughout the many areas 
of the United States, and supply the financing needed tor the economically sound 
projects required to properly house the citizens of this country. 

Please accept our sincere thanks for your examination of these suggestions. 

Respectfully yours, 
Oscar R. MENNENGA, 
EReecutive Manager. 





CHARLESTON Boarp OF REALTORS, INC., 


Charleston, W. Va., March 24, 1954. 
Hon. Homer E. CAPpeHART, 


Chairman of the Committee on Banking and Currency, 
Washington, D. C. 

DEAR SENATOR: On March 8, 1954, the Charleston Board of Realtors, Inc., 
Charleston, W. Va., unanimously approved and passed the following resolution : 

“Whereas the members of the Charleston Board of Realtors are informed 
that a recommendation has been made to the President of the United States 
that the technical functions of the Veterans’ Administration including real- 
estate appraisals and compliance inspections be consolidated with those of other 
governmental agencies. and that all future Veterans’ Administration real-estate 
appraisals and compliance inspections be made by other agencies; and 

“Whereas in our opinion this would delay the immediate attention and 
service given the veterans in the past on GI loan appraisals and compliance 
inspections ; and 

“Whereas the cost of this service has been willingly paid by the loan applicant, 
and it is our belief that these costs have been nominal; and 

“Whereas we are of the opinion that the independent fee appraisal system 
now used by the Veterans’ Administration affords more satisfactory service to 
all persons concerned : Therefore, be it 

“Resolved, That members of the Charleston Board of Realtors in regular 
meeting assembled this 3d day of March 1954 in the Daniel Boone Hotel, Charles- 
ton, W..Va., do urgently recommend that the independent fee appraisal and 
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complianee. inspection system now used by the Veterans’ Administration be 
continued as is; and be it further 

“Resolved, That a copy of this resolution be mailed to the chairman of the 
Committee on Banking and Currency of the United States Senate and the 
House of Representatives, Washington, D. C., and that a copy also be sent 
Senators M. M. Neely and Harley M. Kilgore, and Representative Robert C. 
lsyrd asking their support of the independent tee appraisal and compliance in- 
spection system of the Veterans’ Adiinistration and that it be continued 
as 18. 

The independent fee appraisal and compliance inspection system now used 
by the Veterans’ Administration is a method of appraisal whereby the local 
veteran office selects qualified independent appraisers from the real-estate pro- 
fession to appraise real estate for the veteran purchaser. 

The Charieston Board of Realtors, Inc., is an organ.zation composed of real- 
estate brokers, salesmen, bankers, mortgage-loan brokers, and professional ap- 
praisers. The board is affiliated with the West Virginia Association of Realtors 
and the National Association of Real Estate Boards, We feel that we are a 
representative group of those engaged in and affiliated with the real-estate 
profession in Charleston, W. Va. area. 

We strongly urge that you give this resolution your prompt and serious 
attention. 

We would appreciate acknowledgment of receipt of this resolution and your 
comments regarding it. 

Yours truly, 
Rosert Pact McCormick, 
Secretary-Treasurer 


THE CHICAGO ASSOCIATION OF COMMERCE AND INDUSTRY, 
Chicago, IU., March 2, 1954 
Hon. Homer E, CaPEHART, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR CAPEHART: You are the chairman of the Banking and Currency 
Committee in whose hands lies the fate of true urban renewal. 

This letter is written at the suggestion of Congressman Fred E. Busbey of 
Illinois. He, as well as the other Congressmen from the Chicago area are aware 
of the vast areas of defunct lands in Chicago lying along railroad trackage 
and best suited for that and other reasons for industrial development. These 
properties can only be acquired by a public agency and the Housing Act of 1954 
seems to be an excellent vehicle for providing proper development of such defu 
lands. 

This can be accomplished by adding the following phrase “or open land to be 
developed for commercial or industrial use” to Public Law 171, Sist Congress, 
page 9, section 110 (c). The enclosure simplifies the matter, the underlined 
portions being the suggestion made herein. 

The problem represented in this request is not exclusively a Chicago blight, as 
all older cities of the country suffer similariy with defunct lands best suited 
for industrial or commercial development. 

The suggested amendment would not be a subsidy to industry as the resales 
would be made at prevailing prices. 

This letter is written by authority of the board of directors of the Chicago 
Association of Commerce and Industry. 

Respectfully submitted. 


t 


E. P. QuERL. 

Title I of the Housing Act of 1949 section 110 (C) states that: 

“Project may include acquisition of * * * III land which is predominantly 
open and which because of obsolete platting, diversity of ownership, deteriora- 
tion of structures, or of site improvements, or otherwise substantially impairs or 
arres:s the sound growth of the community, and which is to be developed for 
predominantly residential uses, or open land to be developed for commercial and 
industrial use. 

The italicized words are the amendment 
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CHICAGO ASSOCIATION OF COMMERCE AND INDUSTRY, CHI0AG0, ILL, 


Proposep AMENDMENT TO Pustic LAw 171, 81st Concress, Houstne Act or 1949, 
SecTion 110 (C) (11) 


Proposed amendment would add the words “commercial and industrial uses” 
to the paragraph referred to above. 


A STATEMENT OF REASONS FOR THE PROPOSED AMENDMENT TO THE. Hovsine Act 
oF 1949 TO ALLOW PREDOMINANTLY OPEN LAND WHICH ARRESTS SOUND CoM- 
MUNITY GrowTtH To Be ACQUIRED FOR COMMERCIAL OR INDUSTRIAL AS WELL AS 
RESIDENTIAL Use 


At the present time there are available only limited quantities of land suitable 
for industrial use within the city limits of Chicago, The accompanying map 
No. 1, showing “Vacant land zoned for industrial use,” shows that there are 
slightly under 4,000 acres of land fer sale within the city limits. By far -the 
greatest amount of this land lies in the southeast portion of the city surrounding 
Lake Calumet. Much of the land surrounding Lake Calumet is low and has 
poor footings for industrial buildings. 

There are large areas, within the city limits, of blighted vacant land which 
might be acquired under the Housing Act of 1949 by the Chicago Land Clearance 
Commission for residential use. However, there are some parcels of pre- 
dominantly open land, adjacent to railroads, which would be much more suitable 
for industrial or commercial development than for residential use. 

Map No. 2 shows 11 sites of predominantly open land, adjacent to railroads, 
wh'ch were selected by the technical advisory committee on industrial studies 
of the Chieago Plan Commission, with selections eoneurred in by the Chicago 
Association of Commerce and Industry. A summary of the conclusion of the 
technical advisory committee on industrial studies of the Chicago Plan Com- 
mission, published in 1952, stated, in part, that the demand for industrial land 
can be met by the following courses of action: 

“(a) Rezone approximately 1,300 acres of essentially vacant land which can 
find most satisfactory use for industrial purposes. 

“(b) Amend State (and Federal) acts governing the redevelopment of blighted 
vacant land for residential use to include the redevelopment of such land for 
industrial use. 

“(c) Redevelop for industrial use certain blighted areas in-the central area, 
thereby greatly increasing the usable, efficient industrial space. 

“(d) * oe >»? 

At the present time the Chicago Land Clearance Commission can acquire slum 
properties for residential, industrial, or commercial use, but it cannot acquire 
predominantly open lands for other than residential use. All 11 of the sites 
suggested on map No, 2 are unsuitable for residential development. However, 
for proper development of the community, for true urban renewal, these lands 
should be utilized for industrial or commercial purposes. By so doing they 
would create tax revenue for the city of Chicago and job opportunities for per- 
sons occupying dwelling units either now existing or on land developed for 
residential use. 

A great many sites of predominantly open lan? are impossible to acquire for 
any use because clear title to them cannot be obtained by private means. They 
are hampered by lost ownership, a great multiplicity of ownership, obsolete 
platting, and tax delinquency. Industry cannot be expected to assemble the large 
tracts necessary for modern one-story plants from lands on which title will re- 
main clouded. The large investments in facilities which industry makes in es- 
tablishing a plant must be expended only on unencumbered land. The only 
possible means of rehabilitating these lands is by condemnation through the 
operations of the Chicago Land Clearance Commission. 

The proposed amendment would allow “grants-in-aid” for the acquisition 
of nredominantly open lands for other than residential use. 

Public Law 171, 81st Congress, known as the Housing Act of 1949, now reads 
as follows: 

“Title I, section 110 (C) ‘project’ may include (1) acquisition of (i) a slum 
area or a deteriorated or deteriorating area which is predominantly residential 
in character, or (ii) any other deteriorated or deteriorating area which is to be 
developed or redeveloped for predominantly residential uses, or (iii) land which 
is predominantly open and which because of obsolete platting, diversity of owner- 
ship, deterioration of structures or of site improvements, or otherwise substan- 
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tially impairs or arrests the sound growth of the community and which is to be 
developed for predominantly residential uses, or (iv) * * *.” 

The amendment, as proposed, will include in the above paragraph the words 
“commercial or industrial”, as follows: 
“* * * (iii) land which is predominantly open and which because of obsolete 
platting, diversity of ownership, deterioration of structures or of site improve- 
ments, or otherwise substantially impairs or arrests the sound growth of the 
community and which is to be developed for predominantly residential, commer- 
cial, or industrial uses, or (iv) * * *,” 

For purposes of corresponilence with regard to the above statement, please 
address: BE. Paul Querl, Industrial Development Department, The Chicago As- 
sociation of Commerce and Industry, 1 North La Salle Street, Chicago 2, TH. 





SPOKANE, WASH., April 1, 1954. 
Hon. WARREN G. MAGNUSON, 


Senate Office Building, 
Washington, D.C. 


I urge that you vote against current public housing legislation and vote for 
expanding section 221 to include minorities and other low income families on 
controlled programed basis. Also vote for lower downpayments of 95 percent 
on first $10,000 and for elimination of proposed Presidential credit control. 
These matters urgently need your attention for the benefit of the people of the 
State of Washington. 


VERNON CONYERS. 


GALVESTON LUMBER Co., IN¢e., 


Galveston, Ind., March 17, 1954. 
Hon. HoMER CAPEHART, 


United States Senate, Washington, D. C. 

Drag SENATOR CAPEHART: I would like to express my feelings and wishes to you 
Senator Capehart on the new housing bill which your committee is studying at 
the present time. I deeply appreciate the importance of the chairmanship of 
the committee which you hold; however, I am writing to you mainly because of 
your being my Senator. 

Being in the retail lumber and building materials business, I am keenly 
interested in legislation relating to our national housing plans. Then too, my 
location also has something to do with my interest, being next door to the Bunker 
Hill Air Base. We are in the locality that has been asked by our Federal 
Government authorities to furnish some 2,500 additional housing units in the 
next 2 years to accommodate personnel that will be stationed at the Bunker Hill 
base. 

One of the main problems that confronts the building supply companies at the 
present time is the financing problem. Most new structures are financed in 
some way or another, and if the funds are not available for sound financing, 
then the needed houses do not get built. The provisions of the housing bill 8. 
2988, subsection 4 of section 201 will help. The plan to establish a secondary 
mortgage facility is most important to our industry; however, in my opinion, 
the provisions in the bill for a new FNMA would not do the job. The proposal 
recommended by the President’s Advisory Committee on Housing would be far 
more suitable and accomplish that end. 

I belfeve that the increase in maximum mortgage limits under section 203 from 
$16,000 to $20,000 for 1- and 2-family houses is necessary; however, I hardly 
believe that it is wise to make this increase discretionary with the President 
holding such authority, as it would make for uncertainty in our industry and 
the construction industry as a whole. In line with this thought, the part of the 
proposed bill that makes provisions for a 95 percent loan up to $8,000 is good: 
however, the 30-year maturity period should be written into the law and not 
left to the discretion of the President. The more loopholes we leave in our 
legislation, the more authority we delegate to other parties other than Congress, 
the more possibilities of future misinterpretation of the real intent of the bill 
at the time Congress acts upon it. 

Along with the above provisions, it is necessary to provide a flexible interest 
rate for FHA-insured and VA-guaranteed loans, which section 201, title Il of 
the above bill does. 
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Of great interest to the construction industry is the hopes of having longer 
terms and larger limits on the title I modernization. This is of special interest 
to the lumber dealer—because of the tremendous “do-it-yourself” program 
sweeping the country—in itself a great stimulus to keeping activity on a high 
level for the construction industry. With proper financing available to the 
average homeowner, he will go ahead and make improvements on his present 
owned home, not possible without the above modifications. 

Other features of the new housing bill before you are good. The consolidating 
of various programs of the FHA (this should be done in other agencies as well 
for greater efficiency) the leveling out of FHA downpayment schedule to en- 
courage the building of the homes in the $11,000 to $15,000 range, as our housing 
progress is going to rely on this bracket mainly. Providing for such action is 
taken care of in the proposed bill. 

I will greatly appreciate your consideration of my views when final action is 
take nin your committee on this proposed new housing bill. 

Yours very truly, 
Grorce W. Dacur, President. 


Derrort, Micu., February 25, 1954. 
Hon. HOMER CAPEH ART, 
Senate Office Building, 
Washington, D. C. 

HONORABLE SENATOR CAPEHART: At a meeting last week of the section 8 title I 
homebuilders of metropolitan Detroit, called for the purpose of considering the 
effect of the proposed amendment to the National Housing Act, I filed my report 
as chairman, a copy of which I enclose herewith. The report was prepared at the 
end of January and before the introduction of your bill and the one sponsored by 
Representative Wolcott. The membership, by resolution, instructed me as their 
representative to take all steps I thought might be necessary to call to the atten- 
tion of the Committee on Banking and Currency and to our honorable Congress- 
men the mistake being made in neglecting section 8 in the new housing program. 

Since that time I have had an opportunity of examining the bills introduced in 
the Senate and in the House, and find a provision simply for the repeal of section 
8 of title I and no provision for its incorporation under title II as was proposed 
in the recommendation to the President, 

It seems to me that the present legislation makes no provision whatsoever for 
housing for low-income groups except for section 221 which is “Designed * * * 
to assist in relocating families to be displaced * * *” as the result of any rehabili- 
tation program or discontinuance of Lanham Act or Government housing. In 
other words, the act makes no provision whatsoever for additional units for low- 
income groups, 

Since I am away from the office due to slight illness, I am dictating this letter 
to my secretary over the phone and having her forward same with the enclosures 
to you in order that delay may be avoided. 

Sincerely, 
Sipney ©. Barnes. 


Report TO Secrion 8, TrrTLe I BUILDERS OF METROPOLITAN DETROIT ON PROPOSED 
SECTION 221 AND AMENDMENTS TO TITLE I 


The proposed section 221 is based on the assumption that under present condi- 
tions the building industry cannot produce owner-occupant or rental housing 
units for low-income families. The term “low-income families” is not defined 
except that the general statement is made that the phrase is intended to cover 
ull families whose income is insufficient to maintain them at a level of adequate 
living. On page 282 of the report there is set forth an adequate living budget 
for some of the major cities. The amount necessary for adequate living for a 
family of 4 in Detroit as of October 1951, is stated to be $4,195. Making allow- 
ance for the increase in cost of living since that time, the estimate at today’s 
level would be about $4,294. 

The conclusion that must be drawn from the report is that private industry 
is unable to provide housing for families in the Detroit area whose income is 
below $4,294 per year. Since the enactment of section 8, title I of the NHA, and 
under its provisions the building industry has been supplying housing on a con- 
stantly increasing scale to families with an income of $2,500 per year and up. 
Furthermore, all of the purchasers have qualified under FHA regulations regard- 
ing adequacy of income to sustain their housing charges. This has all been done 
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despite the fact that mortgage funds have been very tight, that most section 8 
builders have had to pay a premium in one form or another for their mortgages, 
and that there has been no subsidy to support the program. 

One of the subcommittees of the Senate Committee on Banking and Currency 
has made an investigation of the section 8 program in Detroit and I believe they 
have the information in their files to prove that the program has created attrac- 
tive new neighborhoods in the Detroit area, has built up substandard neighbor- 
hoods rather than created new slums. It is probably true that without the fine 
administrative supervision and cooperation of the local FHA office and the intel- 
ligent handling of problems and the willingness to cooperate on the part of most 
of the builders in the program, a different situation might have developed. 
However, it has been definitely proven in this area that the section 8 relaxation 
of standards does not create new slums, but rather improves neighborhoods. 

The Subcommittee on Housing for Low Income Families has stated with regard 
to proposed section 221: 

“In fact, we oppose the lowering of standards which would affect the soundness 
of the structure or the neighborhood environment because we would simply be 
creating the problems we are now struggling to solve.” 

Standards should not be lowered to affect soundness of construction. Experi- 
ence has taught section 8 builders, however, that when they go into an old neigh- 
borhood on a spot-lot project the effect is to build up rather than break down the 
area. Old homes which have been neglected for years are spruced up, painted, 
and modernized to match their new neighbors; the individuals or the townships 
put in paving and sidewalks; the whole neighborhood competes for the best 
lawns and gardens. This element of improvement has been fostered by local 
FHA suggestion and help and most of the builders have cooperated. 

The above are facts which the committee should recognize. Carefully handled 
relaxation of neighborhood standards and site acceptability requirements can 
go a long way in accomplishing the following: 

1. Doing away with the necessity for subsidy to low-income groups by mak- 
ing available low-cost land. 

2. Improving neighborhoods which would otherwise eventually deteriorate 
into slums. 

3. Making available a larger quantity of sites, since many zoning require- 
ments and private restrictions: make the construction of low-cost homes pro- 
hibitive. 

Exhibit 5 attached to the subcommittee report on Housing for Low Income 
Families (p. 291) shows that in 1951 20.4 percent of the total urban popula- 
tion earned less than $2,500. Assuming that section 8 cannot provide housing 
for this segment of the population, can the proposed section 221 accomplish 
the purpose? 

It can be assumed unless a secondary market is established through Gov- 
ernment subsidy, that mortgage money for a 100 percent, 40-year mortgage 
will not be available. If Government subsidized financing is made available 
then a minimum unit with a $6,000 mortgage can be produced for families able 
to afford a total housing expense of $55.35 per month or only for families 
having an income of over $50 per week. Since section 8 builders are already 
able to supply housing for such families, the new section accomplishes nothing 
except that it eliminates the downpayment. If that is all that need be accom- 
plished, then it can be done under section 8 pursuant to a much simpler plan. 

If section 8 was amended to permit sales under the land contract mortgage 
plan initiated and developed by John Heal and Sidney C. Barnes, no down- 
payment or only such small downpayment as the builder may choose need 
be required. The builders, in so doing, would stand on their own feet; solve 
the problems of the minimum downpayment without further Government help. 
Furthermore, FHA insurance funds would not have to be separated because 
the risk of foreclosure in these cases would not be greater than under present 
practice. 

To make this program work, only minor amendments to the law will he 
required. In order to induce the builder to bear the risk of payment of the 
land contract balance, the Internal Revenue Code should be amended to provide 
that in such sales under section 8 only that profit received at the time of closing 
through receipt of the mortgage proceeds and downpayment, if any should be 
considered as income then received, the balance of the profit received through 
liquidation of the contract should be income if, as, and when received. 

It is my suggestion that the mortgage limit be increased to $7,000 for 2-bed- 
room homes and $7,500 for a 3 or more bedroom home or for a 2-bedroom 
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home with an unfinished attic capable of being used for 1 or more additional 
bedrooms on Completion, The mortgage should continue to be 95 percent of 
appraised value. 

Those in the business know that one of the most important factors in keeping 
the incidence of foreclosure so remarkably low under section 8 has been the 
sweat equity of the owner. Owner completions should be continued and widened 
in all phases of their capability. 

This same method of financing can be used in the sale of rehabilitated used 
homes. To prevent abuses, it is recommended that no used home”b® accepted 
unless prior to its rehabilitation it is inspected by the FHA and certain minimum 
rehabilitation requirements be set and that a commitment for insurance there- 
after be obtained on a specific set of specifications for each job and that the 
jobs be inspected and passed by the FHA. 

It is further suggested that a mortgage to a builder for rental purposes of 
90 percent of evaluation be given both on new and rehabilitated homes. <A higher 
percentage mortgage is justified in providing lower rentals. 

What is to be done for those families whose income is below $2,500 per year? 
Can private industry provide housing for them? Approximately 7 percent of 
the families of the country (as of 1951) have incomes between $2,000 and $2,500. 
Low-rental projects produced by private industry should be: able to provide 
decent housing for such families. Relaxation of set standards will open up a 
certain amount of lower-cost sites. Careful administration by the FHA will 
not only prevent these units from deterioration into slums, but will help in 
lifting the standards of the entire neighborhood. A maximum mortgage limit 
of $5,000 per unit for 1- and 2-bedroom units and $5,500 for 3 and more bed- 
rooms should be sufficient. A 95 percent mortgage should be given to coopera- 
tives and 90 percent to builders. In order to keep monthly housing charges 
as low as possible, it is recommended that for this group no mortgage insurance 
premium be charged. 

Section 8 is a readymade, proven method of providing housing for the low 
income and lower middle class income families. According to exhibit 5 (p. 291) 
attached to the report of the Subcommittee on Housing for Low Income Families, 
aproximately 28 percent of the urban families of the United States earned 
between $2,500 and $4,000 in 1951. The same exhibit shows that the total urban 
families in that year earning from 0 to $4,000 was 48.5 percent of the total urban 
families in this country. The startling fact is that it has already been demon- 
strated’ by the section 8 builders that 58 percent of the families whom the com- 
mittees have declared to be beyond the reach of private industry for their housing 
needs without subsidy from the Federal Government can be and have been ade- 
quately serviced. Furthermore, the percentage must probably be considerably 
greater when we take into consideration the fact that housing can be provided 
in the areas of more moderate temperature at a lower price. 

It seems obvious that what needs to be done is a streamlining and broadening 
of the section 8 program as a means of solving the housing needs of the poor. 
What has been done in Detroit can be done on a national scale. The program 
should be separated and placed under the jurisdiction of a special Deputy Admin- 
istrator who understands and is sympathetic with the needs of the people and 
the building problems inyolved. It should not be placed within title 2, because 
the problems, treatment, and handling are entirely different and because further 
experimentation is necessary. 

The success of section 8 in Detroit has been attributed to the fact that this is 
a city of workers who are acquainted with the use of tools, and they are therefore 
capable of finishing off their homes. I doubt whether the Detroit workers who 
bought the section 8 homes were more skilled in the trades necessary to complete 
a home than any other workers. My own observations have been that the pur- 
chasers who were raised on farms, generally speaking, did the best completion 
jobs. I think, however, that the necessity of special skill has been overempha- 
sized. With very few exceptions, the jobs in completion could be done by almost 
anyone. One of the mistakes made in 1953 in the section 8 program was the 
requirement for a greater extent of completion. The result was an increase in 
price, which blocked out a segment of the population needing homes. 

The section 8 program should be a great success in farm and rural areas as a 
means not only of providing homes, but farm buildings as well. If administra- 
tively it was made possible for farm families to provide so much of their own 
labor as their capabilities permitted the program would go a long way to solving 
the rural housing needs. Not only would the farm family, with its special skills 
in construction, be able to make use of them, but they could also schedule the 
work during the seasons when their farmwork has been completed. 
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If section 8 becomes a part of 208 and is administered by its personnel, it will 

most probably be treated as an undesirable stepchild, and I believe we can expect 

its death through regulations which will make the program impractical within 

a short time. ‘This is not said in criticism of the personnel of the FHA. It seems 

to me only logical that those concerned principally with housing under section 

203 will approach the problems of section 8 on the same basis. Mass production 

requires standardizations. In the same department exceptions are a nuisance, 
and the tendency will be to do away with them. 

In the event the section 8 program receives serious legislative consideration, 
one of the important recommendations should be that the sole method of evalua- 
tion should be reproduction cost. Another is the insurance of construction 
advances for rental housing similar to section 608. 

Srpney C. BaRNEs. 

Derrorr, Micn., January 26, 1954. 


SpoKANE, WasH., April 1, 1954. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C.: 

I urge that you vote against current public-housing legislation and vote for 
expanding section 221 to include minorities and other low-income families on 
controlled programed basis. Also vote for lower downpayments of 95 percent 
on first $10,000 and for elimination of proposed Presidential credit control. 
These matters urgently need your attention for the benefit of the people of the 
State of Washington. 

ANTONE EBERLE. 





New York, N. Y., Warch 30, 1954. 
Hon. Homer B. CAPEHART, 
Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

This association desires to register strong support to the testimony presented 
to the Banking and Currency Committee, March 19, urging the amendment 
of S. 2988 to extend the provisions of title IX of the National Housing Act 
and title III of the Defense Community Facilities and Services Act of 1951. 
Our 260-member agencies serving needy families throughout the United States 
are acutely aware of the desperate need for decent, low-cost housing, especially 
in the defense-impact communities. The worst of these situations result from 
Federal defense projects and, therefore, seem to us to place a _ particular 
responsibility on the Federal Government for alleviating the woefully inadequate 
housing available. 

Bart N. PARKER, 
Assistant General Director, Family Service Association of America. 


GuAM, April 7, 1954. 
Re Financing and Housing Needs of Guam. 
Senator Homer E. CapeHart, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


DeaR SENATOR CAPEHART: As one of the sponsors of a major rental housing 
project in Guam, I take this opportunity to outline the problems encountered 
therein and to appeal to you and your committee for legislative assistance. You 
are no doubt aware of many of the facts and problems herein set forth. My 
knowledge and analysis of the problem is firsthand, however, and I respectfully 
submit the following for your consideration. 

Guam lies westerly 5,600 miles from the California coast. It is a naval 
base of great magnitude and the far western outpost of United States territory. 
When Guam was retaken from the Japanese occupation forces it was shelled by 
our fleet for 4 days prior to the invasion. Practically every building on the 
island was blown to bits. The invading forces moved into the island bringing 
with them their temporary quarters: Wood frame, Army prefabricated build- 
ings, sheet metal quonset huts, and sheet metal Butler buildings were the pri- 
mary housing facilities installed after the invasion. All of these units had an 
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estimated life of approximately 5 years. This was 10 years ago. Today, those 
same buildings are being used in their rusty dilapidated condition as housing 
for the people of Guam. 

The Organic Act of Guam as passed by our Congress in 1951 granted to the 
native population of Guam their citizenship, established an elective legislature, 
and appointive civil governor and bestowed upon Guam the status of a territory 
very similar to that of Alaska and Hawaii. At approximately this same time 
the critical need for new permanent modern housing was being discussed among 
the Guam Government officials, the Housing and Home Finance Agency and the 
Federal Housing Administration. It was determined at that time that FHA- 
insured mortgages should be made available to the people of Guam. Defense 
housing and military housing were discussed but it was thought better to provide 
title II housing for Guam since it was and is a better and more permanent solu- 
tion to the housing problem. An FHA field office was established on the island 
and applications were taken for insured home mortgages. At this point the 
entire program failed. No lending institution in the United States, either insur- 
ance company or banking organization, was willing to make long-term loans in 
Guam even with FHA’s mortgage insurance. Tue to this lack of financing, the 
FHA'’s field office has processed less than 40 residential units since its establish- 
ment, almost 2 years ago. 

The situation existing today in Guam is very similar to the situation which 
existed in Alaska prior to the enactment of the Alaska Housing Act. Alaska 
had the same problems we now have in Guam, namely, inadequate housing facili- 
ties and inadequate long-term financing to enable those facilities to be replaced 
with modern permanent structures. In 1953 the Senate Banking and Currency 
Committee in proposing legislation for the Housing Act of 1953 was well aware 
of this situation. In the Senate bill provision was made to make certain portions 
of the Alaska Housing Act applicable to Guam. Had this passed as the Senate 
bill had been written, housing projects in Guam would now be well under con- 
struction. Unfortunately, this was not the case. In joint conference it was 
decided that possibly the Federal National Mortgage Association’s 1-for-1 plan 
would provide the necessary financing without further assistance. As has been 
proved this last year, the 1-for-1 plan is not the solution to Guam’'s problem. 
The reasons are as follows: . , 

1. There is an inherent discount in the 1-for-1 program which must be 
absorbed by the builder. Since the earned income derived from a rental housing 
project is predicated on the sponsor's equity, and since said equity does not 
reflect the discount, the earned income on the actual equity, including the dis- 
count absorbed by the builder represents a return so reduced that it is not a 
sound investment on the part of the operative builder or rental project sponsor. 

2. The 1-for-1 plan does offer a method of financing for units te be built for 
sale. However, in Guam the market for sales units is negligible. This is so 
because Navy personnel seldom stay on the island of Guam beyond their 18 
months normal tour of duty. The civil service employees of both the Federal 
Government and the Guam Civil Government are largely on 1- to 2-year con- 
tracts, thereafter returning to the States. The people in private enterprise on 
Guam are, to a large extent, assigned for relatively short periods to Guam 
branch offices of firms with headquarters elsewhere. It is the studied opinion 
of the writer that the construction of 40 or 50 sales units would flood that 
market. The demand for rental units, however, is quite a different story. 
Native inhabitants, now citizens, Navy personnel and civil service personnel and 
people in private enterprise all desperately need modern housing with adequate 
sanitation, parking areas, parks, playgrounds, in short, the type of housing we 
expect our people to have. 

Since the 1-for-1 plan is not a satisfactory solution to rental housing projects, 
and since there is virtually no other market in Guam, it follows that the 
1-for-1 program is of no assistance to Guam, The Navy made a survey of the 
housing requirements on the island. The figures established are classified but 
are available to the Senate. The Housing and Home Finance Agency. made a 
survey of the housing requirements in Guam. This survey was transmitted to 
the Federal Housing Administration. It indicated an immediate need for a 
minimum of 1,600 units. The Pacific Tron & Steel Corp., joint venturing with 
M. W. Finley and D. EB. Turner have completed the plans and secured firm 
commitments from the Federal Housing Administration for a project totaling 
only 600 residential units, plus accessory buildings. The mortgage amount as 
committed by FHA is $6,571,200. These sponsors have invested heavily in attor- 
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neys’ fees, FHA examination fees, «rchitects’ fees, engineers’ fees and travel 
expenses, The sponsors have made every effort to secure financing for the Guam 
project and have come to the conclusion that only through legislation can such 
a program of housing and financing be brought to a successful conclusion. 

The new bill, H. R. 7839, restricts the activities of the Federal National Mort- 
gage Association in such a manner that only through Presidential directive can 
any assistance whatever be made available to Guam. Further, it specifies that 
any mortgages purchased by the Association shall be such that they meet the 
current market requirements of private investment concerns, and further, that 
such mortgages be purchased at a realistic market price. It is the contention 
of the writer that these two restrictions would (1) either preclude the purchase 
of mortgages in Guam since it is easily proved that such mortgages are not 
acceptable to private lending institutions, or (2) that the realistic market values 
would necessarily be established so far below par that the resulting purchase 
commitment would be unusable. 

The writer has taken this problem up with the Housing and Home Finance 
Agency, Federal Housing Administration, the Department of the Interior, Office 
of Territories, and has recommended an amendment for the present housing bill 
as reported (H.R. 7839). The amendment was prepared by the General Counsel 
of the Housing and Home Finance Agency at the writer's request, as follows: 

Page 169, line 9, insert the following before the period : 

Provided. That, notwithstanding any other provision of this title, the As- 
sociation is hereby authorized to make commitments to purchase and to pur- 
chase, service, or sell any mortgages, not exceeding in the aggregate $10 million 
in original principal amounts, in connection with projects or properties located 
in Guam, if such mortgages would have been eligible for purchase by the As- 
sociation had they been offered to the Association prior to the enactment of 
the Housing Act of 1954.” 

This amendment, if adopted, would definitely provide a solution to the hous- 
ing shortage in Guam. It would make it possible for Federal National Mort- 
gage Association to purchase at par mortgages in Guam using funds already 
available to the Association. We are not asking that the Federal National 
Mortgage Association be granted the power to make advances on construction, 
since this phase of the financing is already available through private banks 
with the proviso that the mortgages definitely will be purchased on completion 
of construction. We are asking only a, limited amount of such financing since 
the requirements of Guam are small as compared to other areas. 

The sponsors of the housing project above referred to sincerely request that 
your honorable body give full consideration to this proposed amendment. The 
interests of the sponsor and the Island of Guam are identical. 

Respectfully submitted. 

M. W. FINLEY. 
(On behalf of Pacific Iron & Steel Corp.) 


Gross Bros.. 
New York, \. Y.. March 10, 1954. 
Hon. Irvine M. Ives, 
United Statcs Senate, Washington, D. C. 

Srr: A problem of vital concern to the New York City builders has arisen in 
the housing bill, S. 2938, page 13, line 10. This refers to title 213, Cooperative 
Housing, and changes the criteria from estimated cost to estimated value. 

As you know, New York City has not kept pace with our national-housing 
economy and, in fact, the private builders have been unable to reach 30 percent 
of the volume established by them in the 1920's. 

While the attitude of our city officials is quite friendly toward builders, 
nevertheless, when he finishes his building, he becomes a landlord, and in any 
rent-controlled economy, the position of a landlord is difficult. The solution 
lies in a builder performing his function as a builder, and then selling his 
product on a cooperative basis. This movement is making rapid progress. 
net only with respect to new buildings but also has spread to existing structures. 

The change from cost to value in the housing bill came about because of 
its operation in what is known as a “sales-type” of cooperative, which refers 
to groups of individual one-family houses, and the change, if required, should 
he confined to that portion of the act. 

In the management type of 213, which concerns itself with multifamily 
structures, this change will require the FHA to capitalize the net return from 
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the rental amount, as stated in the application, in order to arrive at a value. 

Since the very purpose of a cooperative is to arrive at the lowest possible 
rent, Caapitalizing this figure will automatically materially reduce the mortgage 
amount and increase the downpayment. 

While the bill provides a 90-percent mortgage and, in the event of 65-percent 
veterans’ occupancy, a 95-percent mortgage, the application of the most favorable 
rate in use would result in an 84-percent mortgage and a 16-percent down- 
payment. On a national basis, the average downpayment would be between 
25 and 30 percent. 

If a further penalty factor is imposed for location, these mortgage amounts 
will be reduced still more, and the downpayment increased accordingly. 

It. will be quite impossible to use title 213, in connection with title 1 urban 
redevelopment operation. 

I would appreciate your good offices in bringing this matter before the 
Banking and Currency Committee, with your recommendation for its change. 

Respectfully submitted. 

ALFRED GROSS. 


Capitalization effect on title 218, typical New York City apartment under 
present laws 


Sales price (FHA replacement cost per apartment) ____~ ~ ice, 
BONNE west ae Se Nae ee a aE ieee 100 
Operating cost (taxes, fuel, labor, etc.)_...._.-____-____________- eros 50 
Net amount for debt service available for capitalization, per annum___-_ 600 


Applying various capitalization rates to net return 


1. 6 percent, 50 years, rate 14.74 equals $8,844, at 95 percent (maximum veteran 
mortgage, $8,400), 16 percent downpayment. 
2. 6% percent, 40 years, rate 12.76 equals $7,656, at 95 percent (maximum 
veteran mortgage, $7,250), 22% percent downpayment. 
3. 7 percent, 40 years, rate 12.11 equals $7,260, at 95 percent (maximum veteran 
mortgage, $6,900), 31 percent downpayment. 
4. 6%4 percent, 50 years, rate 13.45 equals $8,070, at 95 percent (maximum 
veteran mortgage, $7,650), 23144 percent downpayment. 
Rate 1 is used in the New York insuring office of the FHA. 
Rates 2 and 3 are in general use throughout the country. 
Rate 4 is contemplated for title 1 redevelopment use in New York. 





Hovusine AuTHOrITY, Crry or HACKENSACK, N. J., 
March 26, 1954. 
Hon. H. ALEXANDER SMITH, 
Senator, New Jersey, 
Washington, D. C. 

Deak Senator: The proposed Housing Act of 1954, S. 2938, recently introduced 
in the Senate of the United States, makes no provision for the expansion of the 
public housing program. It its of the utmost importance this bill be amended 
to contain provisions that: 

1. Enable the President of the United States to determine whether the pro- 
gram in any fiscal year should be 135,000 public housing dwelling units, or more 
or less, which discretion was delegated to the President in the Housing Act of 
1949. 

2. Local housing authorities be authorized to prepare programs for public 
housing in the planning stage so as to develop a continuity of projects that would 
be ready for construction within the number of dwelling units provided for in 
each fiscal year in the Housing Act of 1949 or such greater or lesser amount as 
determined by the President. 

As you no doubt know, Hackensack has only 144 units which are fully oc- 
ecupied and over 300 eligible applicants on file. There are, according to the 1950 
census of housing report, 798 occupied substandard dwelling units in Hacken- 
sack. These have not been condemned because of the housing shortage. 

We urge you to support the above amendment to the proposed Housing ‘Act. 

Sincerely yours, 
JosePH C. BARSALONA, 
BPrecutive Director. 
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Mount LAKe REALTY, 
Seattle, Wash. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C. 

Urgent to defeat public housing and leave home dwelling construction for 
minorities to private industry. Imperative FHA lower downpayments im- 
mediately to maximum 5 percent up to $10,000. Lower income non-GI families 
forced to pay high rental due to inability to purchase in view of present down- 
payment regulations. 

ALBERT L, LA PIERRE. 


LINCOLN, NeEsR., April 1, 1954. 
Senator HuGu BuTLeR, 
Washington, D. C.: 

Re housing bill from our 100 members. We are trying to house personnel of the 
Strategic Air Command here. Airmen with discharge can buy $12,000 house with 
nothing to $600 under VA. Civilians or airmen without discharge must pay at 
least $2,400 under FHA. Downpayment on comparable house at first of war was 
$600, under FHA, being 10 percent of $6,000. We want 95 percent of first $10,000 
and 75 percent of balance written into bill. Need is urgent for average home 
buyer. Too high downpayments could make this a depression. We cannot 
operate 6 months to a year ahead with the uncertainties of executive action. 
Furthermore, President has had this authority and hasn't used it. Public Hous- 
ing has failed; should be left out of bill. Section 221, if properly expanded, will 
take care of low-income groups, especially minorities. 

HoME BUILDERS ASSOCIATION OF LINCOLN, 
ERVIN PETERSON, President. 


EcHo MortTGaGe Corp., 
itlanta, Ga., February 22, 1954. 
Senator Burnet R. MayRank, 
United States Senator, South Carolina, 
Senate Office Building, Washington, D.C. 

Dear SENATOR: It is my understanding that on February 12, 1954, Senator 
Capehart and Representative Wolcott, chairmen of the Senate and House Bank- 
ing and Currency Committees, concurrently introduced the administration hous- 
ing bill (S. 2938 ; H. R. 7839). 

My primary interest in this legislation is as follows: Under title I of FHA 
insured loans, there will be a provision, the summary of which is: 


“TITLE I, FHA INSURANCE 


“Increase improvement and repair loans from maximum of $2,500 to $3,000 and 
repayment period from 3 years 32 days to 5 years 32 days. Change the existing 
maximum of $10,000 for multifamily improvement or conversion loans to $1,500 
per family unit or $10,000, whichever is greater, and the maximum loan terms 
from 7 years 32 days to 10 years 32 days.” 

For your information, I have recently written Mr. Samuel E. Neel, general 
counsel of the Mortgage Bankers Association, for his opinion as to whether the 
foregoing legislation will permit air conditioning of multiunit 608 projects. 
Mr. Neel’s opinion is that same will be permitted under this legislation ; however, 
I do not believe that air conditioning is specifically set forth as one of the pos- 
sible improvements under the title of this loan. Therefore, it will be deeply 
appreciated if you will see to it that it is clearly intended and understood that 
air conditioning of multistory units will be eligible under this title I loan 
classification. 

You probably know that my dad and I, as well as J. C. Long, have interest in 
multistory apartment buildings, some of which are not presently air condi- 
tioned. Therefore, if by an FHA-insured loan we could cause these apartment 
units to be air conditioned, I am sure that it would be of great help and be deeply 
appreciated by all of us—not to mention the fact that I am sure there are many 
other. owners of multistory units throughout the Nation who will definitely be 
benefited by this legislation. 
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Your efforts in this behalf will be greatly appreciated, and with kind personal 
regards and every good wish, I remain, 
Yours most sincerely, 
Leonarp L. Lone. 


LOUISVILLE CHAMBER OF COMMERCE, 
Louisville 2, Ky., February 22, 1954. 
Mr. Ira Drxon, 
Chief Clerk, Banking and Currency Committee, 
United States Senate, Washington 25, D. C. 


DEAR Mr. Dixon: We are sending you the enclosed analysis of public housing 
in Louisville which we hope will be of interest to you. 
Very truly yours, 
KENNETH P. VINSEL, 
Eevecutive Vice President. 


AN ANALYsIs OF PUBLIC HOUSING IN LOUISVILLE 


[The board of directors of the Louisville Chamber of Commerce authorized 
this study because so many civic problems are related to the subject of public 
housing. It discovered that an understanding of other problems requires a 
better understanding of local public housing. This is an analysis of the growth 
of public housing, methods of financing, costs to the taxpayers, services offered, 
and welfare aspects of the program.] 


INTRODUCTION 


Louisville has had public housing since 1986. After a modest beginning it has 
grown into an investment of at least $47 million, with some estimates running 
as high as $60 million. More than 4,709 families totaling about 20,000 people 
comprise what has been called this “City within a city.” 

No development of this magnitude can be set down in a city of 400,000 without 
changing some of the patterns of living. This is especially true when the 
development is as fraught with such wide interest as public housing. 

Louisville’s rapid growth has caused abnormal demands on basic services that 
are the city’s responsibility to provide. Large outlays of capital are required 
for new facilities such as streets, schools, and sewers. Even larger sums must 
be available to pay the continuing operating costs of these new facilities. 

The local housing commission pays its regular assessments for street con- 
struction, ete., as well as constructing its interior facilities. Other costs arise, 
however, in operating some of these services, as will be pointed out. 

As Louisville approaches the limit of its ability to raise additional revenue, 
the need for accurate knowledge of its municipal services and their costs is 
greater than ever before. This study of Louisville’s public housing program 
has three primary objectives, 

First, to describe the various services performed, including number of families 
and individuals served, facilities and services furnished, eligibility requirements 
for tenancy, and other descriptive data. 

Second, to analyze the cost of building and operating the several projects. 
This includes: Capital costs such as land, demolition, and construction; operat- 
ing costs such as utilities, maintenance, debt service, and payments in lieu of 
taxes; and finally, indirect costs such as providing schools, fire protection, and 
other municipal services required for the tenants. 

Third, to ascertain and describe the sources of revenue to provide public 
housing and its related services, including temporary and permanent financing 
of capital costs, Federal subsidy for operating deficit, and payments to the city 
by the projects and their residents. 

Several committees of the Louisville Chamber of Commerce work on problems 
which overlap into the field of public housing. In pursuing their work, these 
committees have asked such questions as “What is the nature of public housing in 
Louisville?” “What does it cost?” “Where does the money come from?” and 
“What is its economic impact on the community?” 

This report is a partial answer to some of these and related questions. 

It indicates that public housing in Louisville is a quasi-public welfare work, 
that the people who benefit from it should realize this fact, and that the taxpayer 
should be aware of it. 
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It shows that public housing is provided by the public on general basis and is 
available to the public on a selective basis as other public services. 

It shows that public housing in Louisville, by and large, provides dwelling units 
well above the substandard level which they were designed to replace. 

It shows that public housing in Louisville for the 4 years 1949-52 on the 
average, costs over $320,000 per year in direct subsidy from the Federal Gov- 
ernment. 

In addition to the Federal subsidy, this report shows other ways in which 
public housing exerts an impact on the economic life of the community. These 
include : 

1. An effective rate of 48 cents per $100 in lieu of taxes for public housing 
compared to $3 per $100 taxes for private housing or less than one-sixth as much. 

2. The city of Louisville makes no payments to the Louisville Board of Educa- 
tion for four of the local projects. 

3. The city of Louisville could now be deriving a net of more than $340,000 
instead of some $83,000 in lieu of taxes from these properties if it had been 
willing at the outset to pay 20 percent of the annual subsidy as described on 
page XX. 

4. Each family living in Louisville public housing projects would have to pay 
at least $182 per year in city taxes to pay a part of the local taxload equivalent 
to that paid by the average Louisville citizen, whether owner or renter, for the 
city services received. 


Brief history of public housing 


The first public housing projects in this country were built in the early 1930's 
as part of a bread program of public works construction. The objectives of 
this program were to provide jobs, stimulate the economy through increasing 
the demand for building materials, and to help eliminate slums. The Public 
Works Administration was the Federal agency responsible for public housing 
from 1933 to 1937. 

The second major development occurred in 19837 with the passage of the 
United States Housing Act. It created for the first time a special Federal 
agency to deal with public housing. Under this legislation a total of 191,700 
dwelling units were built in 268 communities, or an overall average of about 
16,000 new units per year. 

Public housing legislation was not changed to any great extent until 1949 
when a new housing act was passed, which revised and amended the 1937 
aet. Among the provisions of the Housing Act of 1949 was the authorization 
of funds for the construction and operation of 135,000 new rental units per 
year for 6 years. In the fiscal year of 1952 Congress reduced this figure to 
50,000 (then in the fiscal year 1953, the goal was further cut to 35,000 units 
and for the fiscal year 1954, the goal was cut to 20,000 units pending a study 
of the entire housing situation by a committee appointed by the President. 
This study is now being made and the committee will recommend to the Presi- 
dent its ideas as to the entire housing situation—public and private). 

A third form of public housing came into existence during World War II. 
To house vast numbers of war-production workers the Federal Government 
built many thousand units of temporary, emergency housing. These projects 
were intended primarily for use only during the duration of the war. How- 
ever, almost all of these units in Louisville have remained in service as public 
housing projects. 

All 3 types of public housing exist in Louisville: 2 of the 8 permanent proj- 
ects were built by the Public Works Administration; the remaining 6 were 
constructed under provisions of the Housing Acts of 1937 and 1949; the 3 tem- 
porary, emergency projects are hangovers from World War II. 

One of the last three, Fincastle Heights, was built under circumstances ad- 
vised against by the mayor’s war housing committee and Mayor Joseph D. 
Scholtz. This committee urged the Government that if it built any housing 
in Jefferson County it should build only temporury housing which could be 
removed after the emergency was over. The Government, nevertheless, built 
Fincastle Heights and designated it permanent housing, even after a commit- 
tee of architects and realtors appointed by the planning and zoning commis- 
sion advised that, in their opinion, the type of construction was of a temporary 
rather than a permanent nature. 
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Other people have gone so far as to suggest that Fincastle Heights, along with 
the Bowman Field and Grand Avenue projects, be razed at an early date. This 
suggestion has been made in view of the fact that all were really constructed for 
temporary housing. 


The table below shows their names, locations, sizes, ownership, and other 
pertinent data.’ 


The Louisville Municipal Housing Commission 

The municipal housing program in Louisville is administered by a‘local. housing 
commission as provided by chapter SO of Kentucky Revised Statutes. The city 
and the commission are vested with “* * * all powers necessary and appropriate 
to engage in low-cost housing and slum-clearance projects.” 

The Louisville Municipal Housing Commission was formed in 1936. It is a 
5-man commission consisting of the mayor, who serves ex officio, and 4 other 
members appointed by him with the approval of the board of aldermen. Com- 
mission members are appointed for 4-year terms which expire on successive years. 
The commission is nonpartisan, The law provides that no more than two mem- 
bers of the commission may belong to the same political party. The commission 
elects a secretary and a treasurer who need not be members. It is also empowered 
to employ technical experts, attorney, and necessary staff members. 

Each member of the commission, except the ex officio member, receives com- 
pensation, either as salary or as payments for meetings attended. Maximum 
annual compensation for the chairman of the commission is limited by State 
law to $2,000 per year, and a city ordinance limits members to $400 per year. 
The board of aldermen may limit the »mount of salary received by employees 
of the commission. 

Other than appointment of commission members and limiting compensation of 
their employees, the city government’s only other control over the commission 
is the power to approve and disapprove the plans to build a new project. The 
mayor and board of aldermen have no authority over the commission in matters 
relating to the operation of housing projects. 





1 See table on p. 1067. 
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The commission is a corporation, authorized and created by State statute. 
It becomes an active corporation when the mayor, with the approval of the board 
of aldermen, appoints members of the commission. Under the statutes and deci- 
sions of the State of Kentucky, this corporation, when implemented, becomes an 
agency of the State with power to contract and be contracted with, to sue and 
be sued. The statute of Kentucky creating this corporation becomes its charter. 
It can only operate within the limits of the city in which it is set up. Like many 
other corporations it may establish bylaws, rules, and regulations for its own 
administration. 

The members of the commission are: Mrs. Karl Lang, chairman; Mr. Foree 
Dennis, vice chairman; Mr. John B. MecFerran, Jr.; Mr. J. Everett Harris; and 
Mr. Andrew Broaddus, ex officio. 

The administrator and general counsel is Nicholas H. Dosker. The secretary, 
Rosemary Turner, and the treasurer, H. F. Hohmann. 

The Louisville Municipal Housing Commission occupies a 2-story brick office 
building located at Second and York Streets. The office of the administrator is 
at 419 West Jefferson Street. A staff of 200 managerial, clerical, and mainte- 
nance personnel was employed by the commission with a total payroll of $476,585 
in December 1952.7 


THE SERVICE PROVIDED BY PUBLIC HOUSING 


Persons served 

During the past 13 years 4,505 new units of public housing have been built in 
Louisville—enough to house 1 out of every 5 persons added to the city popula- 
tion during that period. 

When the 2 new projects, Iroquois homes and Cotter homes, are completely 
occupied, there will be approximately 22,500 persons living in the 5,326 dwelling 
units which comprise Louisville’s 11 housing projects... This includes Fincastle 
Heights which has 250 units and accommodates about 1,000 people and is owned 
and operated by the United States Public Housing Administration. 


Facilities provided 

Right of the 11 developments are of permanent, fireproof construction; the 
remaining 3 are temporary frame structures. In all projects repairs and upkeep 
are the responsibility of the commissoin at no extra cost to tenants except in the 
case of malicious damages. 

Insect and rodent extermination service is available if needed. Tenants are 
expected to care for yards and walks adjacent to their apartments. 

Complete utility service, including water, heat, gas, and electricity, is furnished 
each apartment as part of the rent. Tenants may be charged an additional fee 
for excess amounts of gas and electricity used. 

Electric or gas refrigerators and ranges are furnished in the apartments of the 
eight permanent type projects. Maintenance of this equipment is a responsibility 
of the commission. These eight permanent-type projects also provide storage 
space for luggage, excess furniture, ete. Laundry rooms, equipped with coin- 
operated washing machines, tubs, and driers are available. 

Bowman Field and Grand Avenue apartments are furnished with iceboxes; 
however, tenants may furnish their own electric refrigerators for an additional 
charge of $1 per month. Storage space at these two projects, as well as at Fin- 
castle Heights, is quite limited. However, limited laundry space and equipment 
are provided. 

Each project has rooms or a separate building for tenant and community activi- 
ties, such as recreation, public-health clinics, and education. Any staff personnel 
needed to render these services are provided by the respective city agencies. Both 
residents of the projects and the surrounding community are free to make use of 
these facilities. The LMHC spent an average of $2,500 per year from 1949-52 for 
supplementary community services, which consisted of janitorial services and 
recreation equipment. 

Included in the list of six nondwelling units is the LMHC’s administration 
building at Second and York. It was built in 1946 at a cost of $136,245, covering 
land, structure, and equipment. This cost is included in the permanent financing 
of Clarksdale and Beecher Terrace. 


1 See table on p. 1067. 
2? Central office employees total 30; nroject office employees, 42; maintenance and firing 
labor, 72; janitors and common labor, 56. 
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Eligibility for admission 

There are two major factors used in determining eligibility for admission to 
the commisson’s low-rent public housing projects. These factors are: (1) The 
total family income must be equal to or less than the established limit for admis- 
sion (2) The family must have a verified housing need. The two temporary 
housing projects do not have an established limit on income. 

The annual income limits for admission vary from $2,100 for 2 adults to 
$3,500 for a family of 11, including 9 minors, which type family would be placed 
in a 6-room unit. Their income can be increased as much as $420 in the lower 
bracket or $650 in the upper bracket to be eligible for continued occupancy. Of 
course, if they were admitted on a lesser income the spread would be greater. 
The Housing Commission reports that it evicted about 1,000 tenants during the 
3-year period from 1947 to 1950 and that it continues to evict all families after 
they become ineligible, by reason of excessive income. The Commission reports 
that of the 1,000 families evicted 51 percent of those evicted bought homes of 
their own. This applies to both Negroes and whites. 

After income is verified and found to be within the eligibility limits, applicants 
are given preference for vacancies in the following order of priority: 

(1) Applicants with court-ordered eviction notices. 

(2) Applicants with forceable detainer notices with date for court action. 

(3) Applicants whose families cannot live together because of lack of housing. 

(4) Applicants who reside in substandard, overcrowded (more than 1% per- 
sons per room) and nonresidential structures (storerooms, attics, garages, etc.). 

Applicants who are being evicted for not paying their rent or any other reason 
of their own making are not given consideration as evictees. 

In 1950 more than 20 percent of all tenants had no earned income. They were 
dependent on public assistance and other gratuities, and Federal old-age insur- 
ance or other forms of pension. 


Rents charged 


Most rents are based on the total income of the tenant family. They vary 
from $13 a month for a 1-bedroom unit at Sheppard Square to $56 a month for a 





* The annual income limits for admission to and remaining in the projects are as follows 


. : Yearly in- a 
Number in family come limit oF On : rue 
for admission | OCCUPation 


2 persons: 
2 adults ; ‘ $2, 100 $2, 520 
1 adult and 1 minor 2, 200 2, 620 
3 or 4 persons: 
3 or 4 adults_ is 2, 300 2, 760 
1 adult and 2 minors_______ 2, 500 2, 960 
1 adult and 3 minors_..._.._____- 2, 600 | 3, 060 
2 adults and 1 mfnor__.______. we 2, 400 | 2, 860 
2 adults and 2 minors. 2, 500 2, 960 
5 or more persons: 
5 or more adults_.____...__. ‘ 2, 600 | 3, 250 
1 adult and 4 minors aeaglaietincall 3, 000 | 3, 650 
2 adults and 3 minors*__._______- i pie 2, 900 3, 550 
Sr a ee 2, 800 3, 450 
4 adults and 1 mimor..................._- 2, 700 3, 350 


* $100 additional income per year is allowed for each nonworking minor (single person under 21) 
above the number shown in the schedule for 5 or more persons. 

A working minor’s income is not deductible for admission but is permitted after occupancy for 
establishing eligibility. 

The working minor is not allowed the $100 exemption for admission or for continued occupancy even 
though he may become unemployed from time to time. 

All rents must be based on entire net family income, the $100 yearly minor exemption ts only t. be 
used for establishing eligibility. 
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4-bedroom apartment.* A family of 4 with an income of $1,200 a year would be 
expected to pay $2la month. With an income of $3,000 a year it would pay $53 a 
month.* 

The lease that all tenants sign when taking up residence in a public-housing 
project specifies that rent must be paid on the first day of the month. For 
each 5-day period of delinquency a service charge of 25 cents may be required; 
however, the total charge may not exceed $1. 

Other terms of lease 

The lease used by the commission is similar to the standard lease used in 
private real-estate dealings. Some of the unique features of the LMHC lease 
are as follows: 

Tenants agree to refrain from giving accommodation to boarders and lodgers. 
A $5 deposit is required to insure payment for any damage to property other 
than ordinary wear and tear. The tenants also agree to submit to the com- 
mission, upon request, a signed statement setting forth the number, ages, and 
income of all persons residing within the premises. Further, to vacate the 
apartment upon notice if such income exceeds the prescribed limits. The lease 
stipulates that the tenant may obtain his limit for continued occupancy at any 
time upon request to the project manager. Each tenant agrees to notify the 
commission each time that his income is increased or decreased, and the rent 
for the next month is adjusted upward or downward accordingly. In the 
event that the tenant fails to notify the commission of the increase in family 
income, the tenant agrees to be liable for retroactive rent based on the unrenortea 
increased income. 


WHAT DOES PUBLIC HOUSING COST 


Introduction 

The cost question has three facets: What it costs to build a project, what it 
costs to operate it, and what it costs the city to provide the municipal services 
required by project residents. 

How the Federal Government participates 

Before discussing what it costs to build a public-housing project, it is neces- 
sary to explain the role of the Federal Government. 

The Federal agency responsible for public housing is the Public Housing 
Administration, a division of the Housing and Home Finance Agency. The 
functions of the Public Housing Administration in general are to make capital 
loans, pay annual contribution to offset deficits in operating the projects, and 
to review local action for conformity with the law. Under section 20 of the 
National Housing Act, the Public Housing Administration may have outstanding 
at any one time capital loans totaling as much as $1.5 billion. These loans fall 
into three categories : 





4 Maximum rents in the various projects are shown here 


The 8 Fi ette 
Number of bedrooms permanent Heich te 
projects — 
deta ‘ ——}——_ —— 
None | $39. 30 | None 
1 43. 20 | $41. 40 
2 45. 60 | 45. 60 
3 4 52. 00 49. 80 
Gusto salbs 2k pot Wi. SG GEES Sains! 56.00 | None 


' This table shows the monthly rent a family consisting of a husband, wife, and 2 children would pay, 
according to various incomes 


Annual income Monthly Monthly 


income rent 
$1,200___. $100 $21 
$1,800___ é went 150 | 32 
$2,40 '_.. ‘ 200 42 


$3,000._.. feoeiiintaeli ounus — 250 53 
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1. Preliminary loans for project-planning purposes. 
2. Loans as security for temporary notes sold by local housing commissioners 


3. Permanent loans for any part of the permanent financing not covered by 
sale of bonds to private investors. 
Preliminary planning of a project 

The first step in building a project is for the local housing comniission to 
establish a need for low-rent housing which is not heing met by private enter 
prise. If this need can be substantiated and if the city government approves 
the building of a new project, the Public Housing Administration makes a small 
preliminary loan for the cost of blueprinting the development and estimating 
construction costs. 

If the Public Housing Administration approves the plans, the commission 
selects a site, makes final estimates of costs, and lets the contracts for actual 
construction of the project. It also enters into a cooperation agreement with 
the city providing for tax exemption for the project: payments in lieu of taxes: 
and, where required, the elimination of substandard dwellings in the locality. 

The cost of the project is limited by law. It must not be of elaborate design 
or materials, and economy in construction and administration must be promoted. 
The cost of building and equipping the dwellings must not exceed $1,750 per room, 
excluding the cost of land and nondwelling facilities. Up to $750 more per room 
may be allowed if there is an acute need for housing in the community and the 
project cannot be built within the normal limits without sacrificing sound 
standards. 


Hlow a-project is financed 


Capital costs of the project are covered by temporary loans until the project 
is 90 percent complete. Sale of the commission’s temporary loan notes is the 
usual method of obtaining these funds. secause the PHA is obligated to lend, 
if necessary, enough to cover principal and interest when they mature, these 
notes have been sold at interest rates varying between 1 and 214 percent per 
year. Temporary loan notes are retired as soon as the project is permanently 
financed. 

When the project is near enough to completion (about 90 percent) to figure 
cost accurately, permanent financing is undertaken. The city of Louisville and 
the local commission issue long-term serial bonds (40 years) which are secured 
by the Federal Government's pledge to pay the difference between rental income 
and operating expenses, which includes the cost of debt retirement. These bonds 
are not in any sense an obligation of the city of Louisville and do not in any way 
affect the debt limit of the city of Louisville. The city merely joins in because 
the statute requires it. The annual contributions contract with the Federal 
Government guarantees the debt-service payments, and public housing projects 
are expected to earn, out of rents, only their operating expenses, exclusive of 
debt service. However, during the last 13 years the commission’s permanently 
financed projects have taken only 53.5 percent of the Federal subsidy available 
for their use. Because these bonds are virtually United States Government 
obligations and are exempt from Federal taxes and many State taxes, they can 
all usually be sold to private investors at favorable interest rates. 


Limits on Federal contributions 


The amount of the maximum contribution which may be paid annually by the 
PHA is limited to a percentage of the total development cost of the project. This 
percentage is fixed at a rate equal to the cost of long-term money to the Federal! 
Government (going Federal rate) plus 2 percent. Under present conditions the 
maximum contribution rate would be about 444 percent of the development cost 

Maturities of the bonds are arranged so that debt service will be the same 
amount each year. This level debt service is set at a figure that will not be 
greater than the maximum annual! contributions available as security for the 
bonds. 

When amortization is completed, the local housing authority can continue to 
operate the project at low rents without further Federal assistance, 


What it costs to build Louisville’s public housing projects 


During the past 15 years, $32.1 million has been spent for the land, buildings. 
and major equipment that comprise Louisville’s 8 permanent public housing proj 


44750—54—pt. 1 69 
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ects. | The 4,505 dwelling units in these 8 projects cost an average of $7,124 
each. 

The average cost of each project stands at $4,011,936. The lowest cost is for 
College Court, which was constructed in 1936 at the very beginning of the public 
housing program. The total development cost of this 125-unit project was $719,- 
093, an average of $5,753 per unit and $1,674 per room. 

At the top of the list is one of the newest projects, Cotter Homes, whose 650 
units averaged more than $11,000 each. The total bi}l was $7,180,404; the cost per 
room, $2,440." This increase in unit and room cost reflects the increase in the cost 
of construction as against prewar prices. 


Villion-dollar business—20 percent loss 

Public housing in Louisville is a million-dollar business, and it operates at an 
average loss of about 20 percent of direct expenses. This deficit is met by annual 
contributions from the Federal Government in the form of a subsidy. 

For the past 4 years (1949 through 1952) the 8 projects have had an average 
operating income of $1,346,167 and expenses of $1,621,447. An additional expense 
averaging $48,110 for operation in previous years leaves an average adiusted net 
deficit of $323,390 per year. For the entire period of public housing in Louisville 
(13 years) the average annual deficit has been $254,460. 

This overall deficit is distributed among permanent projects only—Beecher, 
Clarksdale, Parkway, and Sheppard. The two veterans’ projects—Bowman 
Field and Grand Avenue—showed an average net operating income of $68,818 
for the 4-year period, and this amount was turned over to the city. The two 
projects built by the PWA—LaSalle Place and College Court—had an average 
net operating income of $12,075, which went to the United States Public Hous- 


ing Administration. 


Actual loss: $278,267 to $362,692 in 1952 

Figures on the operations and overall deficit of public housing in Louisville 
may be calculated from three different points of view since the accounts are 
kept under three separate classifications which are: (1) Those projects built 
and donated by the Federal Government to the muncipal housing commission; 
(2) those built and operated by the commission, and (3) those built by the 
Federal Government as temporary measures, owned by the city of Louisville, 
and managed by the commission. 

Depending on whichever combination is used, the deficit for 1952 amounted 
to $362,692 for all projects, which may be scaled down to $278,267 if payments 
to the city and the Public Housing Administration are deducted. 

—_—_—_—_—K—s_—ss 
* See the rollowing table: 


Total development cost of the 8 permanent projects 


} Total | | Total | Total 
Date | devsion- Number | develop- | Number | develop- 
begun | ment siet of units | ment cost) of rooms | ment cost 
| , | per unit «per room 


LaSalle Pl _. 1936 | $1,230,140 q $5, 858 
College Ct_.- ican | -1936 719, 093 | 
Clarksdale ____- weawnis ..| 1938 | 4,524,826 
Beecher _...... | 1939 | 4,385, 613 
Parkway hie wer 1942 | 2,802,244 | 
Sheppard ina sig 2, 162, 058 | 
Iroquois snip oedandagabaanenenweel <a” a ns 
OetpePu tives s.35 » 1951 7, 180, 404 | 


” 
— ee 


a| sauggese 


Subtotal or average ..........|........| 32, 095, 487 | 


- 





7 See the following table: 
BREAKDOWN OF TOTAL Cost oF DEVELOPMENT OF CoTTER HOMES 


Structures $5, 681, 790 
Site acquisition and improvement 

Architectural and engineering fees 

Permanent equipment 

Carrying charges___-_- sorpiliagn ciliate tines tigen tigen epee Gimenaese inns 
Administrative costs ; 


Total development costs 
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The first of these points of view, referred to above, is that in which all 
income and all expenses of the commission are considered for all units. 

Using 1952 as an example, operating income totaled $1,399,449 and total 
operating expenses amounted to $1,763,597. Expenses thus exceeded income 
by $364,148. Adjustment of a $1,456 item carried over from previous years 
leaves an adjusted net deficit of $362,692—which had to be met by Federal 
subsidy. 


Income and expenses (all projects) 1952 





Total operating income__ hovel = one a 
Total expense__-__- sails cercantl - 2 emda met  iaeee 
Operating expenses ciate miata, state seieninienianeiaas 1, 315, 028 
Reserve provisions_____- cdeielat asin citcealaa amen a ; (129, 034) 
Debt service___- . . ante udliemaiaee i 489, 177 
Capital improvements itd ccals — antl as 4, 001 
Restricted surplus payments_ 4 Steele eosae ics eee ee 84, 425 
OE OT ic citer neet cn cenaelia . ew arciebuaanipamennaamatt 364, 148 
Prior years adjustment__ i ee bedk bins 7 y . 1, 456 


Adjusted net deficit <tistddidemeabin tna ena ‘ ee. 
Contribution (subsidy) by USPHA _-_----- me emnrariacnee atone pce 





(An explanation of each of these items follows, in order, below.) 


Operating income 

About 98 percent of the operating income ($1,376,845) came from dwelling 
rent. The average monthly rent per unit was $52.12, ranging from $28.90 at 
yrand Avenue Homes, the Negro veterans project, to $36.24 average at LaSalle 
Court. This chart gives the average rent picture for all projects. 


Average, minimum, and maximum rents paid per month, 1952 





Average | Minimum- 
Pro} et Tenants | rent paid maximum rent 

| Per unit mR chargeable 
1. Grand Avenue._.-_._-.- WOR caciesia | $28.90 $33. 00-$39. (0 
2. Beecher Terrace. - Negro......- | 29. 29 14. 00- 52.(0 
3. College Court.............. vi j 29. 55 15. 00- 52.00 
4. Sheppard Square | 31. 05 12. 00- 56.10 
5. Clarksdale. ............ | 81.75 17. 00- 52.(0 
6. Parkway Place..........- } 33. 67 14. 00— 56.00 
OU eer ee sb abbis | 35. 75 36. 00- 42. 00 
8. LaSalle Place. .............- D Weiaiinesota | eae 20. 00~ 52. 00 

i 





Other operating income items were nondwelling rent, $2,100; sales and services 
to tenants, $4,905; miscellaneous project income, $880, and interest on invest- 
ments, $14,720. (Total, including rent, $1,399,451.) 
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Operating expenses ($1,315,029 

The most significant operating expense items were repairs and maintenance, 
$591,400; utilities, $362,200; and management, $146,725. These major items, 
plus a number of lesser items, make a total operating expense of $1,315,029.* 
Other expenses ($448,569 net) 

Other expenses included debt service, $489,177; capital improvements, $4,001, 
and restricted surplus payments, $84,425. Restricted surplus payments include 
net income paid to the Public Housing Administration and the net income paid 
to the city of Louisville on the two temporary veterans’ housing projects. 

Debt services.—There were only four public housing projects operating in the 
city during 1952 which had to pay debt service charges as well as other normal 
expenses. They are Clarksdale, Beecher Terrace, Parkway Place, and Sheppard 
Square. Collectively, they showed a deficit of 26.1 percent of expenses.’ There 
is no debt service on the others because they were practically given by Federal 
Government. 





® Here is a breakdown of the operating expenses of the eight projects during 1952: 





Utilities__ seal SM a Pe $11, 000 
Repairs, maintenance .__~ 591,400] Cost of sales and services to 
Management___- -- 146, 725 ee Rs | 4, 905 
Payments in lieu of ‘taxes_ 83, 244 | Supplementary community serv- 
Operating services.______- 62, 350 ices I tos iia ain 1, 885 
ee ee a 18, 599 | Colle ction lentes oe ce 812 
Contributions to pension REN ARORUNR oie crete tien it 56 
ee 17, 353 — — 
Public safety - ktenscndiaananiekpeis 15, 000 Total__ REDS SR 029 


Here is description of what is included in each of the expense items tabulated above : 

Utilities includes water, sewer charges, electricity, gas fuel, and boilerroom operations 
including labor. 

Repairs and maintenance includes all labor and material costs of painting and decorating. 
maintenance of grounds and structures, and repairs and replacements for plumbing and 
ras system electrical system, heating system, ranges and refrigerators and all other 
equipment. 

Management expense includes project office salaries, central office salaries, legal, fiscal 
and other fees, and overhead expenses of project and central offices such as supplies, tele- 
phones, postage, ete. (The 200 employees were paid an average of $2,382 in 1952. The 
total payroll expense of $476,582 is distributed among the various items of operating 
expense. ) 

YP ayments in lieu of taxes have been defined earlier as consisting of 10 percent of total 
shelter rent (gross rent minus utilities). In 1952, only the 6 permanent projects made 
payments in lieu of taxes. The other two projects, being owned by the city, simply turned 
over to the city their net operating income. 

Operating services include janitorial and exterminating services for all projects, and 
watchmen at Bowman Field houses. The latter are required in order to keep children 
from climbing the fence that separates the project from one of the airplane runways 

Insurance includes the usual forms of coverage ; fire and extended coverage on buildings, 
automobile liability, owners, landlords and tenants liability, workmen’s compensation, boiler 
explosion, fidelity bonds, etc. 

Contributions to pension funds includes payment by the LMHC of half of the premium 
for an employee pension plan written by a private insurance carrier. Employees pay the 
other half. (They are not covered by Federal social security, despite a recent suit filed in 
their behalf.) 

Publie safety consists solely of the $15,000 paid to the city of Louisville for providing 
fire protection services for Bowman Field Homes. Since Bowman Field is now a part of 
the city, this payment is in effect an earmarked source of revenue for the fire department. 
If the $15,000 were not paid, the net income returned to the city’s general fund would be 
increased by that amount. 

Rents consist of a ground rental charge paid by the city to the Lonisville and Jefferson 
County Air Board for the land occupied by Bowman Field Homes. (Title to the buildings 
has been vested in the city of Louisville since Jan. 1, 1950.) 

Costs of sales and services to tenants are the expense of maintenance repairs that result 
from tenant negligence. This expenditure is balanced out by an identical amount received 
from tenants and shown under operat’ng income. 

Supplementary community services are costs of supplies and materials for health, recrea- 
tional, and educational programs conducted on the project. Most of the money was spent 
for recreational equipment. 

Collection losses are the account and notes of tenants which have been charged off. They 
amount to four one-hundredths of 1 percent of the total income from dwelling rent. 

* See the following table: 


INCOME AND EXPENSES OF BOND-FINANCED PROJECTS, 1952 


a a kN kk $1, 026, 209 
EET EE sninatiinsinanctnmeiititnemee | in, ae 


eel $975, 623 
I (77, 844) 
Debt service_____-_ 


PN SE TE cm ee coe sen = meer eames ine mane mneoenes 489, 177 
Canital improvements ‘ eainden 3, 280 


lata at iscatiaihinlinite dati tnamia 364, 027 
Aejastmeat for prie® years........................... CREPES as (1, 335) 
ne cs as __ 362, 692 





Deficit as percent of expense_______- 
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Their total payments to debt service ($489,176) amounted to about 3% per- 
cent of the total development cost of the 4 projects.” (Limit on the amount of 
annual contribution by PHA is about 414 percent). This is a reasonably steady 
figure since it did not vary by more than $3,000 in any of the other 4 years under 
study. 

Capital erpenditures—The expenditure for capital improvements came from 
funds wtihdrawn from reserves created during prior years. 

Restricted surplus payments.—Six of the projects did not have to pay debt 
service charges. No bonds. were ever issued for the two PWA-built projects, 
College Court and LaSalle Place. The city controls, under lease, the buildings of 
veterans’ projects at Bowman Field and owns the tand and improvements at 
Grand Avenue homes. (Permanent financing had been completed on Troquois 
homes and Cotter homes on January 1, 1952, but the first debt service payment 
was not due until a year later.) 

As a result, 4+ of the projects showed a net operating income of $84,425, 
which went to the city and to the PHA as restricted surplus payments. 


Paid to the city of Louisville 
Baia tei eeOc16s.20kak. wid 


The $75,896 paid to the city of Louisville is net operating income from 
Bowman Field and Grand Avenue Homes. The surplus is smaller in this case 
because the cost of operation is spread over a small number of units. The city 
of Louisville Municipal Housing Commission obtained title to these projects 
on February 28, 1953, on a contract by which they pay to the Federal Government 
for 40 years the net income after management expenses and after creating proper 
reserves for expenses and maintenance. This ameunted to only $1,500 in 1952. 
In more normal years (years in which heavy payments into reserve funds are not 
made) about $8,500 per year will be paid. This means that over the 40-year 
period the Commission will secure title to properties costing $1,949,233 for about 
$340,000. The difference is paid by the Federal Government. 


$75, 896 
8, 529 


po eae a en ne SEE SN OS REE ee ee eT ewe eer ewes oe +» me 


Reserve provisions 

From time to time certain sums are placed in reserve for various uses. In 
1951, the only year for which a consolidated operating statement is available, 
the fund showed a balance of $884,908." 





1 See the following table 


RELATION OF DEBT SERVICE TO DEVELOPMENT Costs 


Total cost of 





P 2c ebt ser ~e -ercent 
Project Debt service | gavelopment| Perce! 
Clarksdale _ i $163, 578 $4, 524, 826 3. 61 
Beecher 160, 741 4, 385, 613 3. 87 
Parkway 87, 280 2, 802. 3.11 
Sheppard 68, 577 2, 162, 058 3.17 
ens 250¢.bidjens.. ictal ee ‘ 480, 176 13, 874, 741 3. 53 


‘Breakdown of the allocations for various purposes in the reserve fund of $884,908 in 
1951 follows : 


Operating expense._........-_. oe kenti andeiieeetedane * $457, 919 


I i snsinntacinemeaiaiidanaae Sa 
Working capital_____ ~~ slectintidnabniitraininsasdbia avant sbinmndes See 67, 170 
Repairs, maintenance, replacements....................4...- +--+. 22, 938 
Demolition __— ey ined stnitaputthltniiill an tin elute aaa ge tds 8, 000 
Oper FeO T Os cntinniiis Seeutinses co unwceccseues dipeeede 3, 080 
Annual contribution allowance____..._...--_--__--- sil ahisaasaper edie 1, 487 

, Se gine es eibdittanentetlite atta tabiineipitiaican eS Le Se Cee 
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In 1952 $129,034 was withdrawn from reserves.” In 1950 $18,417 was with- 
drawn. None was placed in reserve in 1950 or 1952 but $66,506 was placed in 
reserve in 1949 and $16,268 in 1951. 

The fund is occasionally depleted by large expenditures, such as a major paint 
job for several projects. The commission then takes a larger than ordinary por- 
tion (three-fourths or more) of its guaranteed annual subsidy as a means of 
replenishing the fund. Over the years 55 percent is the average available subsidy 
that has been used. 


Prior year’s adjustment 


The net deficit of $364,148 for 1952 is decreased by an adjustment of $1,456, 
which represents an expense applied to a prior year but which was not placed in 
the records until this year. (It is handled as an adjustment to prevent distortion. 
of expenses of the year under analysis.) 


Second point of view—$286,796 loss 


The second point of view is that in which only the permanent housing units are 
eonsidered. This leaves out the two temporary veterans’ projects—Bowman Field 
and Grand Avenue—which showed a net operating income of $75,896 since they 
were built entirely at Federal expense and had no debt service charges. 

This amount was paid to the city and, therefore, was not applicable toward the 
overall deficit. If it were applicable, it would reduce the deficit to $286,796. 
Third point of view—$278,267 loss 

The third point of view would appear to reduce the deficit further by deducting 
the surplus of two projects built by the Federal Government, which had to be paid 
to the Public Housing Administration rather than applied against the deficit. 

The projects in question, LaSalle Place and College Court, showed a surplus in 
1952 of $8,527 since they had no debt service charges. If this amount were 
applicable against the overall public housing deficit (which it technically is not), 
the figure would become $278,267—which is the lowest conceivable net deficit. 


Municipal services cost—$1,311,717 


The third aspect of the cost of public housing is the expense of providing 
municipal services for the residents of the projects. In 1952 a total of $1,311,717 
was spent for this purpose. Education accounted for $740,487 and general munic- 
ipal services the remaining $584,503. 


Educating public housing children—$7 40,487 


The city and the board of education are required by law to provide education 
opportunities for all the children of school age in the city of Louisville, no matter 
where they live. 

The cost of educating children residing in the eight projects managed by the 
LMHC can be determined quite accurately. In November 1952 the Louisville 
Board of Education, by means of pupil-attendance records, established that there 
were 3,419 children living in these projects who attended Louisville public schools, 
as follows: 





2 See the following table: 


COMPARISON OF RESERVES WITHDRAWALS WITH OPERATING EXPENSES 





Project Amount Total oper- 


withdrawn ating expenses 
POSNER NOD «.< - innenstnichs eteenneuiaiinnininmbebadipia sets $40, 876 $458, 527 
CesROGONS. 5 x nicssee- ccnoiensaithidian iin date ttatiataa iaiatehiceaa ; | 33, 424 466, 651 
SITES CII 135-2 15-sSnhs oro. deetisids: Bitte + edibel aire ataleniinniaiitensted — 23, 387 83, 257 
Grand Avenue -._. ‘ bn tanta neetetoniptidniaes pene | 13, 992 21, 681 
College Court... _..._.. inshtlida i caiaendaee Seckaaibitst notin 12, 593 43, 213 
Parkway Place.____.. elle nee aia =e 2, 126 276, 981 
Sheppard Square. - : reels Syl * 1, 418 188, 075 
Bowman Field. ___...__-. an pqemined | 1, 218 140, 615 








Total or average wait 129, 034 | 1, 763, 596 
1 
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Ce ee ss _ 765| Bowman Field___ -_~_- ot 2 es ee 
RE: CAE Tor rameene rece.o LL 
Wess Petree... Teer Comme . 100 
Sheppard Square_____._--_-_-_-_ 523 | Grand Avenue (estimated) -______~ 75 


When 3,419 is multiplied by $216.58, the average per-student-cost during 1951- 
52, $740,487 is obtained. This is the cost of educating children who attend pub- 
lic schools and who reside in the public housing projects." 


Projects bear $26,730 (3.6 percent) of the load 


The population of the 8 projects is about 15,000—4 percent of the total popula- 
tion of Louisville. But included in this group of residents is 8 percent of the 
children attending public schools. 

Added to this disproportionately heavy burden placed on Louisville educational 
facilities is the fact that the board of education's share of payments, in lieu of 
taxes, and operating surplus received by the city amounted to only $26,730 in 
the fiscal year 1951-52. 

This means the board of education received from the project property, via 
the city, only 3.6 percent of what it had to spend in educating public housing 
children and that its cost exceeded its share of public housing payments by 
$736,757. It is hardly conceivable that this differential would be balanced by 
personal property tax payments by project residents. 


Four projects pay nothing to schools 


Four projects had a clause in their cooperation and management agreements 
specifying that one-third of their payments in lieu of taxes should go to the 
Louisville Board of Education. The others did not have such an agreement. 
They paid $73,000 to the city—but none of it went to the board of education.” 

The result is obvious. The city board of education receives only 17.9 percent 
of the money paid in lieu of taxes instead of 33 percent. (The actual amount 
received during the fiscal year 1951-52 was $26,730.) 

One-third of the total amount paid to the city would have been $53,046 or 
$24,487 more than the amount actually received by the board of education. In 
recent years the Government has recommended such a specification in new project 
agreements to assure boards of education of a fairer share of payments in lieu 
of taxes. 

Why the differential? 

One final question might be raised. The board of education shares equally 
with the city on taxes levied on privately owned real property. Why is one- 
third instead of one-half chosen as the amount which should go to education 
from public housing developments, and this amount applied in less than half 
the cases? 





% This three-quarters of a million dollars represents only the money paid by Louisville 
taxrayers, State aid having been subtracted, as shown in the following computation. The 
average per-student cost of $216.58 is obtained this way: Divide total operating costs of 
$10,781,530 by 42,281, the average daily membership for the entire Louisville public-school 
system during the year 1951-52; from the resulting $254.99 subtract $38.41, the average 
State allocation per student, thus leaving $216.58. 

4 See the following table: 


PAYMENTS TO LOUISVILLE BOARD OF EDUCATION 


1 
Amount of 


| 
i this payment 
oe |" allotted to 








Project | Lestevilic | board of edu- Percent 
| in 1952 | cation Jan. 1 | 
| to Dec. 31, 
1952 
Place —_— $6, 658 $2, 219 0. 334% 
Jollege Court...._.._. all ene , 3, 123 1, 041 . 334% 
Clarksdale. sibetheneetiiieatiedaal ae ohbehe ‘ 22, 290 None | 00 
Beecher Terrace -. ......- niortaeredinegshilipsts > 20, 951 None 00 
Parkway Place : ‘ 19, 080 None 00 
Sheppard Square vent P 11, 130 None 00 
Bowman Field_. : ‘ . 69, 826 23, 276 . 338% 
Grand Avenue_.. ; 6, 070 2, 023 33% 
Total or average _ _- f 159, 138 28, 559 17.9 


i IN ii 








1078 HOUSING ACT OF 1954 


If the board of education received one-half of all the money paid the city in 
lieu of taxes it would have received $79,570 in the calendar year 1952 instead. of 
$28,559. But even if this were done, public housing would still be paying only 
10.2 percent of what it costs to educate project children. This is an indirect cost 
which cannot be shown on the public housing balance sheet. 

General municipal services for public housing—$584,503 

Determining what it costs to provide general municipal services for residents 
of public housing projects is more difficult than computing the cost of education. 
Several managers of city departments were asked to suggest the-best .way of 
obtaining this figure. Each person consulted said the only practical way was to 
compute the per capita cost and multiply it by the 15,866 population of all 
Louisville public housing projects.” This suggestion was followed. 

Calculated on this basis, it cost approximately $584,503 to provide general 
municipal services for public housing residents during fiscal 1951-52, as follows: ” 


Cost of general services for entire population .....---~. $14, 047, 908 


Estimated population of Louisville July 1, 1952..-....-.--------- 386, 100 
Average per capita cost for such services hl daitlihensntaaisnes pling dripiah nih $36. 84 
Estimated population of housing projects_........_._._..._.-.--- ~~ 15, 886 


Cost of services for public housing residents._.....-....-....----- $584, 508 


WHERE DOES THE MONEY COME FROM‘ 


In discussing the cost of public housing in the preceding part of the study 
it was impossible to avoid touching on the subject of where the money came 
from. Hence, in the following pages it will be our purpose to review and sum- 
marize what has been said earlier as well as to present additional,information 
concerning the source of funds used to provide public housing in Louisville. 

The cost of public housing, as pointed out earlier, has three distinct aspects. 

1. Capital costs—buying and clearing the land, then designing, erecting, and 
equipping the buildings ($32.1 million). 

2. All operating costs—maintenance of buildings, salaries of employees, pay- 
ments of interest and principal on capital debt, etc. ($1,763,597 in 1952). 

3. Cost of providing municipal and educational services to residents of the 
projects—schools, fire protection, repair of streets, collection of garbage, provi- 
sion of parks and playgrounds, etc. ($1,311,717). 

Where does the money come from? 

Source of long-term capital funds 

In the earlier days of financing, housing bonds were divided into A and B 
bonds, The A bonds were the earlier maturities, and were purchased by private 
investors. The B bonds which ran for too long a period, at that time, to be of 
interest to private investors were purchased by the Federal Government. These 
B bonds bear interest of 1 percent over the going Federal rate and therefore are 
a splendid investment for the Government. In those days the bond issues were 
for 60 years. Now the entire capital cost is carried by private investors and the 
bonds only run for 40 years. The Public Housing Administration, guarantees 
temporary loans that finance the planning and construction of a project. When- 





‘8 Population figures for all projects except Fincastle Heights were provided by the 
Louisville Municipal Housing Commission, as follows: The Fincastle figure was derived by 
multiplying 250 (number of dwelling units) by 4 (average number of persons per family). 


Che re i ctctereeaenennies OF Ci TIN ss Ncncerseerenntiniantinmsiiadpuilaieatite 434 
Parkway Piece... 260-4 ~— SOON. Oe Oe eee 403 
Beecher Terrace —...........- 2,981 | Fincastle Heights__......_...-.... 1,000 
Bowman Field___._--..-.--- 2, 131 —_——--——- 
Sheppard Square____..-..-~~ 1, 821 ee Se a 
eS eee 877 


© Here is how the $14,047,908 cost for general services for fiscal 1951-52 was distributed 
among the various functions: 





Public works____._____ $3, 596,583 | University of Louisville_______ $730, 618 
| sccm, moe Pubibh RaCOe 26 458, 847 
Health ____- iis daa, «626 ay ee, BED + Milnceiianewe. <4. ..-=52. 2. ee ae 
Fire protection__.._-_-. 1, 725, 635 

Welfare____- cama 1, 269, 597 | WO etes 14, 047, 908 


Parks, recreation ___~-- 886, 01) | 


This total does not include funds collected for and turned over to the board of. education, 
proceeds of bond. issues, and State grants for streets and highways. Miscellaneems.expendi- 
tures include such items as alcoholic beverage administrator, civil service board, finance 
department, ete. 
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ever any money is loaned by the Federal Treasury to the Housing Commission 
it is repaid with interest at the going Federal rate at the time of permanent bond 
financing. The Public Housing Administration is required by law to make an 
nual contributions not exceeding 444 percent of the total development cost unti 
the permanent bonds are paid off. 

With this amount of annual subsidy in mind, local housing commissions at 
range their permanent financing se that debt service does not exceed the sum 
guaranteed. Public-housing bonds, therefore, are virtually United States Govern 
ment obligations. This, plus the fact that the bonds are exempt from all Federal 
and most State taxes, makes them desirable securities. It is rarely necessary for 
the PHA ta fulfill its obligation to purchase housing bonds that cannot be sold to 
private investors. 

The total development cost of Louisville’s 8 permanent low-rent housing 
projects is $32.1 million. About $2 million ($1,949,233) of this was borne by the 
Public Works Administration The remaining $80,285,000 is permanently 
financed by 6 bond issues.” 

Interest rates range from 1.32 to 4 percent and average about 2.5 percent 
Amortization periods of all bonds issued prior to 1949 were limited to 60 years 
Bonds for [Iroquois Homes and Cotter Homes have amortization periods limited 
to 40 years. In a given series the number of years between the date of the first 
bond issued and the maturity date of the last bond issued may, of course, exceed 
these limits. For example, Sheppard Square has an overall span of 67 years 
Part played by temporary loans 

As previously described, the local housing authority makes use of temporary 
loans to pay the cost of constructing a project to a point where permanent finance 
ing can be arranged. These temporary loans are secured by short-term notes 
which are backed by the PHA’s pledge to pay, if necessary, principal and interest 
upon maturity. 

In Louisville the notes have usually been issued for 6-month periods. Each 
time they are renewed the new amount includes enough to pay both principal 
and interest on the retired note. Interest has ranged between 0.78 percent to 
1.4 percent on these tax-exempt, federally backed securities. Finally, when 
construction of the project is about 90 percent complete, principal and interest 
of the last temporary note are included in the total amount of the permanent 
bond issue. 


Source of operating funds 

Practically all operating funds come from rent paid by tenants. In 1952, 
dwelling rent amounted to 98.4 percent of the total operating income of $1, 
399,451. 

There was a deficit of $362,692 in overall operations that year. The reason 
for that deficit is that, by Federal law, rents in public housing projects must be 
at least 20 percent less than the lowest rent charged for similar accommodations 


17 See the following table: 


OUTSTANDING BOND ISSUES BY THE LOUISVILLE MUNICIPAL Housing COMMISSION 


| | 
annent | autem | Last maturity rs eee 
Project Type of security amar est Bond date dats *1 eheeeiaad | dervios 
bare ; | period | per year 
+ ers 
| Per 
| cent Years | 
Clarksdak Series A $1, 691, 000 24, Apr 1, 1942 | Ap 1, 1972 30) leap . 
Series B 2, 909, 000 3 do Apr 1. 1998 Se ($160, Ose 
Peecher Terrace_| Series A 1, 946, 000 2% do Apr. 1, 1972 30)) 164, 703 
Series B 2, 504, 000 3% io Ape 1, 1994 52)f Tr 
1.9 
Sheppard Series A 2, 653, 000 1.7 lot 1,1943 | Aug. 1, 1985 42) 153, 561 
4.0 
Parkway Series B 2,311,000, 2% do Ang. 1, 2000 67 
Iroquois General bonds |10,910,000 2%) Jan 1, 1952 | Jan 1, 1983 31 
Cotter Temporary | 5,361,000 1.32) Mar. 18,1953 July 10, 1953 
notes 
Total 30, 285, 000 991, 010 


Considering a temp»rary note of 14% percent for 5 years. 
First payment due 1953. 
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owned by private real-estate operators. This requirement is intended to prevent 
public housing from competing with privately owned apartments. 

If tenants were selected on the basis of their ability to pay the maximum rent 
chargeable under the Housing Commission’s rent schedule, rather than on the 
basis of the need of the applicant, it would be possible to operate without Federal 
subsidy. 

Some would argue that eliminating annual contributions would be a good way 
to reduce overall Federal spending. 

Others would say that even if it does cost in Federal taxes, the whole purpose 
of public housing is to provide accommodations for families who can’t afford 
to pay the going price of private housing. 

This is a fundamental question of public policy. Several possible answers 
present themselves. 


What if maximum rents were paid? 


A total of $1,005,035 was paid in 1952 to the 4 projects which required annual 
contributions from the PHA.” 

Approximately $1,457,820 would be paid if top rents were charged.” 

This differential amounts to $452,785 and would have come close to meeting 
the $489,176 total bond retirement charges for the 4 projects. It would have 
been more than enough to meet the net operating deficit of $362,692—or the 
amount of the annual contribution from PHA.” 

The differential reflects the LMHC’s policy (which conforms to the United 
States Housing Act) of giving preference to applicants with the lowest income 
when housing need is equal to that of any other. 


What if one-fourth of family income were paid in rent? 


It was shown by the LMHC’s annual report for the calendar year 1952 that 
the average rent paid for all units in the 8 low-rent projects was $32.12 per 
month. If this figure is applied to the proportional rent schedule published by 
the LMHC such a rent indicates the average public housing tenant has an annual 
income of $1,900. This figure includes welfare families. 

Many household budget experts recommend rent payments of one-fourth of 
family income as a fair figure. On this basis the average public-housing family 
would pay $475 rent per year. Thus, the 3,572 families in these 8 units would 
pay $1,696,700. Combined with the $22,600 of other income, the total income 
would amount to $1,719,300. 

This figure falls only $44,296 short of the total expenses during the calendar 
year 1952 ($1,763,596), which amounts to a deficit of approximately 2 percent 
in comparison with the 26-percent deficit (or $362,692 loss) which actually 
occurred. 

This raises the qhestion of whether or not rental income is too low and if 
rents should be increased to lessen the burden of public housing on taxpayers. 
To a large extent this depends on the degree to which public housing should 
be considered a welfare program. (Some upward adjustments were affected in 
certain classes of these rental units late in 1953 after this report had gone to the 
printer.) 


Is the gap too wide? 


According to the United States Housing Act, the upper rental limit for admis- 
sion to public housing must be at least 20 percent below the lowest rents charged 
for similar, privately owned housing. 

This has the effect of creating a no-man’s- land in which there are many 
families with too much income to qualify for even the maximum public-housing 
rents and not enough income to pay the minimum rents charged by private 
landlords. There is no easy answer to this problem. Obviously, in order to 
decrease the gap, public-housing rent will have to go up and private rent will 
have to come down. 

The seriousness of the situation is further emphasized by the fact that in 
1950, when the most recent study was made, the gap was not 20 percent but an 
average of 55 percent. 





® Dwelling rent paid was as follows: Clarksdale, $299,539: Beecher Terrace, $284,015; 
Parkway Village, $236,861 ; ard Sheppard Square, $157,620. 

” Assume that the average apartment was a 2-bedroom type, for which $45.50 is the top 
rent. There are 2,670 units involved. $45.50 12—$546: $546 x 2,670—$1,457,820. 

The deficit, distributed among the 4 projects, is as follows: Clarksdale, $161,000: 
Beecher, $166,875 ; Parkway, $7,679 ; Sheppard, $27,138. 
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The LMHC attempts to support the establishment of a gap this large by saying 
that there is no substantial supply of private rental housing either in the low- 
rent or even high-rent bracket. 

The lowest rents being achieved by private enterprise, as determined by the 
LMHC in 1950, and the corresponding gap (in percent of these rents) is shown 
below. Also shown is the approximate upper rental limit for admisison to the 
eight permanent projects, as derived by applying these percentage gaps. 


Number of bedrooms 


| 1 2 3 or more 
Private enterprise een tae le . . | $75 $85 $110 
Percentage gap a ; percent 52 52 61 
Publie housing ] ik stdin hiSh2 Les $36 $40. 80 57.10 


Norte.—These findings were based on information obtained from the U. 8. Publie Housing Authority, 
area rent office of the housing expediter, mayors’ emergency housing center, and classified ads of the Louis- 
ville Courier-Journal 


It seems logical that upper rental-limits in public housing projects could be 
increased. The LMHC knows of countless families who live in substandard 
quarters and whose income is low—but not low enough to qualify them for ad- 
mission to public housing. 

It should be pointed ont, however, that the United States Housing Act re- 
quires not more than a 25-percent differential between the highest and the lowest 
rents charged in housing projects. Therefore, the degree to which all rents 
could be increased is governed by how much rent the tenants at the bottom of 
the income scale could pay. Perhaps this unrealistic differential of 25 percent 
should be increased or removed altogether. 

The other means of narrowing the gap between public and private housing is 
for the rent of privately built accommodations to come down and the supply to 
increase. 

The United States Federal Housing Administration and private real-estate 
dealers, as well, state that the only type of residential property that even ap- 
proaches being in substantial supply is the two-bedroom house that is built for 
sale. It appears, therefore, that if a greater number of families in the no-man’s- 
land category is to have adequate housing, without more low-rent public hous- 
ing projects, private builders will have to carry out the job they have claimed 
for themselves ; namely, to construct houses for rent to low-income families. 
What if full tares were paid? 

Would public housing projects come any closer to paying their own way in 
regard to indirect costs if they paid full property taxes? 

Six permanent projects paid, in lieu of taxes, a total of $83,242 to the city 
during 1952. If normal property taxes had been paid, the city would have re- 
ceived $418,581—five times as much. The $83,242 is equivalent to a tax rate 


for the 6 projects of $0.48 per $100, whereas other residential property paid $8 
per $100." 





" see the following table: 


PAYMENTS IN TazEU OF TAXEs AND TAXES Wiicn Micut Have Been Paip 


| | | | 
Depreciated ayros | $3 per $100 | Payments | 2 percent 


Project } value Of | sion toe t¢ of valua- in lieu of of 1952 

projects | | pw tah tion taxes 1952 | deficit 

spgadalnciasi~cncaperenspiteidipiallp-camiinianieait badd dagiigiial nities Dey Meliiaciasniniiia tien wee it 
LaSalle Pl__. $2, 103, 589 | $1, 114,876 $33,446 | $6,658 | 2 No deficit 
College Ct__- 1, 202, 324 637, 232 19, 117 3,123 | 2 No deficit 
Clarksdale 7, 506,687 | 3,978, 544 119, 356 22, 290 $32, 200 
Beecher Ter. 7, 766,921 | 4, 116, 468 123, £95 | 20, 951 33, 375 
Parkway Pl _...... 4, 406,529 | 2,335, 460 70, 064 19, 090 | 1, 536 
Sheppard Square _. 3, 339,839 | 1,770,115 53, 104 11, 130 5, 427 
Totals 26, 325, 839 | 13, 952, 695 418, 581 83, 242 72, 538 


' Based on actual overall monetary value of projects, supplied by LMHC 
2 Had no debt service charges. 
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It is purely academic, of course, to discuss whether or not public housing 
should be exempt from full real-estate taxes. The city of Louisville had to de- 
clare the projects tax exempt or be willing to pay 20 percent of the annual sub- 
sidy in order to receive Federal loans for constructiing the projects and annual 
contributions to pay operating deficits. But if the Federal law were changed 
and the projects paid more than the present 10 percent it would still be im- 
possible to pay full real-estate taxes as long as extremely low rents were charged. 


Taration agreements 


While the United States Housing Act provides in essence that public housing 
shall be declared tax exempt, the local housing commission is allowed to make 
payments in lieu of taxes up to and including 10 percent of the shelter rent 
income. 

Some States, however, have laws which prohibit tax exemption in these and 
similar cases. Cities in these States may then assess and collect taxes on public 
housing projects just like any other property. However, where this is done, the 
act requires that before projects are built the city must agree to pay in cash to 
the local housing authority 20 percent of the annual deficit of each such project. 

The projects in Louisville qualify under the first condition, i. e., they have been 
declared tax exempt. Consequently, each year the Louisville Municipal Housing 
Commission has paid the full 10 percent of its shelter rent income in lieu of 
taxes. Thus the city is not required to pay the 20 percent of the annual deficit. 

Four instances are on record in which the courts of Kentucky have been asked 
to rule on the authority of Louisville to change the application of the law 
toward projects here. Each time the court has decided that such properties 
can be declared tax exempt and make payments in lieu of taxes. 

The question arises as to what would have been the outcome financially if the 
city could have fully taxed these properties in 1952, and paid to the LMHC 
20 percent of the annual Federal subsidy in cash, 

Under such circumstances the city would have paid $72,538 in 1952,” and 
would have obtained $418,581 in full real estate taxes.“ This represents a net 
gain of $864,043. 

Instead, Louisville took (either by law or by choice) the $83,242 as payment in 
lieu of taxes, or only one-fifth the amount asked of private owners for similar 
property. 


INDIRECT COSTS 


As pointed out previously, public housing costs more than just the money 
it takes to build and operate the projects. This additional expense borne by 
Louisville taxpayers is the money that it costs to provide municipal services for 
the 15,700 residents of the 8 projects managed by the Louisville Municipal Hous- 
ing Commission and the 1 Federal project (Fincastle). 

As shown previously, the best estimates of general and educational services 
provided for public housing,tenants amounted to $1,311,717 in 1952. Et can be 
shown that the average resident pays only about two-thirds of his way as far as 
city services are concerned. If this same rule were applied to public housing 
tenants they should have paid $856,733 (or two-thirds of the cost, above). 

When the payment of the LMHC for all projects in lieu of taxes ($172,546) is 
deducted, it is indicated that public housing residents collectively get a free ride 
of $693,187 in such services, provided by taxpayers generally. 

The proportionate share of each family in this free ride is $182 (in city taxes 
exclusive of real estate taxes). It is doubtful if any such amount is paid by any 
taxpaying resident of the project. When nontaxpaying welfare families are 
exciuded from such calculations the proportionate share per family increases 
sharply. 

Why is it that indirect costs are so much greater for residents of public housing 
than for other residents of the city? Perhaps no single answer can be found, but 
several lines of thought suggest themselves. 


= This is the equivalent of 20 percent of the annual Federal subsidy, as provided by law. 

= The figure of $418,581 is obtained by the method followed by the Jefferson County Tax 
Assessor's Office. This means the present actual value of the buildings is depreciated at 
the rate of 1.5 percent per year (the accepted rate for fireproof construction) ; the figure 
so obtained is multiplied by 53 percent (the going rate of assessment in Jefferson County) ; 
the ne figure is divided by $100; and that result is multiplied by $3 (the present 
tax rate). 

This process is repeated for each of the 6 permanent projects, totaling $418,581, as 
shown in the table in footnote 21. 
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1. The amount paid in lieu of taxes is so small that the net effect is an addi- 
tional tax burden on citizens living outside the projects. This, of course, is no 
fault of the LMHC, which is paying exactly and fully according to law. It does 
result, however, in making partial public charges of those people who receive 
living quarters for which they do not fully pay. 

2. The disproportionately high number of schoolchildren living in public-hous- 
ing projects have to be educated, and the money must come from funds collected 
by taxes. When an unusually large number is found in an area where less than 
normal taxes are paid, the impact is unduly increased. 

3. The concentration of welfare cases helps to increase the impact. Again, 
these people have to be cared for wherever they are found. But, like education, 
these projects constitute areas where more service is needed and less taxable 
value is available to support them. 

These items and others which result in high indirect costs must be added to the 
annual Federal subsidy in figuring total costs of the projects. 

The fact that there is cost attached—even more cost than is readily apparent— 
does not necessarily mean that the program is bad or should be condemned. 

It does mean, however, that the public should realize that the program is not 
self-supporting. 

The subsidy, the indirect costs, the dependent nature, and other aspects of the 
public-housing program would*seem to require that it be put in a quasi-public 
welfare category. The program should therefore be treated as a partial welfare 
measure. The same principles which guide welfare administration should be 
employed in public housing. These include: 

1. Examination by the public of how much it can afford, as well as how much 
is needed. 

2. Continued urging by the public for rehabilitation of tenants so that they will 
consider residence in a housing project as a temporary opportunity subsidized 
by the public. 

3. Recognition by the public that it has a stake in the housing program and 
that it must pay part of the bill. 

4. Recognition by the city government that it has an obligation to discharge, 
as in any other welfare case, and to provide for proper education of project 
children. 

5. Knowledge by the public of how much it is paying for this program, and by 
the residents of how much they are receiving from it. 
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New York, N. Y., March 30, 1954 
Senator CAPEHART, 
Senate Office Building, Washington, D.C. 

HONORABLE Str: I know that various bills are before the House and Senate 
regarding the rehabilitation and financing of mortgages. Therefore, wish to call 
your attention to the following facts which exist in the city of New York : 

As you no doubt know, there is a race prejudice existing among the banks with 
regard to the financing of mortgages. If there are any Puerto Ricans or Negroes 
in the building, it is almost impossible to refinance a mortgage. 

At the present time, I have 2 buildings, 1 earns 2% times the interest and 
amortization requirements. The other building earns 3% times the interest 
and amortization requirements, and yet, it is impossible to get a mortgage from 
any savings bank or institution, because there are Puerto Ricans in the locality 
or in the building. Such conditions should not exist. If our institutions are not 
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capable of handling the refinancing of mortgages, then the Government should be 
in position to have same refinanced. 

How is one going to rehabilitate buildings, which I have done for a number of 
years, if the proper financing cannot be arranged because of race prejudice? 

The buildings to which I refer are located in the Bronx, near 149th Street, 
which is in the heart of the Bronx. As you know, Hearns Department Store and 
other large stores, are located nearby. 

Pnclosed are copies of applications which I have made to the banks, and have 
been turned down because of race prejudice, and not because the earnings have 
not been enough. And, no counterpropositions were offered to me. 

If you gentlemen allow this condition to exist, there will be no rehabilitation, 
and when the present mortgages become due, the banks will demand payment 
and cause chaos in the city of New York. 

Our president has been notified by me of this situation. It is therefore 
imperative that in your rehabilitation bill, you should make necessary arrange- 
ments for financing, also the necessary arrangements for financing of buildings, 
where the banks do not entertain application for a mortgage. 

If there is anything I can do to speed up the mortgage bill, please advise. 

Yours very truly, 
IRVING LurRIE. 


MORTGAGE APPLICATION—-FARNS OVER 2 Wy TIMES INTEREST AND AMORTIZATION 
REQUIREMENTS 


Location: 414 Bast 148th Street. 
Size: 27 by 100. 
Description: Five-story apartment house. 
Layout: 2/5 1/4 first to fifth floors. Total, 15 apartments. 

Located near 149th Street and Third Avenue, which is the heart of the Bronx. 
near all shopping—near all department stores in the Bronx. 

Excellent transportation. 

Mortgage application, $25,000 ; 414 percent interest ; 21%4 percent amortization ; 
7 percent constant. 











i: aie ain eneeuirnaeadbee > = inererer- aiid Arecai were, 
Estimated expenses : 
II a cctisentibinies ul ws in aie at at ite dae naccin inet bent sa iehe dete 688. 00 
a a coe tatiana See lacieeigiie ceased taiacaneebiedenedeatorep aaaaees bine 147. 00 
ee ole cute dcebshnsingie wtein taeatetbidshbned déte Biehl. 49. 00 
BI ines cniessh~tnptampie bet~ olan) vce bh dinkolibiettteenl> anthibe bigatitinkis inal Sate ott hs 1, 000. 00 
I ol I a cn nie Dae eat tineetl wots Ghd <Spitipessabttiine tated amid Sabenttoblinn kbd tele 180. 00 
SIE shee ctciter > chieaenh gm die —ththtdldeted- aedlins Gabi ioaddomad titel 250. 00 
BarperinGedent’s | MR TEMN OIE aioe. re esis ns ele ised beds LE od eal blesses. 
BRN SOI cee tnd caceepe<porneenivapsh-<ipeientiobe deans tiditninitiisbteih dealighh bert hinnbuhitadbtbieiibes \ nit abisamaiah 
Reserve for repairs and vacancies_____-_ Nissi bids thie Abdatak eedcais ed 400. 00 
TGR. RRO. CRD ccichtdtpicwdiiinie ccc cnbihiididnbbbethinsieb at 2, 714. 00 
Available for interest and amortization__.__________--_-_.____ 4, 618. 96 


MORTGAGE APPLICATION—EARNS OVER 8{ TIMES INTEREST AND AMORTIZATION 
REQUIREMENTS 


Location: 413 East 147th Street, Bronx, N. Y. 
Size: 27 by 100. 
Description: Five-story apartment house. 
Layout: 3/4 first to fifth floors. 
Located near 149th Street and Third Avenue, which is the heart of the Bronx, 
near all shopping—near all department stores in the Bronx, 
Excellent transportation. 
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e Mortgage application, $25,000; 414 percent interest; 24% percent amortization ; 
7 percent constant. 

of Reats...~...--- iaptdnen nip ecbninthbentindy abled Si uy minis <a lini ._. $9, 355. 20 
t, Estimated expenses : 

id , Se ae — il Ss ih ll te aitichicnni hn hls 516. 00 

ee ilies cabsiabite GIRS wi Ree es aan distin dhl eis 148. 50 

‘e Sewer_ ns-sssnsciielildhitiaii dcisdccails tee Slate il tactical 49. 50 

e tas: Sasnahistie hid hsSindinb han id hb tiab decal achlkitin ditictilesehictat ene 1, 000, 00 

PIG ith eeisinsbidicion tittle ati iijhli aia ao dehls 150. 00 

a, Insurance a ae 250. 00 

it ENE tI a oe ee ect ti eee 60. 00 

Reserve for repairs and vacancies___....._-_--~-~- hits celiteinsbatiinidtts 500. 00 

a ee 

e- Total of estimated expense___ Iricsbah ulcibeieearctligsemoaainicitinniattiiaianntien 2, 674. 00 

Available for interest and amortization___._.___._.___.___._.__--___ 6, 681. 20 





MARSHALL MortTeGace & TrusT Co., 
Phoeniaz, Ariz., April 5, 1954. 
Senator CarL HAYDEN, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR HaypdEN: Please send me a copy of the current housing legis- 
lation, H. R. 7889, together with any committee reports that may be published 
on this bill. 

a I would like to go on record as opposing particularly that part of section 105 
which would extend title II loans to 30 years and that part of section 104 
which inereases the loan maximum to $20,000. The chances are that if these 
were enacted that mortgage lenders would not make loans under these terms; 
however, if all loans were made under these maximums perhaps a few of them 
would be absorbed. 


z In regard to the actual foreclosure costs, the proposed legislation increases 
the existing $75 to two-thirds of the actual cost. In order to protect the Gov- 

0 ernment and the mortgagees I believe a definite maximum amount should be 

0 specified. 

1) I would also like to go on record as opposing completely sections 220 and 

0 221, as the 100 percent Treasury financing would definitely be an intrusion 

> upon private enterprise. I believe that provision providing for a flexible inter- 

0 est rate in FHA and VA mortgage loans increasing the maximum to 6 percent 
is desirable along with the acceptability of FHA debenture funds for payment 

: of mutual mortgage insurance premiums. 

> As this law is so all-inclusive, I have only, in passing, remarked on a few 

a of its provisions. 

0 Yours very truly, 


E. A. MARSHALL, Jr., Vice President. 





MIAMI BEACH APARTMENT ASSOCIATION, 
Miami Beach, Fla., March 4, 1954. 
Hon. GrorGE SMATHERS, 
Senate Office Building, 
Washington, D. C. 


Deak SENATOR SMATHERS: The Miami Beach Apartment Association, officers 
and directors, have reviewed certain news items concerning titles 207 and 213 
of the National Housing Act. It has been alleged that the gap created by a 
slowdown in multifamily construction has led to unemployment in the building 
trades in some major cities. 

In line with our policy of keeping abreast of the potential results of certain 

I legislation as it would affect our economy in the city of Miami Beach in the 
future, we desire at this time to call your attention to an economic fact which 
vitally concerns the apartment owners of this city. 

While we will not attempt to discuss the merits or the lack of same in the 
National Housing Act, we can state without fear of rebuttal that the city of 
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Miami Beach and its investors have planned well ahead for the growing econ- 
omy of the area to the extent that at the present time there is not only a 
sufficiency but a surplus of apartment units in this city. Should title 207 and 
the construction of additional units be approved by the National Housing Act 
for a developer who would locate such building or buildings in the city of 
Miami Beach, only an adverse effect would develop for not only. the:existing 
buildings but the new construction under title 207 which would place the 
entire apartment industry in a disastrous financial condition. 

We trust that you will consider this letter and the attached petition and 
pass on your recommendations to the proper authorities concerned with such 
matters. 

Respectfully yours, 
ALFRED A. Lesser, President. 
PETITION 


We, the undersigned apartment houseowners of Miami Beach, Fla., under- 
stand that the Government intends to finance apartment-house projects through- 
out the United States in order to stimulate building business, 

We here on Miami Beach requesed a statistical survey through Dr. Reinhold 
Wolff, director of the bureau of business research, University of Miami, as to 
the economie condition of this territory, and we have been advised that we are 
off about 34 percent which means that we have more apartments in this area 
than we can absorb for a long time to come. 

The 608 project apartment houses in this area can be rented for very little 
or for almost nothing at all, as you are undoubtedly aware that the Government 
was forced to take a lot of these buildings back. In view of the above, if any 
projects of this type were created in this area, it would be disastrous and would 
jeopardize the investments of all apartment-house owners in this area. 

If there is any other information you desire about the economic conditions in 
this area, we will be glad to furnish such information upon request. 

The attached list of signatures of apartment owners coincides with the feelings 
of the Miami Beach Apartment Association. . 

(The list referred to will be found in the files of the committee. ) 


THE STEELWOOD CorP., 
Pittsburgh, Pa., March 26, 1954. 
Hon. Homer BE. CAPEnART, 
Chairman, Senate Banking and Currency Committee, 
Washington, D. C. 

Dear Str: In order to assist you in your deliberation on the proposed changes 
to liberalize financing for new housing, I am herein setting down in condensed 
form pertinent facts. You, no doubt, recall our previous correspondence on such 
matters, and as a housing developer for the past 15 years, I am qualified from 
personal experience to intelligently discuss this matter. 

1. T tind that purchasers in the $13,000 to $14,000 range earn $90 to $100 per 
week, and 75 percent have less than $2,000 cash, so that after paying closing costs 
and some household goods, the most they can put down is $1,200 to $1,300 or about 
10 percent of the sale price. 

2. I find that purchasers in the $15,000 to $18,000 range earn about $150 per 
week, and the majority can put down $2,000 cash plus closing costs ; therefore, the 
10-percent downpavment must also cover this range, otherwise these purchasers 
will be deprived of houses. 

3. I find that purchasers who earn $70 to $80 per week are satisfied to obtain 
half of a double house with 3 bedrooms, at $11,000 to $12,000 and can put down 
not over $1,000 so that houses in this bracket should rate a mortgage of 95 
percent on the first $10,000 and 75 percent of the next $2,000, thereby creating 
a large field of low-income purchasers with $1,000 down. 

4. In order to provide 2-bedroom apartment suites for not over $10 per month 
including utilities, apartment developers should rate a mortgage of $2,200 per 
room count in walkup nonfireproof buildings, or $2,500 per room count in eleva- 
tor-tvpe fireproof buildings. The encouragement of these building projects will 
provide new modern shelter for about 25 percent of those in need of housing. 

I, therefore, urge you to give very serious thought to the recommendation of 
our NAHB representatives, as anything less than their request will affect the 
proposed goal of 1 million to 1,400,000 units that must be built in the next 12 
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months to house our people in sanitary modern homes and maintain a high 
economy. 

I want to honestly assure you that the above facts are true and correct for 
the Pittsburgh area, and have been arrived at after a thorough study of the 
results of projects my firm has developed during the past 15 years. 

Very truly yours, 







Wma. S. Mririer, President. 







STATEMENT OF A. LEE PAINTER, PRESIDENT OF THE MoniILeHOME I)EALERS NATIONAI 
ASSOCIATION 













Mr. Chairman and members of the committee, my name is A. Lee Painter 
and I am president of the Mobilehome Dealers National Association with offices 
at 39 South La Salle Street, Chicago, Ill. Our association consists of more 
than 500 dealers of mobile homes located in approximately 48 States. I am 
president of the American Trailer Co. and have been actively engaged for many 
years as a mobile-home dealer and mobile-home park operator in Virginia, Mary- 
land, and the District of Columbia. 

Our association is very much concerned that the comprehensive housing pro- 
gram presented in S. 2988 makes no reference to the mobile-home industry and 
thereby denies it the recognition which it has earned as the housing source 
for more than 2 million Americans, for it is approximately that number of 
people to whom the mobile home is a permanent dwelling unit. 

Since World War II the mobile-home industry has earned its place as part 
of the housing resources of the country. The 1952 total industry preduction 
was 83,054 and the 1953 production was approximately 77,000. Surely an 
industry which has contributed so much—more, for example, than the pre 
fabricated-homes industry—deserves proper recognition in comprehensive legis 
lation which purports to treat of the entire housing problem of the Nation. 
The mobhile-home industry has a claim to such recognition on at least two 
counts. 

First. the mobile home represents the most satisfactory low-cost housing 
which private enterprise has been able to produce. The mobile home is a com 
| pact. complete housing unit with an average total cost to the purchaser of 
from $4,000 to $5,000. It is a completely furnished 2-hbedroom unit with all 
modern conveniences. This committee has already raised serious question as 
to the results, if any, of the proposed section 221 with its 100-percent 40-year 
loan for a $7,000 unfurnished house. There is considerable question, for example, 
whether such section will be able to produce housing in the urban areas where 
the need for relocating people fram urban renewal areas would be the greatest 
With the assistance of the amendments proposed by our association, many of 
these people will be able to obtain adequate mobile homes at monthly payments 
which they can afford. In this way the problem of relocating displaced persons 
from urban renewal areas will be solved and the greatest obstacle to urban 
redevelopment would be surmounted. For example, the application of the FHA 
mortgage-insurance system, in the manner to be set forth later in this state- 
ment, would bring this low-cost housing within the reach of the lowest income 
group and certainly obviate the necessity for further public housing with the 
many disadvantages which are inherent in Government-owned shelter. Just 
think. the approximately 200,000 public-housing units in existence today will 
require an average annual subsidy from the American taxpayer of approxi- 
mately SSO million per year for 40 years. Of course, we wonld not suggest 
it, but the subsidies for only 5 years would be enough to give 200,000 low 
income families a completely furnished 2-bedroom mobile home without charge 
and without further cost to the Government. Think then of the tremendous 
savings which would inure to the already hard-pressed taxpayer by enabling 
these low-income people to purchase through FHA insurance this ideal low 
cost mobile housing, thus giving them the opportunity to build up some equity in 
their own homes instead of paying rent to the Government. 

Secondly. the mobilehome-industry production should be maintained at its 
present level of approximately 80,000 units per year not only to meet the demand 
for these units from low-income groups, retired people, migratory workers, 
servicemen, and so forth, but to be in a position to meet the temporary housing 
needs of an augmented Military Establishment and stepped-up defense production 
force in the event of a national emergency. The mobilehome industry in 1950 
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was called upon to supply thousands of mobile homes as military housing; and 
more than 25 percent of its production for several years went to servicemen and 
their families desirous of living in the only type of housing which assured the 
family being together as the serviceman shifted from station to station. The 
approximately 125,000 servicemen’s families living in mobilehomes at the present 
time attest to the great contribution made by this industry and to its acceptance 
us adequate housing for servicemen. 

However, there is one stumbling block to the continued stability of this indus- 
try and that is the inadequacy of existing financing facilities, the identical prob- 
lem which, in the early thirties brought about the creation of the Federal Housing 
Administration. Present financing facilities for mobilehomes, like conventional 
mortgage financing of the 1920’s, require too large a downpayment (about one- 
third of the retail price) and too short a maturity period (3 to 5 years). The 
result is to narrow the market thereby denying mobilehomes to many people who 
need such housing because of their occupation, service, retired, or migratory 
status. 

We strongly recommend that the mortgage-insurance system under title I be 
amended so as to provide mortgage insurance for mobilehomes up to 75 percent 
of the purchase price or $5,000 whichever is the lesser, and for a maturity period 
of 7 years and 32 days, the same maturity period that will apply to the proposed 
modernization loans under this title. The proposed mobilehome-mortgage insur- 
ance under this title is patterned after the mortgage insurance for modernization 
loans of $3,000 for 5 years and 32 days. Considering that the latter loans are 
unsecured and enjoy a dignified position among banking institutions it is cer- 
tainly logical that mobilehome-financial paper will be readily acceptable by such 
institutions. 

We also recommend that section 207 be amended so as to provide for mortgage 
insurance for mobilehome parks or developments not to exceed $1,000 per space 
with an aggregate maximum for each park of $300,000. A mobilehome park is 
improved real estate and with proper appraisal standards, to be promulgated by 
the Federal Housing Administration, would prove a worthy adjunct to the mort- 
gage-insurance system and would be the means whereby the mobilehome industry 
could satisfy the great demand for adequate mobilehome parks. 

We are pleased to join the Mobile Homes Manufacturers Association and the 
Trailer Coach Association in recommending these proposed amendments. The 
amendments which we suggest are attached as part of this statement and we com- 
mend them to your favorable consideration. 


PROPOSED AMENDMENTS To INCLUDE MonILe DWELLINGS IN THE NATIONAL Hovusine 
AcT FOR CONSIDERATION OF THE BANKING AND CURRENCY COMMITTEE OF THE 
SENATE AND HOUSE OF REPRESENTATIVES, 2p SESSION, 83p CoNGRESS, IN CoNn- 
NECTION WITH H. R. 7839 anp §S. 2938 


To aid in the provision of housing for families in essential and migratory 
occupations and to encourage the growth of a mobile housing resource for 
national security by extending certain credit insurance provisions of the Na- 
tional Housing Act to occupants of trailer coach mobile dwellings. 


FEDERAL HOUSING ADMINISTRATION AMENDMENTS OF TITLE I OF NATIONAL 
HOUSING ACT 


Sec. 101. Section 2 (a) of the National Housing Act, as amended, is hereby 
amended by striking out the period at the end of the first sentence and inserting 
the following: “and for the purpose of financing trailer coach mobile dwellings 
by owner-occupants thereof.”. 

Sec. 102. Section 2 (b) of said Act, as amended, is hereby amended (1) 
by striking out thesemicolon at the end of the clause numbered (1) and inserting 
the following: “or for the purpose of fianancing mobile dwellings exceeds 75 
per centum of the purchase price or $5,000 whichever is less”; (2) by inserting in 
clause numbered (2) the following: ‘or for mobile dwellings seven years and 
thirty-two days,” betwee nthe words “days” and “except.” 

Sec. 103. Section 2 (c) of said Act, as amended, is hereby amended by insert- 
ing in paragraph numbered (2) the words “or mobile dwelling” immediately 
after the phrase “any real property”. j 
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and 

and AMENDMENTS OF TITLE II OF NATIONAL HOUSING ACT. 

the 

The Sec. 104. Section 207 (a) of said Act, as amended, is hereby amended— 
sent (1) by inserting in paragraph numbered (1) a comma followed by the words 
ance “including facilities for trailer coach mobile dwellings” immediately following 

the phrase “designed principally for residential use.” 

dus- (2) by strking out the period at the end of paragraph numbered (6) and in- 
rob- serting the words “or space in a trailer court or park properly arranged and 
sing equipped to accomodate a trailer coach mobile dwelling.”’. 
mal Sec. 105. Section 207 (c) of said Act, as amended, is hereby amended by in- 
ne- serting in paragraph numbered (3) the words “or not to exceed $1,000 per 
The space or $300,000 per mortgage for trailer courts or parks” immediately fol- 
who lowing the parenthesis and words “four per family unit’. 

ory 

tbe Crry or New ORLEANS, 


ent OFFICE OF THE MAyor, 
March 5, 1954. 


‘iod 
Senator ALLEN J. ELLENDER, 





Se 

— Senate Office Building, Washington, D. C. 

ion Dear SENATOR: In connection with the proposed Federal Housing Act of 1954 

are which is now a bill under consideration in Congress, I want you to know my at- 

cer- titude in view of the active rehabilitation program in effect under our newly 

uch created Department of Housing Improvement and Slum Prevention of the City of 
New Orleans. 

age Title I, pertains to Government insurance of loans to private individuals and 

ace I am in favor of this section as presently revised in the proposed bill with the 

ts exception that all title I loans should be discounted in their full amount at a 

by rate of 5 percent, instead of the amount in excess of $2,500 being at a reduced 

ort- rate. 

try Title II loans should bear interest at the prevailing market rate. 

Title IV adds “slum rehabilitation and conservation” to the existing “slum 
the redevelopment” programs. I am extremely interested in this title as New 
‘he Orleans, under its present “housing improvement and slum clearance” program; 
m- would be eligible to participate in the Federal aid now available to cities under 

the urban redevelopment program. As you so well know, we urgently need 

these funds for street paving, sewer extensions and other public utilities, as 
NG well as for proper planning. 
HE Section 414 of this title also sets up a $5 million fund for development and 
N- testing purposes of methods to successfully combat slums. 

I am sure Cliff Favrot and Colonel Hubbard have briefed you in the past 

few months on the recently created housing improvement and slum prevention 
ry department of the city. We appropriated over $100,000 to be used by this de- 
for partment in 1954. Even with the success obtained so far with the large budget 
ja- appropriation, much is left to be desired in the staffing of this department. We 

need statisticians, social workers and much planning to develop and test the 

actual results which will be obtained. 

Under this section, 414, I feel that we will be eligible, as New Orleans is defi- 

nitely considered a pilot city by Albert Cole, to obtain much needed funds to 

: expand and develop our local program. 
by I would appreciate it if you will keep me advised of the progress of this bill. 
ns Cordially, 
gS pDELESsEPs S. Morrison, Mayor. 
L) 
1g HomOgrar, 
5 Past Detroit, Mich., March 12, 1954. 
in Hon. H. ALEXANDER SMITH, 
1d Sheraton Park, Washington, D. C. 


My Dear Senator: To enable you to evaluate the contents of this letter you 
e should know some facts about the writer. I have been in the construction field 
ly for 32 years, was a charter member of both local and national builders associa- 
tions, and was a director in both until 1952, when I resigned from active duty and 
was awarded a life membership. This was done to enable me to devote more time 
to my other affairs. 
I am a registered construction engineer and publisher. My firm’s name is 
HomOgraf Co., which does an international business serving the public with 





a i 





1090 HOUSING ACT OF 1954 


house plans, specification guides, material lists, etc., all of which tends to promote 
better housing on this continent. 

The reason for this letter is not to criticize the President’s recommendation on 
housing or the President’s Advisory Committee Report, but rather to implement 
their recommendations. 

In our work it is necessary to know the requirements of the average family for 
good decent housing and also the manner in which this housing can be acquired. 
This includes the material supplies, builders, and financing phases. 

Study of our continuous national survey and a review of the housing recom- 
mendations lead me to believe that there is a lack of parity for the small-business 
man and a large segment of our prospective homeowners. Also, a good potential 
for increased administrative cost. 

Up to now, the majority of homes built were financed without the aid of FHA 
or VA valuation, inspection, or mortgage insurance. However, legislation such 
as proposed, if enacted without parity for the unorganized groups, such as small- 
business men and the thousands of people who want to build or acquire a home 
as their neighbors have done, will cause the further loss of ground for these 
groups. 

Now, here is what we believe would implement the housing recommendations 
and create parity for all: 

1. Recognize private enterprise to the fullest and eliminate duplication of 
services by Government which can be rendered privately. 

2. Recognize the national housing code as endorsed by the BOCA as the stand- 
ard for construction. 

3. Accept local building and safety engineers’ inspections for health and safety 
factors. 

4. Accept private disinterested qualified appraisers’ appraisal for replacement 
and market value on which to base loans. 

5. Use private qualified engineers and appraisers for plan and specification 
compliance inspectors. 

6. Provide for FHA and VA to function only as a mortgage-insuring agency by 
eliminating and setting of local construction and property standards and sub- 
stituting of local professional services. 

7. Provide for the insuring of any habitable structure that is healthy and safe 
with sufficient economic value to be merchantable according to local authorities. 
Such insurance should be of an amount with an amortization period in keeping 
with the value and life of the structure. 

8. Streamline the insuring procedure and make it workable and available to 
all lenders without the necessity of special approval or training. 

Trusting that the eight suggestions will be of value when considering new 
housing-legislation proposals, I am 

Sincerely yours, 
Arvip C. PETERSEN. 


STATEMENT OF NATIONAL COUNCIL OF JEWISH WOMEN, INC. 


The National Council of Jewish Women is a voluntary association of over 
100,000 individual members, whose primary objective is the promotion of the 
general welfare. Under our community welfare program our sections in some 
246 communities throughout the United States are carrying on projects designed 
to meet the needs of the community. Because of their intimate contact with 
community problems, they have long ago recognized the vital importance of 
decent housing to the development of better communities. 

The realization that good housing is one of the fundamental needs of any 
community caused our members to adopt a resolution in support of public hous- 
ing in 1911. Since then our organization urged the adoption and actively sup- 
ported proposals for a national housing policy consistent wtih the objective of a 
decent home for all Americans. The Housing Act of 1949 as it relates par- 
ticularly to public housing and urban redevelopment, was strongly supported 
by our members. 

We followed carefully the deliberations of the President’s Advisory Committee 
on Government housing policy and programs and were pleased to note that 
the committee recognized the public housing program as an important and 
integral part of an overall national housing policy. Recently Mr. Albert M. Cole, 
the Administrator of the Housing and Home Finance Agency who also seryed 
as. chairman of the Advisory Committee, had this to say when he discussed the 
Federal Government's role in housing: 
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“It is imperative that we all realize at once—as did the Advisory Committee— 
that we cannot attack these problems piecemeal. We have a comprehensive 
program of three essential and interrelated parts which cannot be considered 
independently. * * * 

“By treating the improvement of houses and neighborhoods, and the clearance 
of slums, as a whole on the one hand, and the supply of all types of housing, new 
and old, as a whole on the other hand, I think we establish the basic premises to 
enable families to improve their housing conditions and thus, for cities to improve 
their standards. 

“But the free flow of families from undesirable into desirable houses and 
neighborhoods as they are made available presupposes that all these families 
are able to do just that. Most of our families can, of course, buy or rent ade- 
quate homes on the private market. But unfortunately there are still large 
numbers in all our cities who cannot do so. Their incomes are too low * * *. 

“These are the people whose housing problems constitute one of the most 
serious roadblocks we have to the clearance and prevention of slums and to the 
renewal of our cities. Their problems must be solved, or we have just failed 
to solve the problems of slums and blight * * *. 

“If we expect to clear slums and renew our cities, the housing problems of 
these families must be squarely faced and solved.” 

In view of this demonstrated need, it is difficult to understand why the bill 
now pending before your committee (S. 2938) does not recognize the needs of 
those who need housing most. 

The Housing Act of 1949 authorized the construction of 135,000 public housing 
units a year. It is now estimated that in order to meet the need 200,000 units 
a year should be constructed. In spite of the growing need for this type of 
housing, Congress last year took action which will virtually liquidate the pro- 
gram unless the provisions contained in the independent offices appropriation bill 
are repealed. The Housing Act of 1949 was considered and recommended by 
the Banking and Currency Committee which is charged with the responsibility 
of developing and recommending national housing programs. It would seem, 
therefore, that the responsibility for changes in the programs recommended by 
the Housing Act of 149 should not be delegated to the Appropriations Commit- 
tee whose sole responsibility is to deal with the expenditure of Federal funds. 
In this connection, we wish to state our support of the amendment introduced 
by Senator Maybank which places the responsibility for public housing properly 
within the responsibility of your committee. 

The bill before your committee provides for an urban renewal program which 
is designed to clear and prevent slums. In order to carry out this program suc- 
cessfully, there must be some way to provide homes for those who will be dis- 
placed, The only aid provided in the pending bill, for those who will be dis- 
placed by urban renewal, is the program of low-cost housing produced through 
private means. The feasibility of constructing $7,000 homes has been seriously 
questioned by many and it has been stated by those who are familiar with the 
situation that in many parts of the country, it would be impossible to do so. 

It would seem to us, therefore, that the entire program of urban renewal 
cannot be successful unless a substantial public housing program is authorized by 
Congress. We respectfully urge your committee to amend the pending bill in 
such a way as to permit the construction of the number of public housing units 
required to take care of the needs of those who are not able to avail themselves 
of housing produced through private means. 


—— ee 


STATEMENT OF NATIONAL ESTABLISHED ROOFING, Stprnc & INSULATING CONTRACTORS 
ASSOCIATION, INc., C. N. NICHOLS, MANAGING DIRECTOR 


No other segment of the building industry has grown any faster than the 
maintenance, repair, and home-improvement business. This has been accom- 
plished without any extra special aid from Government or private sources since 
FHA title I was first established 20 years ago. In the last decade the volume 
of business as indicated by all information available has increased from a billion 
dollars to approximately 7 billion annually. 

In 1949 I appeared before the Banking and Currency Committees of both 
Houses in behalf of a phase of FHA title I as contained in the Housing Act. I 
made a statement, with tongue in cheek, that I represented a “$2 billion business 
carried on by 25,000 contractors.” At that time there were not so many sources 
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of information available. All we could do was take opinions from persons 
in the industry. 

Today I am proud to say that the annual business of maintaining the homes 
of this country has more than tripled in dollar volume and that now we know 
that approximately 100,000 business firms participate; that they employ an 
average of 5 persons, which means directly about 2 million persons are fed and 
housed through the efforts of the contractors for whom I am speaking. 

Now, if the maintenance and repair business has shown such progress under 
the past housing acts, then I predict, if the sections of the Housing Act of 1954 
which we are supporting are enacted, it will increase the prospects for those 
engaged in the industry twofold in the next 5 years. Compare the possibilities 
to many so-called big businesses and you will realize why my representation 
is important to the economy of this country. 

The value of this great upsurge in the maintaining of property requirements 
is not alone in the dollar-and-cents class. Through the ability of the property 
owner to have Government FHA title I guaranteed loans, properties can be main- 
tained in the interest of the health and comfort of their occupants. 

Without credit terms which have existed and which we ask you to liberalize, 
the 41 percent of homes built before 1920 would certainly be out of use; the 19 
percent constructed between 1920-29 would be well on their way to uselessness ; 
certainly many repairs and improvements would be necessary on the 19 percent 
which appeared during period 1930-44; and, finally, a large percentage of the 
remaining 21 percent established since 1945 need new facilities to take care of 
the rapidly increasing birthrate. 

The maintenance, repair, and home-improvement contractors for whom IT am 
speaking today have every right to ask this Congress to take into serious con- 
sideration the situation on improvement loans whereby the owner of the homes 
in the above percentage categories, as supplied by the Housing and Finance 
Agency of the United States Government, can have equal opportunity through as 
favorable credit terms as the citizen who elects to purchase a new home. 

The President’s Advisory Committee on Government Housing and Programs 
has asked for the equalization of home-improvement loans with those given new- 
home buyers. The organized home-improvement contractors of the United States 
join with the committee in requesting parity with the home builders. 

Before indicating our specific requests, I wish to go on record for our busi- 
nesses as endorsing 100 percent the statement of basic policy as expressed by the 
President’s advisory committee when the President’s committee states: 

“Tt is the conviction of this committee that the constant improvement of the 
living conditions of all the people is best accomplished under a strong, free, com- 
petitive economy; that every action taken by Government in respect to housing 
should be for the purpose of facilitating the operation of that economy to provide 
adequate housing for all the people to meet demands for new building, to assure 
the maintenance, restoration, and utilization of the existing stock of housing, 
and the elimination of conditions that create hazards to public safety and welfare 
and to the economic health of our communities; and that only those measures 
that prove to be successful in meeting these objectives should be continued.” 

One behalf of the responsible, reputable, and reliable home-improvement con- 
tractors, I also wish to endorse wholeheartedly the statement by the committee 
that— 

“The Federal Housing Administration should utilize every available admin- 
istrative control to assure that homeowners are protected against possible losses 
from irresponsible parties utilizing the modernization program under title I of 
the National Housing Act.” 

Specifically, in my appeal I wish to plead for— 

1. Amendment of the present Housing Act to provide for increasing the dollar 
amount of insured FHA title I loans. 

2. The lengthening of period in which the loan can be repaid. 

8. Amendment of the Housing Act to permit FHA to insure open-end mort- 
gages. 

4. Amendment of the Housing Act to grant equal mortgage terms to the pur- 
chasers of a presently built home as to new-home financing. 

Each of these amendments is in the interest of the homeowner, whether 
he wishes to fix up the old property in which he now lives or prefers to buy 
an old house and modernize to his own desires and needs. 

Previously I have cited figures showing the large number of old homes still 
used in some form or another. They offer a great opportunity to give every 
person a satisfactory roof over the head of his family. 
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And finally may I implore each of you on this committee to consider through- 
out the next 12 months the possibility of establishing the Federal Housing 
Administration as a permanent Government agency. They have, as you know, 
paid their own way, have not cost the Government one red cent. Why, I ask, 
should you be compelled from time to time to reestablish this great Government 
friend to the homeowner on a temporary basis. 

Extend greater credit opportunity to the homeowner of the United States, 
and I pledge you the finest cooperation from the home-improvement contractors 
in an effort to cheaply and effectively do as President Eisenhower has indi- 
eated to our association in a letter dated March 18, 1954, “a goal of a decent 
home for every American family.” 


Doyr.Lestown, Pa., March 24, 1954. 
Homer W. CAPEHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 


Thousands of applications available in every region of the country if the 
same FHA privileges are accorded to rural housing which, demonstrated its 
stability down through the years. Centralization is a national trend which 
will and must continue. FHA liberalization could lend valuable assistance. 
Appreciate your cooperation. 

CHARLES J. Happ, 
President, National Institute of Farm Brokers. 


New Orveans, La., March 9, 1954. 
Senator ALLEN S, ELLENDER, 
United States Senate: 

We urge your support of National Housing Act. Suggest all title I loans 
be discounted in full amount at 5 percent. All title IT loans should bear 
prevailing market interest rate. Particularly urge support section 414 of 
amendment as New Orleans is pilot city. Suggest consult mayor on title IV, 
title V, title VII, title VIII. Do not concern our rehabilitation program. 

Currrorp F. Favrort, 
Chairman, New Orleans Housing Improvement Committee. 





Ont10 PLANNING CONFERENCE, 
Columbus, Ohio, March 29, 1954. 


Subject : Senate bill 2938 


COMMITTEE ON BANKING AND CURRENCY, 
United States Senate, Washington, D. OC. 

Drar Srrs: The Ohio planning conference representing 350 planners and lay 
citizens in the State of Ohio hereby submit a statement of approval of the 
comprehensive-planning principles embodied in Senate bill 2938. The Ohio 
planning conference is a statewide association of civic-minded laymen, public 
officials, and planning technicians who have joined forces to promote the best 
interests of all Ohioans in the following fields: (1) Community and regional 
planning; (2) better housing; (3) urban redevelopment; (4) resource conserva- 
tion. 

We would like the committee to be informed on the following: 

We commend the principle found throughout the housing bill of 1954 which 
recognizes that the main purpose of comprehensive local planning is to pro- 
vide better communities. We further commend the requirement that Federal 
financial assistance for specific community improvements such as urban renewal, 
special FHA loans, and advance planning of public works shall be available 
only when these items are in conformity with the locality’s comprehensive 
ylans, 

We commend section 701 which will provide financial assistance to State, 
regional, and metropolitan planning bodies. The recent rapid growth of urban 
areas has found many localities in need of additional comprehensive planning. 
Section 701 will provide the stimulus necessary to effectuate the sound growth 
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of urban areas. We agree with the principle that the assistance for planning 
to smaller communities should be channeled through State, regional, and metro- 
politan hodies who best know the comprehensive needs of the local urban 
areas thereby avoiding the danger which results from excessive Federal control. 

We also commend section 702 for providing financial assistance to create 
a reserve of planned public works. At any time in the national economic cycle 
such a reserve is important. The section will also be conducive to better 
working of the urban renewal program by permitting advance detailed planning 
of public improvements within an urban renewal area. 

Respectfully yours, 
LAWRENCE M. IrvIN, 
Secretary-Treasurer. 


SPoKANE, WASH. 
Hon. Warren G. MAGNUSON, 
Senate Office Building, Washington, D. C.: 


I urge that you vote against current public-housing legislation and vote 
for expanding section L to include minorities and other low-income families 
on controlled programed basis. Also vote for lower downpayments of 95 per- 
cent on first $10,000 and for elimination of proposed Presidential credit control. 
These matters urgently need your attention for the benefit of the people of 
the State of Washington. 

JoHN PETEK, 
Perek & SANDBERG. 





C. H. Pornt Rearry Co., 
Siour Falls, S. Dak., March 1, 1954. 
Hon. Harorp O. Lovre, 
‘House of Representatives, 
Washington, D.C. 


DeAR REPRESENTATIVE Lovee: It is my understanding that the President’s Ad- 
visory Committee on Government Housing Policies and Programs has recom- 
mended that the President direct the Housing and Home Finance Agency, the 
Veterans’ Administration, and the Federal Housing Administration to work out 
an agreement whereby the Veterans’ Administration would contract with the 
FHA to perform appraisals and inspections in connection with veterans’ home 
loan applications. It is my further understanding that an Executive order is 
contemplated to direct this action. 

As you know, under the present system appraisals on GI loans are made by 
individual appraisers, on a fee basis, who must especially qualify with the Vet- 
erans’ Administration. On the other hand, FHA appraisals are made by FHA 
employees. Most FHA offices are usually about a week behind in making such 
appraisals, whereas Veterans’ Administration appraisals are usually up to date. 

Evidently the purpose of this contemplated action is to save money, I do not 
believe, however, that purpose can be accomplished, because, unquestionably, 
the FHA would find it necessary to hire additional employees as appraisers and 
additional clerical help to process the cases and as a general rule these appraisers 
are very hard to find. 

The most serious objections to the change as I see them are as follows: 

1. Delaying action on veterans’ applications. 

2. A backlog of appraisals would result immediately because the FHA does not 
have enough qualified appraisers to handle the tremendous workload which 
would be piled on them and the FHA cannot hire enough qualified appraisers 
overnight to take up the slack. 

8. Because of the increase in personnel which FHA would require, there would 
be no savings involved in the proposed merger, and many costs now absorbed by 
the fee appraisers for the Veterans’ Administration would have to be borne 
by the Government, i. e., secretarial expense, telephone, car expenses, supplies, etc. 

4. The Government would be taking over a function that has been, can be, better 
handled by the private fee appraisers and inspectors. 

5. It would be the first step in the dismemberment of the VA and veterans 
would be dependent on 2 agencies rather than 1 to obtain redress for justifiable 
complaints. 

6. The superior quality of VA appraisal and inspections has been established 
and it is in the best interests of the veterans to maintain this procedure. 

7. The concentration of all appraisal activities in a single governmental agency 
carries with it the serious implication of price control. 
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8. Many contractors and builders in various sections of the United States 
that are currently striving to better serve our numerous veterans needing 
housing would become irked and irritated no end over needless delays which 
are bound to occur if the proposed merger is adopted. 

I would appreciate it very much if you would look into this situation and do 
what you can to prevent the change from taking place. 

Sincerely yours, 
C. H. Potnt, President. 


AtTLas LuMBER Co., 
Omaha, March 12, 1954. 
Hon. Hueu A. BuTLER, 
United States Senate, Washington, D. C. 

My Dear Hueu: Passage of housing bill S. 2988 is, in my opinion, very im- 
portant, not only to potential homeowners in our area, but owners of homes that 
need improvement, and to the building industry, as well as to the national econ- 
omy; and I sincerely hope that when this bill reaches the Senate floor that you 
and our mutual friend, Dwight Griswold, will strongly support the same. Am 
sure that you will, for both of you genelemen are fully aware that not only is 
additional housing at reasonable costs badly needed, but there are a great many 
homes that need improving; and at present, we here in Nebraska, at least, need 
something to stimulate business. 

Have read bill mentioned; and below are the features that impress me. 

1. A realistic flexible interest rate for FHA-insured and VA-guaranteed loans. 
This is accomplished by section 201, title II of the bill. 

2. A more adequate long-term credit for modernization and repair of homes. 
This is accomplished by section 101 of title I of the bill to increase the limits for 
title I repair and modernization loans to $3,000 and 5 years, and in section 125 
of the bill which authorizes the open-ending of FHA-insured mortgages for sup- 
plemental advances for repair—this highly desirable. 

3. The provision in subsection 4 of section 201 of the bill authorizing addi- 
tional servicing charges for mortgages made in outlying areas to encourage in- 
vestors in other areas to invest in mortgages in areas where there is a shortage 
of funds is a badly needed provision. 

4. The establishment of a secondary mortgage facility (title III of the bill) 
which would buy and sell FHA-insured and VA-guaranteed mortgages from 
lending institutions with limited funds in certain areas experiencing a shortage 
of mortgage money, and which would provide a more even distribution of funds 
for home mortgages is very important to this industry. 

5. Increasing maximum mortagege limits under section 203 of the National 
Housing Act from $16,000 to $20,000 for 1- and 2-family houses is also highly 
desirable. Section 104 of the bill does give our President discretionary author- 
ity to put such increase into effect, and, in my opinion, such increase should not 


- be discretionary, for this develops an uncertainty that we in the construction 


industry do not favor. 

6. Existing homes should be given the same treatment in FHA as new homes. 
The legislation would accomplish this in section 104 of the bill. 

7. The various programs of FHA should be consolidated and simplified. The 
bill accomplishes this. 

8. There should be a leveling out of the FHA downpayment schedule to give 
a better break to homes in the $11,000 to $15,000 price brackets. This bill does 
this in section 104. 

9. Also the provision for a 95 percent loan (up to $8,000) and the 30-year 
maturity period should be written into the law and not be left to the discretion 
of the President. 

While, as a rule, I do not like lengthy letters, yet the subject in question is so 
important to us that I wanted you to know just how I felt, and am cetrain that 
most of the lumber dealers in this area feel just as I do; and again am asking 
for your support. If there is any information that you would like to have, 
do not hesitate to ask me for the same. 

I trust that you are enjoying the best of health; and with continued high 
regards, I remain, 

Yours very truly, 
GrorGe RASMUSSEN, President. 


44750 —54—pt. 1 71 
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Hovustne AND REDEVELOPMENT AUTHORITY 
oF THE City oF Str. Pau, MINN., 
St. Paul, Minn., April 1, 1954. 
Re Housing Act of 1954. 
Hon, Homer EF. CAPeHart, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR CAPEHART: The Housing and Redevelopment Authority in the 
city of St. Paul has revised the recommendations of the President’s Advisory 
Committee on Housing Policies and Program, the recommendations of the Presi- 
dent to the Congress, and the proposed Housing Act of 1954. 

These proposals represent a well-conceived board long-range program designed 
to attack all phases of the housing problem. To be effective, we believe, the new 
Housing Act must provide for all phases of the proposed housing program, 
including the provisions regarding: (1) rehabilitation and conservation, (2) 
slum clearance, and urban redevelopment, (3) construction of new housing, both 
public and private, to meet the relocation need engendered by both rehabilitation 
and slum-clearance programs, 

In St. Paul, we have two urban redevelopment projects in the development 
stages which will displace approximately 1,600 families, a major portion of 
which are either eligible for public housing or have income just above the maxi- 
mum income limits for eligibility. To meet this rehousing need here and in other 
cities, private housing such as proposed in section 221 should be provided. How- 
ever, the cost ceiling should be increased up to about $10,000 if any housing is to 
be produced under this provision in this section of the country. In establishing 
this program, precaution should be included to insure that families are not forced 
into home ownership programs far beyond their financial means. If the re- 
housing job is to be accomplished, the act must also include provisions for the 
continuation of public-housing program and the elimination of the present 
restrictions as to the volume of public-housing starts. 

The program of urban renewal, including rehabilitation and conservation, is 
a very complex program which will require considerable research as to methods 
and techniques by all communities undertaking this program. The provisions 
of the act for providing Federal assistance for the purpose of developing and 
testing methods and techniques for the prevention and elimination of slums 
and urban blight plus the provisions of Federal assistance for metropolitan 
urban planning are believed to be desirable. To insure successful results from 
the comprehensive housing program that has been proposed by the President, 
we urge that steps be taken immediately to insure that public housing be restored 
to include a minimum of 140,000 units of public housing during the next 4 years 
at the rate of 35,000 units per year. 

For your information, a copy of an editorial which appeared in the St. Paul 
Pioneer Press, Saturday, March 27, is attached. 

Yours very truly, 


Nick J. SmitH, Chairman. 


[St. Paul Pioneer Press, March 27, 1954] 


HousING IN THE House 


President Eisenhower submitted to Congress this session a comprehensive and 
balanced housing program in which public housing for low-income groups had a 
place but a very minor one. He asked Congress to provide a 4-year public- 
housing program of 140,000 units. 

The House Appropriations Committee has not exactly scuttled this program, 
but it has acted to cut the program down and bring it to an end 2 years hence, 
far short of the goal set by the President. 

The committee has provided for the start of 20,00 new units this year and 
declares that the whole program should be wound up with 15,000 more next year. 
The committee actually intends that the program end right now, since it has 
provided that no new projects may be undertaken. The 35,000 units are to take 
care of projects for which binding contracts exist. 

The main emphasis by far in President Eisenhower’s housing program was 
on private enterprise. He suggested that an experiment be tried of extending 
financial encouragement to private enterprise for the provision of low-cost hous- 
ing. He felt, however, that in the meantime authorization should be given for 
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a minimum of public housing to take care of the worst and most urgent needs 
in this field. 

The Appropriations Committee has been ill-advised in upsetting the balance 
of the program by taking this feature so nearly completely out of it. The com- 
mittee indicates that it considers public housing justified only in conjunction 
with slum clearance. If that is true, then there is no justification for winding 
up the program 2 years hence, because there is no chance that slum clearance 
will be a closed book in that time. 

Actually public housing is an adjunct not merely of slum clearance but of our 
social welfare program in general. It has been more sympathetically approached 
from that viewpoint in the Senate than in the House, probably because of the 
championship of public housing there on those grounds by Senator Taft. If the 
House itself does not restore Eisenhower's program, there is a good probability 
that the Senate will put back at least a part of it, as it has done before in public- 
housing appropriations. 


PHOENIX, Ariz., March 29, 1954. 
Hon. Cart HAYDEN, 
Washington, D. C.: 

Strongly urge you to contact members ef House of Senate Banking Committee 
as to the importance of pending housing bill. Also urge your support of the 
following items: (1) We strongly advocate maximum 2 percent investment re- 
quirements of FNMA to prevent excessive discount for use of new facilities; 
(2) we strongly advocate the continuation of the 1 for 1 plan on the present 
portfolio of FNMA. This plan has provided Arizona with its first large-scale 
veterans financing and FHA financing for small or outlying communities; (3) 
we advocate purchase by FNMA of any type of FHA-insured or VA-guaranteed 
mortgages; (4) we strongly urge 95 percent FHA financing up to $10,000 and 
definitely feel that imposition of administrative discretion over downpayment, 
mortgage amounts, and amortization terms very seriously interfere with sound 
long-range planning by the house building industry and should be stricken from 
new housing bill. Request your wholehearted support so that we may continue 
to build a bigger and better Arizona. 

RaAvPu E. Sraaes, 
Region 18, Vice President, National Association of Home Builders. 


SPOKANE, WASH., April 1, 1954. 
Hon. WaAkrEN G. MAGNUSON, 
Senate Office Building., Washington, D. C.: 

Urge that you vote against current public housing legislation and vote for 
expanding section 221 to include minorities and other low-income families on 
controlled programed basis. Also vote for lower downpayments of 95 percent 
on first $10,000 and for elimination of proposed Presidential credit control. These 
matters urgently need your attention for the benefit of the people of the State 
of Washington. 

Jack L. STrrn, 
Home Builders Association of Spokane. 


Tucson, Ariz., March 16, 1954. 
Hon. Cart HaYpdEn, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Hayden: The Tucson Home Builder's Association upon the ap- 
proval of its general membership request your support of the housing bill re- 
cently introduced by Senator Capehart and Representative Wolcott. We request 
this support with one important exception, that exception is the loan to value 
ratios on FHA-insured mortgages. 
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We feel that the schedule of downpayment set forth below should be adopted 
for the following reasons: 


Loan to value ratio: Selling price 
Go percent isiabiadiinmnindeaneihacssesssantte ada _.0-$15, 000 
ae $15, 000-20, 000 


A. These downpayments would be ones that the people could actually afford. 

B. It would ameliorate the discrimination previously shown against the 
medium-income groups. 

C. The large natural housing demand occasioned by the high birth rate of the 
1920’s and the large number of postwar marriages has very largely been satis- 
tied by the low cost 2- and 3-bedroom houses built in such volume in the last 7 
years. These people are now older, have better incomes and larger families; 
they want and need better housing with 3 and 4 bedrooms. These houses will 
have to cost an average of $8,000 to $15,000 if they are to be well designed and 
soundly built. They should be a permanent addition to our housing inventory— 
ones that the community can well be proud of for vears to come, 

D. A high volume of housing starts is one of the best methods of insuring 
continuous national prosperity. 

Very truly yours, 


as 
= 


Tucson Home BurLvers’ ASSOCIATION. 





UNITED Hovusine FOUNDATION, 
New York, N. Y., March 24, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR CAPEHART: I am writing you as president of the United Honus- 
ing Foundation, a federation of 14 cooperative housing projects. While we have 
not personally appeared before your committee, we are very much interested 
and would like to have our recommendations recorded by your committee. Our 
members have over 9,000 dwelling units built or planned for the next 12 months 
in developments ranging from 32 single-family homes to 2,226 apartments. We 
are interested in strengthening the cooperative housing movement and creating 
more genuinely cooperative developments for working people. The enclosed 
booklet on pages 26 to 32 explains our program in greater detail. 

Although only 2 of our members have been financed under FHA insured loans, 
in the past 12 months hundreds of individuals who have participated in the 
section 213 program have come to our office for information and advice. The 
suggestions contained in this letter are the result of these many interviews 
and conferences. 

(1) The average investor in a section 213 cooperative has no way of telling 
exactly what it is he is buying. The basis of estimating the monthly charges, 
the plans, the specifications and other relevant material are not available to 
him. The result of this “pig in a poke” pattern of investment is often serious 
disappointment. If the relevant information were available, the investor could 
if he wished investigate what he was buying, seek professional advice if he so 
desired, and thus make an intelligent decision as to whether or not he should 
buy. Althought some FHA published material suggests that all information is 
available, the fact is that it is not; in our opinion, the only way of insuring that 
the prospective investor get the facts before he makes his downpayment is to 
write the requirement into the legislation. 

It is our experience that giving the prospective cooperator all the facts is the 
soundest basis for establishing a cooperative housing project. Since many of 
the people sponsoring projects under section 213 are unfamiliar with cooperative 
practice, they resist full disclosure of the facts, for such full disclosure has 
not been necessary in their previous building experience. This resistance has 
been very strong and in some cases has been overcome only by intervention of 
the New, York State attorney general. Because of the unfamiliarity of so many 
sponsors with cooperative practice, it is essential to spell out in the legislation 
the requirement of full disclosure of the relevant facts. 
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(2) Because of the difference between cooperative housing and ordinary com- 
mercial apartment building, I urge you to reinstate the provision for an Assistant 
Commissioner to administer the section 213 cooperative housing program. This 
would be accomplished by reenacting section 213F. Educational and sound pro- 
motional work is essential if the FHA program is to be what is expected and 
represented. 

(3) The difference between cooperative housing and ordinary apartment build- 
ing under the former section 608 program shows up in the matter of inspection 
of the building as it progresses. Under the section 608 program if the builder took 
a shortcut here or there, he would only be harming himself since he was the 
owner. It was greatly to his self-interest that the building be properly built and 
FHA inspection procedures developed along this premise. 

Under the section 213 program an entirely different attitude is necessary on 
the part of the inspectors. Under section 213 the owner (i. e., the cooperators) 
has no control over the building operation and his only protection is rigid super 
vision by the FHA personnel. Thus, in addition to having an Assistant Com- 
missioner to administer section 213, Congress should provide for a more rigid 
inspection at every stage of construction to make sure that the investor is getting 
what he paid for. 

(4) Lists of cooperators should be available. Now they are denied, although 
a recent decision of the supreme court in New York holds that they should be 
made available. The result is that the buyers do not know who their partners 
are and are unable to organize, protect their interests, and plan for the develop- 
ment of the cooperative features when the buildings are turned over. There 
should be no secrecy about lists of cooperators. 

The above four recommendations are suggested to help make cooperative hous- 
ing more helpful to the cooperator and the movement. If carried out, the in- 
vestor would know what he is getting, the builder would be substantially pro- 
tected against harassment during the building process, and the lenders would 
have the protection which the FHA has always provided. 

Cordially yours, 
Louis H. Prnx. 


UNITED States Savines & LOAN LEAGUE, 
Chicago, IU., January 1, 1954. 
Hon. Homer E. CApEHART, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. CO. 

My Dear SENATOR CAPEHART: At its 61st annual meeting held in Chicago last 
November, the delegates of the United States Saving & Loan League adopted the 
enclosed resolution concerning the role of the Federal Government in housing. 

We are happy to share this statement with you. 

Sincerely, 
NorMAN STRUNK, 
Executive Vice President. 


A RESOLUTION APPROVED AND ADOPTED BY THE UNITED Stares Savines & LOAN 
LEAGUE AT THE 61sT ANNUAL CONVENTION, HELD aT CHIcaGo, ILL., NOVEMBER 
22-24, 1953 

PUBLIC HOUSING 


For 16 years a Federal law has been in effect which permits public bodies to 
build housing, provides for continued public ownership of these structures, and 
authorizes substantial subsidies out of the Federal Treasury to the rent of the 
tenants of these buildings. To date the program has been extremely costly; 
aside from its annual drain on the Federal revenues of upward of $30 million 
at the present rate, with a prospective annual increase in the amount in the years 
ahead, it has been financed by tax-free bonds sold to the public with complete 
Government guaranties. In addition, the overhead cost of the Public Housing 
Administration is an expensive item in the Federal Government’s budget. 

Lengthening experience with the program has brought to light increasing dis- 
advantages. Political repercussions that come in its wake gave rise to a congres- 
sional investigation last year in at least 1 major city; at least 84 communities 
have voted either in city council or public referendum against such projects by 








1100 HOUSING ACT OF 1954 


clear majorities. The Congress of the United States, in its wisdom, has for 3 suc- 
cessive years curtailed the program of new Government-subsidized housing units 
far under the maximum permitted by the law, because it has felt that the whole 
program is out of keeping with the free-enterprise system and is something which 
the United States cannot afford in the light of its current unprecedented budget 
needs for defense. 

The United States Savings & Loan League reiterates its unconditional opposi- 
tion to any further expansion of the public housing program. We commend the 
House of Representatives in the 82d and 83d Congresses which voted overwhelm- 
ingly for curtailment or complete stoppage of further building and further sub- 
sidies under this program. 





SuHIeELDs & Co., 
New York, N. Y., March 18, 1954. 
Re Title VII, United States Housing Act, 1937, as amended. 


Hon. Homer E. CAPeHART, 
United States Senate, Washington, D. C. 


My Dear Senator CAPEHART: It has been brouglit to my attention that recom- 
mendations have been made for the elimination of title VII from the United States 
Housing Act, and that those recommendations are based upon lack of interest in 
the type of financing provided by title VII. 

Please let me explain that Shields & Co., in which firm I am a partner, have had 
a keen interest at all times in title VII. It is our belief that with cooperation 
from the Federal Housing Administration that title VII could be made an excel- 
lent instrument in the financing of housing projects for the middle-income group, 
particularly in connection with plans for urban development. We believe that 
title VII, if activated, would provide a vehicle for low-interest rates for such 
financing and that the results would be highly beneficial to large cities where 
certain types of housings are badly needed. 

Should you desire for the benefit of your committee further explanation of my 
viewpoint, I shall be pleased to make myself available either over the telephone 
or in person. 

Very truly yours, 
Rosert T. VEIT. 


Suietps & Co., 
New York, N. Y., March 30, 1954. 


Re: Title VII, United States Housing Act of 1937, as amended 


Hon. Homer E. CAPEHART, 
Chairman, Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

My Dear Senator: Please let me thank you for your kind letter of March 25. 
It is correct to assume that we feel, as the result of our own experience and 
that of two other parties, that good cooperation had not been given by FHA in 
implementing title VII. We attempted to activate title VII to cover two guinea- 
pig projects, one to be financed by a private limited profit corporation, the other 
by a local housing authority and, of course, on a nonprofit basis. We seemed to 
encounter a continual series of roadblocks which, when surmounted or circum- 
vented, were soon reerected. FHA seemed to be definitely and firmly committed 
to financing through mortgage channels. 

We, on the other hand, believe that a bond issue secured by the yield insurance 
provided by title VII and distributed through bond-dealer channels would com- 
mand considerably lower interest rates than available to mortgage financing. 
Title VII, you may recall, in essence provides for equal yearly amortization in- 
stallments as compared in other FHA financing to equal yearly installments of 
principal and interest taken together. As under title VII the aggregate of prin- 
cipal and interest would decrease year after year, rents could be expected to 
decrease as the housing became older, certainly an eminently sound and desirable 
factor. 

FHA appeared opposed to public distribution of title VII securities in the (in 
our opinion) mistaken belief that they were charged with looking after the in- 
terest of investors and on that ground perhaps rested their main objection to 
title VII. We maintain that, inasmuch as the debenture issues we proposed for 
issuance would at all times during their existence be covered by at least 100 
percent insurance under Federal auspices, the resulting obligation would provide 
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a type of security as sound as are the new housing authority bonds of PHA which 
are commonly granted the highest investment ratings. In addition the project 
would presumably be wholly self-liquidating and thus in no way a charge upon 
the Federal Treasury. Consequently we venture the thought that a directive to 
FHA from higher authority might clarify their position in the matter. 

In view of the apparent policy of the administration to stimulate slum clear- 
ance and redevelopment with low-rent housing facilities that would be self- 
liquidating we respectfully suggest not only that title VII be kept alive but 
that every reasonable effort be made to implement it through a positive attitude 
by the Federal agency. 

Very truly yours, 
Rosert T. Vert. 


Van Dyke, Micu., March 16, 1954. 
Senator CAPEHART, 
Senate Office Building, 
Washington, D. C.: 
Title 1, section 8, has produced 1,000 low-cost homes in Warren Township. 
Great need for title I program and strongly urge it to be continued. 


ARTHUR J. MILLER, Supervisor, Warren Township. 


WASHINGTON HOUSING ASSOCIATION, 
Washington, D. C., March 19, 1954. 
Hon. Homer CAPEHART, 

Chairman, Senate Banking and Currency Committee, 

Senate Office Building, Washington, D. C. 

My Dear Senator CAPEHART: The board of directors of the Washington Hous- 
ing Association yesterday voted to approve the enclosed resolution and to submit 
it to you as chairman of the Senate Banking and Currency Committee, with the 
hope that the committee will take immediate steps to attach such an amend- 
ment as we urge to the Housing Act of 1954. 

We believe an explicit reference to the Discrict of Columbia Redevelopment 
Land Agency is necessary since the agency was originally established by the 
District of Columbia Redevelopment Act of 1945, and not by the National Housing 
Act of 1949. 

Very sincerely yours, 
CAMPBELL C. Jonnson, President. 


1. Whereas the President of the United States in his housing message to Con- 
gress, listed three points which long-range programs directed to the prevention 
of neighborhood decay should include: 

“First. Prevention of the spread of blight into good areas of the community 
through strict enforcement of housing and neighborhood standards and strict 
occupancy controls ; 

Second. Rehabilitation of salvable areas, turning them into sound, healthy 
neighborhoods by replanning, removing congestion, providing parks and play- 
grounds, reorganizing streets and traffic, and by facilitating physical rehabilita- 
tion of deteriorated structures ; 

Third. Clearance and redevelopment of nonsalvable slums;” and 

2. Whereas the recently introduced housing bill of 1954 provides that no con- 
tract can be entered into for any loan or capital grant under title I of the 
Housing Act of 1949 or for annual contributions or capital grants pursuant to 
the United States Housing Act of 1937, unless the locality presents to the Hous- 
ing and Home Finance Administrator a workable program for eliminating and 
preventing slums and urban blight and encouraging the rehabilitation or re- 
development of blighted areas or slums, which plan is approved by the Admin- 
istrator; and 

3. Whereas the housing bill of 1954 further provides that the term “urban 
renewal area” shall be substituted for “redevelopment area” in title I of the 
National Housing Act of 1949 and shall be defined to include slum clearance and 
redevelopment, rehabilitation, or conservation, or any combination or part 
thereof; and 

4. Whereas the close coordination of housing enforcement with the projected 
extension of the powers of redevelopment authorities is essential to the effective 
accomplishment of the stated goal: Therefore be it 
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Resolved, That the Washington Housing Association urge and support an 
amendment to the proposed Housing Act of 1954 which will assure the District 
of Columbia Redevelopment Land Agency of full participation in all phases 
of the urban renewal program, in the same manner as is proposed for redevelop- 
ment authorities elsewhere in the Nation. 


Yrsttanti, Micu., March 16, 1954. 
Senator CAPEHART, 
Senate Office Building, 
Washington, D.C.: 
Urgently imperative new housing law retain section 8, title I, provisions. 
absolutely necessary here in local slum-clearance program. 
N. G. Damooseg, City Manager. 


NATIONAT. BANK OF ALASKA, 
Anchorage, Alaska, April 5, 1954. 
Senator H. B. CAPEHART, 
United States Senate, Washington, D. C. 

Dear SENATOR CAPEHART: In reviewing Senate bill 2938 relating to housing, we 
note that section 305 repeals subsection (b) of section 2 of the Alaska Housing 
Act. The proposed repealer would eliminate the power of the Federal National 
Mortgage Association from purchasing FHA loans without limitation in Alaska. 

Under our territorial status, we have virtually no insurance money seeking 
investment in Alaskan housing. Consequently, our dependence is entirely upon 
the FNMA as a secondary market. The Alaska Housing Act did facilitate the 
large-scale project construction of homes. However, I am sure that you will 
agree that the backbone of any community is the individually owned residence 
constructed on the lot and according to the plans of the family living therein. 
Without the assurance that we can have a steady secondary market, we cannot 
continue to render the necessary service to the community of processing these 
FHA loans. No bank in Alaska has the resources to carry the paper in the 
quantity that is needed to satisfy the residential housing needs. For example, 
our bank has approximately $1 million in our inventory at all times of FHA 
loans, counting the disbursements from the time construction is started until the 
time the home is finished and the loan is ready for sale. 

There is an entire area, principally composed of Government employees, living 
in what is called the Government Hill section of Anchorage who are in the course 
of building homes under FHA requirements. They acquired their land under 
these understandings and our bank, as well as other banks, are trying to process 
the loans. In our opinion there is no longer any need in the Anchorage area for 
large-scale project housing. However, there continues to be the insistent need 
for the individually owned and occupied home. To obtain this secondary market 
it is necessary that the FNMA have specific statuatory authority. We have had 
experience in the past with the uncertainties of administrative procedures and 
know that there can be no assurance that the market will continue if this section 
is repealed. 

We urge that as a visitor to our Territory and therefore having had first-hand 
acquaintance, you point out to your committee the vacuum of mortgage financing 
in Alaska and that we must have the FNMA continue for the above-named 
purpose. If there is any further information that our bank or any other lending 
institution in Alaska could give to your committee on this point, we would appre- 
ciate having the opportunity. 

Sincerely yours, 
FE. EB. RasmMvuson, President. 


ALASKA DEVELOPMENT BOoarp, 
April 13, 1954. 
Hon. Homer EB. CApEHART, Chairman, 
Banking and currency Committee, 
United States Senate, Washington 25, D. C. 

Dear Senator CAPEHART: It is our understanding that that section in Senate 
bill 2938, permitting the Federal National Mortgage Association to purchase 
FHA approved loans in the Territory of Alaska, has been deleted from thig 
resolution. It is our further understanding that general provisions are con- 
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tained in this measure permitting the President of the United States to designate 
special areas from which FNMA would be authorized to purchase FHA approved 
mortgages. 

In order for the Territory to continue its badly needed housing program, 
specific provisions should be retained in this legislation providing that FNMA 
may be allowed to purchase FHA approved mortgages. If such permissive lan- 
guage is not contained in this legislation, it will be impossible for local lending 
authorities to finance home construction in the Territory of Alaska. 

Ketchikan, Alaska, the site of the newly constructed $52 million pulp mill, 
has woefully inadequate housing facilities to care for the hundreds of new 
workers needed to operate the pulp mill. At the present time, a subsidiary of 
the parent Company is attempting to finance the construction of some 200 homes. 
These homes will undoubtedly have FHA approved loans, but local banks are 
not able to handle the financing of such an enterprise and must dispose of these 
mortgages in other channels outside of the Territory of Alaska. The logical 
and best place to sell these mortgages is through FNMA. 

Other communities in Alaska will be faced with situations similar to that of 
Ketchikan when new industries come into the Territory. We, therefore, urge 
members of this committee to retain the original language of section 305 per- 
mitting FNMA to purchase mortgages in Alaska approved by FHA. 

Sincerely, 
AL ANDERSON, Assistant Manager. 


THE AMERICAN BANKERS ASSOCIATION, 
Washington 5, D. C., April 15, 1954. 
Mr. Ilka Drxon, 
Chief Clerk, Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 

Dear Mr. Drxon: I am submitting herewith two statements supplementing 
testimony presented by Mr. John A. Reilly on behalf of the American Bankers 
Association on 8. 2938. 

One of these statements relates to the proposal for. a voluntary home credit 
program which was presented by a representative of the insurance companies 
subsequent to the presentation of our testimony. The other statement relates 
to certain sections of H. R. 7839 as passed by the House which has now been 
referred to your committee, proposing to change the name of the Federal Sav- 
ings and Loan Insurance Corporation. 

It would be appreciated if it could be arranged to have these statements 
included in the record of the hearings on 8. 2938. 

Sincerely yours, 
J. OLNEY Brottr, General Counsel. 


SUPPLEMENTARY STATEMENT OF THE AMERICAN BANKERS ASSOCIATION ON THE 
PROPOSED VOLUNTARY HOME CREDIT PROGRAM 


oe 

This supplementary statement is submitted with respect to the proposal 
intended to encourage and facilitate the flow of mortgage credit into remote 
areas and small communities, through the voluntary cooperation and effort of 
private lending institutions, which was presented by a representative of the 
insurance companies subsequent to the testimony of Mr. John A. Reilly who 
appeared on behalf of the American Bankers Association on 8. 29388. 

The insurance companies’ proposal has been included in H. R. 7839 as title VI: 
Voluntary Home Credit Program. 

We believe that this voluntary home credit program is more in accord with 
the national housing policy as expressed in the President’s housing message 
and in the report of the President’s Advisory Committee on Government Housing 
Policies and Programs than the central mortgage marketing facility under a 
rechartered Federal National Mortgage Association provided under title III 
of S. 2938, in that the voluntary home credit program is intended to encourage 
private enterprise to assume greater responsibility in meeting housing and home- 
financing needs without Government support or assistance. 
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We believe that this voluntary home credit program would go a long way in 
facilitating the flow of mortgage credit into remote areas and small communities 
without resort to a Government-supported mortgage marketing facility, particu- 
larly if as provided in title II of S. 2938, recognition is given to the need for some 
flexibility in interest rates and adjustment of fees and charges. 

The American Bankers Association will give its cooperation and support in 
seeking to make the voluntary home credit program effective if it is authorized 
by Congress. 
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STATEMENT OF THE AMERICAN BANKERS ASSOCIATION ON THE PROPOSED CHANGE 
IN THE NAME OF THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 
AS CONTAINED IN SEcTION 501 (3) AND Section 504 or H, R. 7839 


SC 


Section 501 of H. R. 7839, as passed by the House of Representatives, in para- 
graph (3) provides for a change in the name of the Federal Savings and Loan 3 
Insurance Corporation to Federal Savings Insurance Corporation. Section 601 
of S. 2938, which is the comparable section in the Senate bill, contains no such : 
provision. Section 504 of H. R. 7839 supplements the proposed change of name i 
of the Corporation provided in section 501 (3). Title VI of 8. 2938 contains no i 
provision corresponding to section 504 of the House bill. Neither of these pro- i 
visions was included in H,. R. 7839 as introduced. Paragraph (3) of section 501 
was added by the House Banking and Currency Committee prior to reporting ; 
the bill to the House. Section 504 was adopted as a floor amendment. 

The American Bankers Association wishes to register strong disapproval of 


these two amendments in H. R. 7839. The Federal Savings and Loan Insur- : 
ance Corporation has been in existence for 20 years. A change of name of : 
this Corporation after such a long period of time should be made only for the ; 


most compelling reasons. No such reasons exist. 

The proponents of this change of name allege that it leads to a misunder- 
standing of the function of the Corporation by conveying the impression that 
it insures loans. There is no evidence of such a result. No one has ever sought 
to obtain or collect insurance from the Corporation on loans. 

On the other hand, to change the name of the Corporation, as proposed, to 
the Federal Savings Insurance Corporation would create greater confusion in 
the minds of the public as to the true nature of the insurance function of the 
Corporation, which is to insure the equity interests of shareholders in insured 
savings and loan associations. 

The word “savings” is a generic term having a broad connotation. People 
invest their savings in various media. They deposit their savings in com- 
merical and savings banks. The public seeing the name “Federal Savings 
Insurance Corporation” might easily assume that it was a government agency 
created to insure savings invested in other media than the shares of savings 
and loan associations. Also, the public conceivably would be confused by the ; 
name Federal Savings Insurance Corporation into believing it was the agency 
authorized to provide insurance for savings deposits in commercial banks and 
mutual savings banks rather than the Federal Deposit Insurance Corporation. 

The Federal Deposit Insurance Corporation was created in 1933 to insure 
deposits of all types in commercial banks and savings deposits in mutual savings 
banks. This was a year before the creation of the Federal Savings and Loan 
Insurance Corporation in 1934. It is reasonable to assume that Congress in select- 
ing this name for the agency created to insure the share accounts of savings and 
loan associations did so to make clear the distinction between the function of 
this insuring agency and the function of the Federal Deposit Insurance Cor- 
poration in insuring deposits in commercial banks and mutual savings banks. 
This distinction must be preserved in order that the different insurance functions 
of these agencies can be more easily understood by the public. This can best be 
accomplished by retaining the name Federa! Savings and Loan Insurance Corpo- 
ration without change. This name has become familiar to the public during the 
past 20 years and specifically identifies the agency with the insurance of share 
accounts of savings and loan associations. 

It is urged, therefore, that no change be made in the name of the Federal 
Savings and Loan Insurance Corporation in the Housing Act of 1954 as finally 
adopted. 
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THe AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington 6, D. C., April 9, 1954. 
Re 8S. 2988—Housing Act of 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR CAPEHART: Referring to the bill S. 2938, also Known as the 
Housing Act of 1954, now pending before the Senate Banking and Currency 
Committee, I am taking the liberty of calling to your attention the position of 
the American Legion with reference to certain sections thereof. 

The American Legion strongly opposes sections 201 and 201 (1), having to do 
with fixing interest rates on Veterans’ Administration mortgages, and section 
801, which deals with veterans’ preference in purchasing permanent war housing. 

Attached please find statements setting forth our reasons for requesting that 
these sections be stricken from the bill. 

We also trust the committee will not insert a provision authorizing the Presi- 
dent to transfer any functions now vested in the loan guaranty section of the 
Veterans’ Administration to the Housing and Home Finance Agency. Our objec- 
tions are contained in a separate statement, also annexed. 

Under the provisions of section 301 of Public Law 171 of the 81st Congress, 
amending the Housing Act of 1937, subsection 15 (8) (b), etc., families of 
veterans and servicemen did not have to comply with the substandard housing 
factor for admission to public housing projects. This provision expired March 1, 
1954. The Senate passed S—2937 on March 1, 1954 but it would extend the law 
only to August 1, 1954. Before the House passed H. R. 7839 on April 2, 1954, an 
amendment (sec. 401, (3)), was approved extending the time to March 1, 1959. 
We respectfully request that a section be inserted in S. 2938 extending the period 
for 5 years or until March 1, 1959. 

Appreciating as I do your interest in the protection of qualified veterans, I 
know we can rely upon you to give our requests consideration during your 
deliberations in writing up the bill. 

With kind personal regards, I am, 

Sincerely yours, 
Mites D. Kennedy, Director. 


WHy THE AMERICAN LEGION OPPOSES SECTIONS 201 AND 201 (1) or S. 2988—Tue 
HovusinG Act or 1954 


(These sections have to do with interest rates on VA mortgages) 


1. The VA advises that the average loan to a veteran in 1953 was $9,480, with a 
typical maturity of 20 years, and that had the interest rate in 1953 been 5% 
percent rather than 4 and 4% percent (as it actually was), the veteran would 
have had to pay an increase in interest of $70.72 for the first year, and $932.83 
additional interest over the period of his mortgage. At 5% percent, 5% percent 
or 6 percent the amount of interest will, of course, increase accordingly. 

2. When the original Servicemen’s Readjustment Act (Public Law 346, 78th 
Cong.) was written, a ceiling was placed on the interest rate on these mortgages 
in order that there might not be a prohibitive rate charged those who had served 
in the Armed Forces and for whom the legislation was intended to give some 
assistance in reestablishing themselves on a sound economic basis. Sections 
201 and 201 (1) violate this principle in every respect. 

3. We believe in the maintenance of a separate housing program for veterans 
under the sole jurisdiction of the VA; we want the present policy continued. 

4. The power to regulate interest rates should remain in Congress, 

5. We submit that the phrase contained in section 201 “* * * the President is 
hereby authorized, without regard to any other provision of law * * *” is too 
broad and that only specific authority should be granted, not only to the Presi- 
dent, but to any other Government official who may be concerned. 

6. These sections are bound to result in an increase in the interest rate, now 
fixed at 4% percent in keeping with the provisions of Public Law 101 of the 83d 
Congress. 

7. The proposed method of fixing interest rates would result in discrimination 
between veteran home purchasers, due to the fact the rates would vary from 
time to time, during the same year, depending on the average yield of market- 
able obligations of the United States. 
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veteran-mortgagor or the builder. 

9. There is nothing to stop the rate from being increased to 6 percent any 
time the yield on Government obligations goes to 844 percent. 

10. The “big money” interests will not be satisfied until they get the rate 
on Yeterans’ mortgages up to 6 percent. They are not interested in the veteran 
as such. 

11. Sections 201 and 201 (1) abridge the principle of veterans’ preference, and 
should be stricken from the bill. 

12. Identical sections were stricken from the House bill (H. R. 7839) before 
the bill was passed by the House on April 2, 1954. 


WuHy THE AMERICAN Lecion Opposes Secrron 801 or S. 29388—rHE Hovusina 
Act or 1954 


(This section has to do with the disposal of permanent war housing without 
regard to veterans’ preference housing laws) 


1. Under the provisions of section 801, the Housing and Home Finance Agency 
Administrator would be authorized to dispose of any permanent war housing 
without regard to the preferences contained in the present law (Public Law 475 
of the 81st Cong.). 

2. The present law states that preferences in the purchase of any dwelling 
designed for occupancy by not more than four families and offered for separate 
sale, shall be granted to veterans over other purchasers for such period as the 
Administrator may determine and in the following order: 

“(1) A veteran who occupies a unit in the dwelling structure to be sold 
and who intends to continue to occupy such unit; 

*(2) A nonveteran who occupies a unit in the dwelling structure to be 
sold and who intends to continue to occupy such unit; 

“(3) A veteran who intends to occupy a unit in the dwelling structure 
to be sold.” 

The present law also grants first preference to groups of veterans organ- 
ized on a mutual ownership or cooperative basis, etc., where a housing 
project is to be disposed of. 

3. No such preferences are contained in section 801 of S. 2938. 

4. Section 801 would open wide the door for the elimination of veterans’ pref- 
erence in the disposal of permanent war housing. 

5. We contend that veterans’ preference has never hindered the sale of these 
properties, or worked a hardship on the Housing Agency. 

6. Stripped of its legal phraseology, section 801 is nothing more or less than 
a bold attempt to knock out veterans’ preference in the purchase of defense 
housing. 

7. Current economic conditions do not warrant a weakening of the preference 
laws granted veterans in the field of housing. 

8. Section 801 abridges the principle of veterans’ preference, and should be 
stricken from the bill S. 2938. 

9. The same provision was stricken from the House bill (H. R. 7839) before 
the bill was passed by the House on April 2, 1954. 


Wuy THE AMERICAN LEGION Opposes THE TRANSFER OF ANY FUNCTIONS OF THE 
Loan GUARANTY SECTION OF THE VETERANS’ ADMINISTRATION TO THE HOUSING 
\np Home Finance AGENCY 


1. The Servicemen’s Readjustment Act (GI bill), which placed all veterans’ 
programs, including the GI home loan program, under the jurisdiction of the 
VA, was sponsored by the American Legion in the belief that all veterans’ 
programs should be handled in a single Government agency. We have contin- 
uously adhered to that position. 

2. No provisions transferring any of the powers now vested in the VA were 
contained in the companion bill (H. R. 7839) when same passed the House on 
April 2, 1954. 

8. The transfer of any functions now vested in the VA to another agency 
would be a step toward the dismemberment of the VA. 

4. Veterans would have to depend upon 2 agencies rather than 1 to obtain 
redress for justifiable complaints. 

5. The VA would be unable to properly protect the interests of veterans 
which will be best served by retaining the present system. 


8. This method of fixing interest is not practical from the standpoint of the 
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6. While there may be room for improvement in some of the methods now used 
by the VA, there is no reason why such improvements cannot be accomplished 
administratively rather than through the medium of legislation transferring 
certain functions now performed by the VA to the Housing and Home Finance 
Agency. 

7. The veterans’ plank of the Republican Party adopted at the 1952 national 
convention held in Chicago reads in part as follows: 

“That the Veterans’ Administration be maintained as a single, independent 
agency in full charge of all veterans’ affairs, and that the Veterans’ Adminis- 
tration manage veterans’ affairs in an efficient, prompt, and uniform manner.” 

8. The veterans’ plank of the Democratic Party, adopted at the 1952 national 
convention held in Chicago, reads in part as follows: 

“We pledge ourselves to provide special housing aids to veterans and their 
families.” 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., April 9, 1954. 
Hon, Homer E. CAPEHART, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. OC. 

DeEAR SENATOR CAPEHART: You will recall that not long ago I testified before 
you regarding the proposal of the Housing and Home Finance Agency that sub- 
section (b) of section 2 of the Alaska Housing Act be repealed. This desire on 
the part of the Housing and Home Finance Agency is to be found in section 305 
(p. 70) of 8. 2938. 

I understand that in the material which had originally been furnished you, at 
least, by the Housing and Home Finance Agency there was no statement as to 
why repeal of this section of the Alaska Housing Act was desired. I still do 
not know. 

My understanding is that following my suggestion to several of the members 
an effort was made to amend the corresponding House bill in the Banking and 
Currency Commmittee on this side of the Capitol but for some reason or other 
unknown to me it was decided by vote to retain the language although in this 
instance, too, I am advised there had been no showing on the part of the Housing 
and Home Finance Agency to demonstrate the advisability or necessity of put- 
ting the repealer through. 

I am now in receipt of a letter from Mr. E. Glen Wilder, Executive Director of 
the Alaska Housing Authority, suggesting that some very ill consequences may 
result if the repeal is effected. I cannot see for the life of me that any harm 
will be done if the existing language remains unaltered ; everything having to do 
with it is permissive and the Housing and Home Finance Agency is not required 
to act unless there is a demonstrated need for such action. Copy of Mr. Wilder’s 
letter is attached. Likewise enclosed is a copy of resolution on this subject 
adopted by the Alaska Chamber of Commerce meeting at McKinley Park, Alaska, 
on March 27, 1954. I believe, too, you will be interested in reading the en- 
closed copy of letter received by me today from Mr. F. A. Grimsdell, Vice Pres 
ident, Commonwealth, Inc., of Portland, Oregon. 

I do hope that your committee will strike the language mentioned on page 70. 

Sincerely yours, 
BE. L. BARTLET?T. 


ALASKA Housing AUTHORITY, 
TERRITORY OF ALASKA, 
Anchorage, Alaska, April 5, 1954. 
Hon. E. L. BARTLETT, 
Delegate from Alaska, House of Representatives, 
Washington, D.C. 


Dear Bos: Many thanks for your letter of April 2 with the attached record 
of your efforts on the House floor. The repeal of subsection (b) of section 2 of 
the Alaska Housing Act becomes increasingly more serious the further I check on 
the consequences and study the matter. 

Last week I talked to Dan Cuddy of the First National Bank and Elmer Ras 
muson of the National Bank of Alaska here and they are without question very 
worried over the proposed elimination of FNMA in Alaska. They are expressing 
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their concern to several Senators and Congressmen and to Albert Cole. I have 
also written to 10 other banks in the Territory who have had some interest in 
FHA insured mortgages and explained the situation to them. Enclosed is a 
copy of my letter. Elmer Rasmuson said that he would get in touch with Mar- 
shall Crutcher in Kodiak as head of the Alaska Bankers Association. I asked 
that they send to you copies of their letters or wires so that you would be ad- 
vised. 

Do you think that there might be some chance of stopping this in the Senate? 
I am sure that we would have some listening ears if they knew the effect of 
this repeal. It has already been demonstrated the result when a couple of years 
ago FNMA withdrew from Alaska for a very short period. The banks imme- 
diately ceased taking on new FHA mortgages and both Dan Cuddy and Elmer 
Rasmnuson told me that such would be the case if this new law with the repealer 
were enacted. It would appear to us that little hope could be placed upon the 
discretionary powers given to the President. From my own observation it may 
never happen that the President would ever put into force permissive powers to 
FNMA and even if he did there might be a delay in obtaining such authority. 
Even otherwise, when such an important issue is not assured by law and is sub- 
ject to immediate alteration it is doubtful that the banks would be willing to 
“stick their necks out” and take a chance that FNMA would have the necessary 
authority to pick up the paper when they became eligible and offered for sale by 
the banks. 

I am enclosing a copy of the Resolution passed by the Alaska Chamber of 
Commerce with regard to maintaining six million dollars in the revolving fund 
of the Alaska Housing Authority to meet the remaining and future housing needs 
of Alaska. 

Sincerely yours, 
ALASKA HousiIna AUTHORITY, 
E. GLEN WILDER, 
Executive Director. 


RESOLUTION 


Whereas the expressed aims of the Alaska Housing Act (Public Law 52, 81st 
Cong.) are (1) to promote the development of Alaska, (2) to construct neces- 
sary housing throughout the Territory to strengthen Alaska as a strategic out- 
post of national defense, and (3) to promote the establishment of a private 
building industry ; and 

Whereas the program which has been carried on under said act has substan- 
tially satisfied the needs in the larger communities but as yet has not com- 
pleted the job in and around several of the smaller cities, and it has been 
demonstrated during the last 5 years, notwithstanding incentive provisions of 
the Alaska Housing Act, that private lending and sponsorship has not been 
available with respect to said smaller communities ; and 

Whereas new industries are becoming established in these areas but are im- 
peded by lack of housing for key personnel and other essential employees, which 
calls for continued assistance from the Alaska Housing Authority with further 
use of the revolving fund in cases where private financing and sponsorship are 
not available: and 

Whereas the maximum of $19 million heretofore appropriated for said fund 
is no longer required, which would warrant reducing same, it is still urgent 
that the revolving fund be retained in a less amount sufficient to meet the re- 
maining and future needs in a sum of not less than $6 million considered as 
the minimum necessary; and 

Whereas continuance of a reduced revolving fund is consistent with current 
economy measures as it involves no grant-in-aid but rather a potential invest- 
ment of Federal moneys on an interest-bearing basis: Now therefore, be it 

Resolved by the Alaska Chamber of Commerce in convention assembled, That 
the Congress is urged to retain the revolving fund of the Alaska Housing Act 
in a sum of not less than $6 million to meet the remaining and future housing 
needs in Alaska to implement the development of new industries and in the 
interest of the national defense. 


Adopted : March 27, 1954. 
By : The Alaska Chamber of Commerce. 
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COMMONWEALTH, INC, 
Portland, Oreg., April 7, 1954. 
Hon. BE. L. BARTLETT, 
House of Representatives, 
Washington, D.C. 


Dean Mr. Bartierr: During the past 2 years Commonwealth, Inc., has been 
operating a mortgage business in the Territory of Alaska. Since insurance 
companies and other investors in mortgage loans have been unwilling to invest 
in mortgages in Alaska, all our loans have been insured by the Federal Housing 
Administration and sold to Federal National Mortgage Association. 

Congress, in enacting Public Law 52, 8ist Congress, as amended, known as 
the Alaska Housing Act, recognized the higher costs in Alaska and made pro- 
vision permitting the FHA to increase their commitments for Alaska by 50 per- 
cent and also to permit Federal National Mortgage Association to give advance 
commitments for the purchase of said loans and to make direct loans when 
private companies were not available. It also permitted FNMA to purchase 
louns in excess of $10,000 which is the statutory limitation in the States 

We have reviewed Senate bill 2938S, 83d Congress, which we understand is 
now being considered by the Committee on Banking and Currency, and note that 
section 305 repeals subsection (b) of section 2 of the Alaska Housing Act, as 
amended, which is the provision of the act that permits FNMA to make advance 
commitments to purchase loans in Alaska in excess of $10,000 and also permits 
FNMA to make direct loans in Alaska. Section 302 of this bill, which re-creates 
FNMA, provides for FNMA to make commitments to purchase loans im the 
States (and we assume also in the Territory of Alaska) but prohibits it from 
purchasing any mortgage if the original principal obligation thereof exceeds 
$12.500 for each single-family residence or dwelling. We understand the House 
Committee on Banking and Currency amended the Senate bill to increase this 
to $15,000. 

Due to the higher costs which are recognized in the Territory, the $12,500 (or 
even $15,000) limitation would be inadequate for Alaska, and since private 
funds are not available, housing would be almost entirely curtailed. It is recog- 
nized that at the present there is not an acute housing shortage for the An- 
chorage and Fairbanks areas, but without the availability of the secondary 
market of FNMA, it would become almost impossible for a homeowner or pros- 
pective homeowner to buy or sell an existing home under FHA terms. New 
residents would be discouraged from settling in the Territory as there would not 
be adequate housing on FHA terms. 

It will be appreciated if you can eall this to the attention of the members of 
the House Committee on Banking and Currency with the view of having the 
proposed legislation further amended to permit FNMA to purchase FHA insured 
loans in Alaska without regard to the amount of each individual loan. 

Very truly yours, 





F. A. Grimspe., Vice President. 


TOMKINS Bros., 
Newark, N. J., April 14, 1954. 
Hon. Homer BE. CAPEH ART, 
Senate Office Building, Washington, D. C. 

My D&AR SENATOR CAPEHART: I am taking the liberty of writing you to en- 
dorse most of the provisions of Public Housing S2988 which I believe is now 
before the committee, 

For the sake of brevity, I enclose herewith a copy of a resolution recently 
passed by the New Jersey Lumbermen’s Association, which explains certain 
provisions very well indeed. 

I agree with this resolution, with the exception of paragraphs 5 and 9. 

In the case of paragraph 5, I agree with the recommendation for the increase 
in the maximum mortgage limit from $16,000 to $20,000 for 1- and 2-family 
houses, 

I do not, however, agree with the final sentence in that paragraph, which 
would eliminate the discretionary authority of the President and make such 
increase mandatory. 

I am strongly of the opinion that discretionary authority is necessary in cases 
of this kind, for the obvious reason that conditions change, and those charged 
with administration of the law should be given some flexibility in their powers 
for meeting such changes. 


i 
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For similar reasons, I object to the wording of paragraph 9 in the resolution. 
If a businessman objects to rigid price supports for farm products, he should 
not ask for them in his own industry. 

Yours very truly, 
TOMKINS Bros., 
R. C. BouRNE, 
President. 


RESOLUTION ON THE New FEDERAL HousiNne BILLs 


Whereas there has been introduced in the Federal Congress Senate bill 2938 
and House Resolution 7893 providing for the new Eisenhower Federal housing 
program ; and 

Whereas we, the members of the New Jersey Lumberman’s Association in con- 
vention assembled are convinced that the adoption of such a program is in the 
best public interest, since it will insure a high level of construction, with result- 
ing maximum of employment throughout America, which is so vital for a sus- 
tained economy: Therefore be it 

Resolved, That we urge our United States Senators and Congressmen from 
New Jersey, that for the most beneficial effects from this new Federal housing 
program, they use their influence and vote to provide for the following: 

1. A realistic flexible interest rate for FHA-insured and VA-guaranteed loans. 
This is accomplished by section 201, title II, of the bill. 

2. A more adequate long-term credit for modernization and repair of homes. 
This is accomplished by section 101 of title I of the bill to increase the limits 
for title I repair and modernization loans to $3,000 and 5 years, and in section 
125 of the bill which authorizes the open ending of FHA-insured mortgages for 
supplemental advances for repair. 

3. The provision in subsection 4 of section 201 of the bill authorizing additional 
servicing charges for mortgages made in outlying areas to encourage investors 
in other areas to invest in mortgages in areas where there is a shortage of funds 
is a badly needed provision. 

4. The establishment of a secondary mortgage facility (title III of the bill) 
which would buy and sell FHA-insured and VA-guaranteed mortgages from lend- 
ing institutions with limited funds in certain areas experiencing a shortage of 
mortgage money, and which would provide a more even distribution of funds 
for home mortgages is very important to this industry. 

The provision in the bill for a new FNMA would not, however, in our opinion, 
do the job, because the charge made for the use of the Association’s facilities 
would be 3 percent of the mortgages sold to the Association, which amount is 
nonrefundable, and which would in effect require such mortgages to be dis- 
counted 3 percent plus any other charge made by the Association. Furthermore, 
the bill provides that only mortgages of $12,500 or less could be bought by the 
secondary institution which would amount to channeling money into a certain 
price category of housing. We believe a facility which makes a use charge 
which is later refundable when the A&ssociation liquidates or resells the mort- 
gages would permit more lending institutions, particularly in smaller com- 
munities, to use the facility so that the user charge would not be a complete 
loss to the original lending institution (or the builder or home purchaser). Such 
a proposal would be similar to that recommended by the President’s Advisory 
Committee on Housing, instead of the proposal in the pending bill. 

5. We favor an increase in the maximum mortgage limits under section 203 of 
the National Housing Act from $16,000 to $20,000 for 1- and 2-family houses. 
Section 104 of the bill does this, but gives the President discretionary authority 
to put such increase into effect. 

6. Existing homes should be given the same treatment in FHA as new homes. 
The legislation would accomplish this in section 104 of the bill. 

7. The various programs of FHA should be consolidated and simplified. The 
bill accomplishes this. 

8. There should be a leveling out of the FHA downpayment schedule to give 
a better break to homes in the $11,000 to $15,000 price brackets. The bill does 
this in section 104. 

9. Also the provision for a 95 percent loan (up to $8,000) and the 80-year 
maturity period. 

ind be it further resolved, That a copy of this resolution be forwarded to our 
United States Senators and Members of Congress from New Jersey urging their 
active support of this housing program. 
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Feperat Deposrr INSURANCE CORPORATION, 
Washington, April 12, 1954 
Hon. Homer E. Capenarr, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Waeshington 25, D. € 

Dear SENATOR CAPEHART: Sections 501 (3) and 504 of H. R. 7839, as passed by 
the House of Representatives on April 2, 1954, provide for the change of the 
name of the Federal Savings and Loan Insurance Corporation to the Federal 
Savings Insurance Corporation. Reference is also made to the Federal Savings 
Insurance Corporation in section 503 (2) thereof. 

We are convinced that this proposed change is decidedly contrary to the 
public interest. Its effect would be to confuse the public as to the separate 
identities and functions of the Federal Deposit Insurance Corporation and the 
Federal Savings and Loan Insurance Corporation and to obscure the distinction 
which now exists between the savings and loan system and the banking system 

Over the last 20 years many people have learned of the Federal Deposit | 
surance Corporation and the nature of its deposit insurance protection. The 
insured banks and this Corporation have tried to educate depositors about Fed 
eral deposit insurance. Advertisements of insured banks relating to deposits 
must show that the bank is a member of the Federal Deposit Insurance Corpora 
tion. No such requirement is made of associations insured by the Federal Sav 
ings and Loan Insurance Corporation. 

Nevertheless, the Federal Deposit Insurance Corporation is continuously re 
ceiving inquiries concerning the insurance coverage afforded to share accounts 
in savings and loan associations and building and loan associations from in 
vestors in such associations, from savings and loan associations and even from 
lawyers for such associations. This indicates that many people still do not 
realize the difference between the Federal Deposit Insurance Corporation and 
the Federal Savings and Loan Insurance Corporation. 

With the proposed change the only difference in the names of the two Federa! 
insurance agencies would be the word “deposit” in the name of one and the word 
“savings” in the name of the other. The public may reasonably regard deposits 
and savings as the same. ‘Thus, the proposed change, in identifying the Federal 
Savings and Loan Insurance Corporation too closely with the Federal Deposit 
Insurance Corporation, would immeasurably aggravate the present confusion 
and be a disservice to insured banks and this Corporation and the public. 

Accordingly, we respectfully recommend against the proposed change in the 
name of the Federal Savings and Loan Insurance Corporation. 

With personal regards, I am 

Sincerely yours, 
H. E. Cook, 
Chairman 





STATEMENT OF JOHN FINKBEUNER, New York, N. Y. 


A plan to rebuild New York City to one of the most attractive cities of the 
Nation. 

The most important element in achieving this goal is facing the facts eliminat- 
ing the political expediency of catering to factional groups, which in itself is 
creating discrimination and dividing our people. 

Since the war there has been accelerated deterioration of housing and neigh 
horhoods to such a degree that New York City is now called by many “the 
dirtiest city of the Nation.” 

The breakdown of law enforcement of smoke-polluted atmosphere infiltrating 
homes, blackening buildings and jeopardizing the health of the people is one of 
the basic contributing factors in this developed condition. 

Garbage and ashes lying in the streets, thrown into yards and courts by 
tenants with undisciplined habits is another major contributing factor in the 
general breakdown. 

It is important to note that New York City since the war has been in financia! 
difficulty at a time of relative full employment and prosperity throughout the 
balance of the Nation. 

Rent restricted laws allowing a 15-percent increase above 1940 while the bal 
ance of the Nation average 46 percent and with maintenance and remodeling 
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costs 100 percent above prewar has retarded the proper upkeep and improve- 
ments, a survey of which is apparently evident to the least discrminating. 

The deliberate purchase of 1- and 2-family and old brownstone houses and 
turning them into furnished rooms, completely disregarding fire and sanitation 
laws of human decency about completes the picture of some of the basic con- 
ditions that must be faced, 

With these facts before them, a survey was made of a typical Harlem block with 
possibly the best transit facilities of the city. 

Block 200 by 600 comprising 36 5-story brick apartment houses containing 
883 families, approximately 3,700 rooms and 14 stores with kitchens, toilets in 
each apartment, supplied with heat and hot water. 

Each building has a superintendent living in the basement and receives from 
$50 to $60 per month as salary. 

Most of the heating plants burn fuels creating and belching black smoke 
which is illegal, infiltrating the apartments and blackening the buildings. These 
plants are old, inefficient and inefficiently maintained. 

A survey made by competent heating engineers estimated that this entire 
block could be heated by a modern, automatic equipment, supplying heat and 
hot water serviced by only three competent men, with an overall savings in 
fuel and maintenance that would liquidate the cost within 10 years. It was 
estimated that this modern system would include the complete elimination of 
garbage and sh collection by the city and eliminate the smoke-polluted, atmos- 
pheric conditivus now prevailing. 

These buildings have been badly neglected during the war and postwar periods 
with restricted rental income while maintenance and replacement costs have 
increased 100 percent now requiring new modern heating equipment, water supply 
lines and new plumbing. 

The assessed valuation of this typical block is $1,700,000, less than $2,000 per 
dwelling unit or $465 per room. 

The estimated mortgage indebtedness is $800,000 or less than $250 per room. 

The overall cost of replacing these buildings with Government housing is 
estimated from $14,000 to $16,000 per family requiring a subsidy of from $50 
to $65 per month per family. The estimated cost of new plumbing and new rust- 
less water supply lines, built-in bath tubs, showers, low-down toilet tanks, new 
sinks, tile walls, new sink and tub combinations, new gas stoves, new refrigera- 
tion and kitchen equipment is estimated at $1,200 per dwelling unit or $1,606,000 
per block, ' 

Modern smokeless heating and completely new plumbing would bring the 
maintenance costs down to a minimum. 

The cost of new plumbing and equipment would approximate $1,200 per 
apartment or $300 per room, 

This could be financed under FHA 20-year improvement loans which would 
work out as follows: 


Genital - iat... acne ci Swttedede, SS GR, CR GeO 
Interest 4 percent on $1,060,000 annually_____-------_- oli bacis Shh 2, 400 
Amten).. meerttibes a en hin dk en a os eh ek 53, 000 


This completely new equipment equivalent to new buildings could be liquidated 
by an increase of $9 per month per family making the room rental approximately 
$12 per room per month. 

New modern block heating equipment can be installed which would liquidate 
itself in 10 years by the overall savings over present obsolete equipment. This 
to be apportioned according to cubic-foot contents of building. 

It is estimated that there are 109 blocks in Harlem alone that would require 
this rehabilitation and modernization program. 

It has been stated that like anything new it might be difficult to get all the 
owners together and it was suggested that as an experiment the city purchase 
this typical block at assessed valuation, remodel it, and then sell it. 

This can be done under present laws of condemnation proceedings and to be 
set up as a pattern to be followed by banks, loaning institutions, and owners for 
the general cleanup of the largest city of the Nation to a point of attractiveness 
it has once enjoyed. 

FHA long-term credit arrangements should be applied throughout the city 
for improvement loans which are now restricted to 3-year payments, while in 
suburban areas plumbing, heating, kitchen equipment, washing machines, re- 
frigerators, and so forth are boxed or housed in with 20 to 30 years to pay via 
long-term mortgage loan. 
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For example, a framed suburban jnouse is sold for $12,000 with an FHA mort- 
gage loan of $9,000, appraised by fire insurance for $8,000. 

An apartment house with 12-inch brick walls 35 years old, substantially con- 
structed, containing 100 rooms, is appraised by fire-insurance companies at 
$150,000 above the foundation exclusive of the cost of the land, now requiring 
new heating equipment and new rustless water-supply lines at a cost of $15,000, 
restricted with FHA payments of 3 years’ duration or $5,000 annually, with a 
rent-restricted income, the owner is unable to accumulate sufficient enough re- 
serve to carry out this urgently required improvement, with the consequent 
accelerated housing deterioration throughout the city. 

Here we have a challenge and a tremendous opportunity to reconstruct and 
clean up the city and sustain its assets and contribute substantially to snow- 
balling our national economy in the right direction. 


HOUSEHOLD FINANCE Corp., 
Philadelphia 3, April 13, 1954. 
Hon. Homer E. CAPEHAR?, 
Chairman, Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: Section 224 of the proposed Housing Act of 1954 now pending 
before the Senate Banking and Currency Committee of which you are chairman 
is a source of serious concern to our company, and to the consumer finance indus- 
try asa whole. Briefly, that section would extend the benefits of FHA mortgage 
insurance to advances made under the terms of the so-called open-end mortgage. 

While we would be among the first to recognize the part which the FHA pro- 
gram has played in providing needed housing for millions of American families, 
we are exceedingly anxious that the program be limited to the housing field, 
and not extended so as to invade areas now adequately serviced by private enter- 
prise free of cost and responsibility to the Federal Government. 

In the past we have seen the open-end conventional mortgage used as a device 
whereby lending institutions, primarily concerned with—and indeed by law 
limited to—investments in loans secured by real estate, have invaded fields which 
are adequately and traditionally served by banks, sales finance companies, and 
the consumer finance organizations. The advertisement attached, taken from 
the Minneapolis Morning Tribune of March 22, 1954, presents a case in point. 
Here is a savings and loan association using the open-end mortgage for security 
in connection with the financing of appliances and cars, and for other purposes 
far removed from home improvement. 

Without considering the important question of whether it is desirable from a 
social point of view that the family homestead be put in jeopardy for such 
extraneous purchases as automobiles, washing machines, and television sets, 
we feel certain that neither the Housing Administrator nor the Congress intends 
that Federal mortgage insurance should extend to advances made for any pur- 
pose save the actual physical improvement of the real property covered by the 
mortgage. 

Section 224 leaves room for gross abuse, both in administration and on the 
part of the lending institutions which would operate under its provisions. We 
strongly urge that the section be eliminated from the act; or at the very least so 
restricted in language that it cannot inure to the benefit of any lending institu- 
tion making advances for any purpose other than actual and needed substantial 
improvement to the realty covered by the mortgage itself. We hope that you 
will join in supporting the necessary change. 

Sincerely yours, 
Asa B. Groves, Jr., 
Regional Director of Public Relations. 





{Minneapolis Morning Tribune, March 22, 1954) 
Here's WHAT AN OPEN-END MortGaGe WILL Do ror You 


A Twin City Federal open-end mortgage will help you to finance a home. 
Later it will help you to borrow money for some other worthwhile purpose. 
It works this way— 
1. Through the open-end feature of your mortgage you can borrow more 
money from time to time as the principal is reduced. 
2. There is no refinancing of your mortgage so you can borrow even large 
sums quickly and without red tape. 
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3. The fee for modifying your mortgage is moderate in comparison ty 
average refinancing costs and interest rates are low compared with those 
on short-term installment loans. 

4. You borrow the additional money for the life of your mortgage or 
longer, so the monthly payments are small. 

5. Borrowing money through the open-end feature of your Twin City 
Federal open-end mortgage is the easy, economical, quick way to finance 
appliances, car, education for your children, home improvement and similar 
projects. 

Stop in or cal! for detailed information. 
Nore: If you already have a Twin City Federal mortgage, other than FHA or 

GI, you can take advantage of this open-end feature now. 


Twin Crry FEeperal 
SAVINGS AND LOAN 


Twin City Federal Building, Sth and Marquette, Minneapolis (Home Office) 
Twin City Federal Building, 6th and Robert, St. Paul 


Leading home financing institution in the Northwest 


ScorrsspurG, IND., April 14, 1954. 
Senator Homer CAPEHART, 
Senate Office Building, Washinyton, D. C.: 

We understand §. 2938 is being considered now by the Senate Banking and 
Currency Committee. Section 201 and 201 (1) increasing interest rates on 
home loans and section 801, eliminating veterans’ preference in purchasing 
permanent war housing will we feel be detrimental to the best interests of our 
veterans and their families. We earnestly request the elimination of these 
sections from 8. 2938. May we have your support in this matter. 

May Biunt, 
Legislative Chairman, Indiana American Legion Auviliary. 


NATIONAL APARTMENT OWNERS ASSOCIATION, INC., 
Washington 6, D. C., April 13, 1954. 
Re housing bill 
Hon. Homer E. CaPeHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Deak SENATOR CAPEHART: The National Housing Conference testified that our 
economy could absorb an astronomical number of housing units over the next 15 
years. As a part of their supporting testimony they presented a study on 
housing needs, 1955-70 prepared by Dr. Wheaton. 

The National Apartment Owners Association’s position is diametrically op- 
posed stating that any increase in construction of housing could soon cause 
such a glut of housing that values of our present housing would drop thus 
bringing on a serious real estate depression. The enclosed is an answer to 
Dr. Wheaton’s study. 

Should there be any further information that you might request on this prob- 
lem, please be sure and let us know. 

Sincerely, 
HENRY DULAURENCE. 


NATIONAL APARTMENT OWNERS ASSOCIATION, INO. 
Washington, D. C., April 8, 1954. 


Re housing bill. Answer to Dr. Wheaton’s study on Housing Needs, 155-70. 
SENATE BANKING AND CURRENCY COMMITTEE, 
United States Senate, Washington, D. C. 

GENTLEMEN : The National Housing Conference testified before both the Senate 
and House Banking and Currency Committees on the housing bill now being 
considered. The testimony given by the conference variously indicated that our 
economy could absorb no less than 2 million housing units per year. The 
National Apartment Owners Association’s position is diametrically opposed 
stating that any increase in construction of housing could soon cause such a 
glut of housing that values of our present housing would drop yery seriously 
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thus bringing on a real estate depression with all its attendant undesirable 
ramifications. 

They presented as a part of their evidence a study known as A Preliminary 
Estimate of Housing Needs, 1955-70 in order to support their contentions. This 
was prepared for the National Housing Conference by Dr. Wm. L. C. Wheaton, 
professor of city planning, University of Pennsylvania. 

Dr. Wheaton, pyramiding five assumptions, came up with some astronomical 
figures on estimates for our housing needs for 1955-70. The resulting economic 
projections remind me of the starry eyed confidence a school boy has in his 
simple formula for becoming a millionaire by letting rabbits do what comes 
naturally. 

Dr. Wheaton is very frank in stating that his entire case is made on five as- 
sumptions and it might be pointed out, assumptions that supported the writer’s 
views rather than actual statistical experience of the past. Actually the as- 
sumptions were based on projections which assumed the continuation of the 
high recent economic activity, continuation of unusual population growth, and 
continuation of preparedness for war, all for the next 15 years. The author in his 
position should certainly have some understanding of the danger of projections. 
Anyone familiar with the use of projections would understand that they repre- 
sent not probabilities but possibilities. 

On page 2 of this study you will find the assumptions upon which this study is 
made and is frankly headed “Assumptions of this study.” Let us consider the 
basis for this study to determine the amount of value that can be given to its 
deductions. 

The assumptions of this study are as follows: 

1. “Continued expansion of our economy at a steady rate, full employment 
and a continuing increase in productivity.” It is unfortunate that Dr. Wheaton 
is not an economist. If he were, he would understand that it is impossible to 
expand from the top of an economy, expand on full employment when we al- 
ready have full employment and have continued increases in productivity when 
surpluses are developing everywhere. The economy of 1952 and 1953 can scarcely 
be considered as normal by anyone but the most rabid of optimists. To base 
predictions not only on the continuation but the expansion of such an abnormal 
economy for the next 15 years shows the utmost disregard and lack of under- 
standing of normal economic processes and the normal equational activities of 
a large population such as we are considering. 

The second assumption on which this study is made: 

2. “Expenditures for national defense no greater than those for 1953 and 
1954." The writer proceeds to assume that we shall continue to expend in the 
neighborhood of 60 or 65 billion dollars for national defense for the next 15 or 
16 years. It is generally agreed by both parties and both Houses of Congress 
that expenditures for national defense should and have already begun to taper 
and that in no event shall it be necessary to continue such large expenditures for 
national defense beyond the next 2 or 3 years. This “study” fails to take into 
consideration that under normal economic processes the continued expenditure 
of such large sums of money into nonproductive and nonconsumer goods over 
any long period of time would eventually force us into a lower standard of living 
and all the five assumptions on which this study is based would be worthless. 

Another assumption upon which this study was made is as follows: 

3. “Continued high increase in population and family formation in keeping 
with a prosperous economy.” As a student of city planning, Dr. Wheaton cer- 
tainly must be acquainted with the patterns of population increases dependent 
on the variations in age of population. These findings bear out recent statistics 
which indicate that our very fast population growth of the last few years will 
subside as our married population ages. 

Dr. Wheaton assumes that family formation will continue at the rate for the 
last few years. Past population increases of this country would not so indicate. 
If Dr. Wheaton checks his statistics he will find that these particular phenomena 
are always present before, during and shortly after war years but that in no 
way can they be considered as representing the normal growth of a nation’s 
population except for short periods of time. 

Another assumption that was made was that family formation would con- 
tinue to grow because of a prosperous economy. Statistics seem to indicate that 
Dr. Wheaton’s assumption is wrong. The greatest family formation (by mar- 
riage) occurred in 1946. Ever since that time marriages have been declining in 
spite of the fact that we have had a prosperous and expanding economy since that 
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time. At the present time they are at their lowest point in 15 years. Single 
person family formation was primarily caused by an unusual and unsound 
economic practice; namely, rent control. Due to the fact that rents were held 
down while wages increased, rents became the cheapest item of our economy. 
The result was that many single person families were formed who under normal 
economic conditions would not be living alone. Since the end of rent control 
this economic inequality has been correcting itself and will continue to do so 
until rents reach their proper economic level. Recent reports indicate that as 
rents reach a sound economic level the number of single family persons has been 
decreasing rather than increasing. 

We have now considered the three most important assumptions used as a 
foundation for this “study.” The assumptions themselves are so interdependent 
that the failure of one would result in conclusions which were valueless. With 
three assumptions failing to bear any weight the value of this study is not hard to 
determine. If this study has any value whatsoever, it is in the parts referring 
to our needs of the 1970’s. If I were to make an assumption of my own, I would 
say that the author had not lived through the real estate depression of the 1930's. 
The danger of such forecasting is self-evident. This same “study” could well 
have been made in 1929 and would have been right as far as 1946 is concerned. 
In the meantime, however, we have had one of the most serious real estate de- 
pressions in the entire history of our country. The same may well happen in the 
1950's before the predictions of the 1970’s come true. Every precaution should be 
taken to prevent overoptimism on housing needs which in turn could cause an- 
other real estate depression. 

Dr. Wheaton makes two more assumptions upon which this study is made. 

No. 4 is the assumption that American people have a desire for a higher stand- 
ard of living, including higher housing standards. I believe that this may be 
true as a rough generality, but still is not true of every sector of our population. 
It is interesting to note that in most parts of the country people spend more for 
automobiles than they do for their housing. Under such circumstances, I am not 
overly impressed with the claim that people are in dire need of higher housing 
standards because they do not conform their wants by purchaser preference. 
There is a certain large portion of our population, found especially in some of 
our minority groups, that prefer Cadillacs to good housing and fancy TV’s to an 
additional room in which to live. Perhaps I cannot comprehend Dr. Wheaton’s 
sense of values but I fail to be impressed with the person who loudly proclaims 
that the Government owes him a home for $45 a month when he gladly pays $75 
a month for the maintenance of his bright and shiny car. 

The next assumption for this study is No. 5, 

This states that there will be an “extension and expansion of Federal and local 
aids to housing to assist in achieving these goals.” The present bill is very 
generous and free in its provisions for assisting people to purchase homes of their 
own. The new bill goes even further and provides for the construction and 
some 100 percent financing in purchase of homes, Just how the Federal and local 
governments can continue to extend and expand their aids to housing over and 
beyond these provisions in the next 15 or 16 years cannot be foreseen. Even under 
the previous bill almost anyone wanting a home and willing to buy one they 
could afford had every opportunity to do so under the most minimum of down 
payments. Perhaps Dr. Wheaton can explain how we can continue to increase 
the hypodermic dose year in and year out over and beyond these generous pro- 
visions. 

All through this study Dr. Wheaton seemingly has made assumptions based 
not on facts but on arbitrary decisions. This study spends a great deal of time 
telling us what people would prefer to live in, how they would prefer to live and 
where. In no place does he seem to consider just how people are going to pay 
for these living quarters. The writer did not so state, but we hope that an- 
other one of his assumptions is that we will continue under our present economic 
system. If this is so, then the ability to pay is certainly a most important 
question which he has failed to answer. 

In table I he attempts to show the number of units required for definite reasons. 
He makes three estimates. The lower estimate is 22,500,000, the highest estimate 
40,600,000. I would like to suggest to Dr. Wheaton that this sort of guessing is 
not only worthless but dangerous. A mistake in the requirements of family 
units of 18 million would make a vacancy factor of 30 percent in our housing 
units which would cause the greatest depreciation in the values of property in 
our history. An oversupply of this much housing would cause the biggest known 
real-estate depression and would make every mortgage and every real-estate bond 
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held by banks and insurance companies practically worthless. The depression 
of the 1930’s had a vacancy factor of less than 10 percent at its highest point. 
What would happen with a 30 percent vacancy factor? 

If we go through the entire study we will find one assumption after another. 
Assumptions that are arbitrary and reflect the opinions of the author. On page 
5 he states that farm and country homes which lacked running water should be 
considered substandard. Farmers have been sufficiently well off in our economy 
of the last 11 or 12 years to rectify this problem themselves if they con- 
sidered this as substandard housing. The fact that they haven't done anything 
ahout it would seem to indicate that they themselves do not agree with the 
author, although Dr. Wheaton attempts to set certain standards for them. The 
author further presumes that most of the 10 million nonfarm housing units in 
the country which lacked running water themselves were substandard. Arbi- 
trarily he determines that a large portion of these, at least 50 percent, must be 
demolished. He fails to mention that most of these are found in rural com- 
munities and in rural areas of metropolitan counties, and that only a small 
portion of these can be found inside of the core cities of the standard metro- 
politan areas where homes are dilapidated and urban renewal is necessary. 

In table II we are given the number of housing units requiring replacement. 
The figures in this table apparently are arbitrarily determined by the writer 
because no reasons for them are given nor can they be determined from any of 
the statistics found on housing. 

On page 6 the writer makes an assumption as to the number of homes which 
have to be replaced, the number of families which would like to be undoubled 
and the number of single persons who would like to live alone. The writer 
also makes assumptions as to what he believes should be the occupancy per 
room. He further assumes that 5-person families should not be forced to live 
in 2-bedroom homes. Apparently these are arbitrary conclusions reached by 
the writer for no reasons or supporting evidence is included or even suggested. 

However, it is needless for me to consider the report page by page and para- 
graph by paragraph. A great many discrepancies could be found by this sort 
of scrutiny. However, I feel that this is unnecessary in view of the fact that 
the writer has already admitted the assumptions which he used as a basis for 
this study; assumptions which from available statistics and experience seem to 
be without merit. 

Should there be any questions or further information required by any members 
of the committee, we shall be only too glad to furnish this upon request. 

Sincerely, 
Henry DULAURENCE. 





NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF CoLorED PEOPLE, 
Washington, D. C., April 15, 1954. 
Hon. Homer CAPEHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


My Dear Senator CAPEHART: We will appreciate it if you will include this 
letter in the record of hearings on S. 2938. 

Mr. Albert M. Cole, Administrator of the Housing and Home Finance Agency, 
in a letter dated April 6 has expressed the opinion that an amendment which 
would provide “mortgage commitments under all FHA titles to be issued to all 
segments of the population on the basis of their share of the effective housing 
demand” would be class legislation. 

The record will show that our organization did not offer the amendment Mr. 
Cole discusses. Therefore, we do not defend that particular proposal nor are we 
in favor of it. However, it is our opinion that Mr. Cole used this occasion to 
mislead the Senate Banking and Currency Committee on his Agency’s racial 
policy. In a 2\%4-page letter, he tries to give the impression that there is no need 
for legislation to insure fair treatment of minority groups. It is this that we 
wish to answer. 

In our appearance before your committee on Wednesday, March 24, we offered 
an amendment which is as follows: 

“The aids and powers made available under the several titles of this act are 
not to be conditioned or limited in any way on account of race, religion, or 
national origin of builders, lenders, renters, buyers, or families to be benefited.” 

Unless this mendment is made part of the law, the housing agencies will con- 
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tinue their present program of promoting racial segregation with the help of 
Federal funds. Despite protests and pleas, the housing agencies stubbornly in- 
_ on giving prompt approval to projects of all kinds which will be for whites 
only. 

The thoroughly dishonest aspect of the present housing policies is emphasized 
by the following statement which appears on page 2 of Mr. Cole’s letter: 

“Turning to the matter of administration, the FHA now requires that no dis- 
tinction whatever be made as to race, creed, or color on applications for mort- 
gage insurance and that underwriting considerations should recognize the right 
of equality of opportunity to receive the benefits of the mortgage insurance sys- 
tem and of obtaining adequate housing accommodations irrespective of race, 
color, creed, or national origin.” 

Every housing official, including Mr. Cole, knows that FHA-insured projects 
are designated as white or for colored at the time lenders agree to advance funds. 
Hence, the present policy forbids restrictive covenants in writing, but promotes 
exclusion from new housing through other types of agreements by the builders, 
lenders, and occupants. It is unlikely that the present housing officials will 
depart from this policy unless they are clearly instructed to do so by your 
committee. 

Mr. Cole, himself, offers the best hint on what the future policies will be like. 
On page 3 of his letter he states that: 

“If after a reasonable period of time I am not satisfied with the progress 
being made, I want to make it perfectly plain that I would have no hesitancy in 
recommending to the President that he use the authorities under title III of 
S. 2938 to give direct, special assistance to housing for minority families.” 

In other words, Mr. Cole at the opening of his letter says that he does not want 
the Congress to enact class legislation, but he does favor in the closing of his 
letter class regulations established by the President. 

The National Association for the Advancement of Colored People strongly 
opposes a program which would isolate minority group families from the main 
stream of American life. 

Under Mr. Cole’s plan, developments like the all-white Levittown, Pa., project 
referred to in our testimony would remain for whites only, but, in addition, the 
Federal Government would build an all-colored community as a means of pro- 
viding housing for those who are denied the right to live in the present Levittown 
development solely because of race. 

This is the doctrine of appeasement and expediency. It is totally unworthy 
of our country. 

It is clear that, unless your committee and the Congress include safeguards 
against discrimination in 8S. 2988, the fine pronouncements by the President will 
never be implemented by the housing agencies. Therefore, we urge that your 
committee include the amendment that we suggested in our testimony. 

Sincerely yours, 
CLARENCE MITCHELL, 
Director, Washington Bureau. 


PirrsBurGH, Pa., April 15, 1954. 
Hon. HoMerR CAPEHART, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C.: 


The board of directors of the Pittsburgh Housing Association, member of the 
Community Chest, Pittsburgh, Pa., at its meeting on April 14 voted unanimously 
to ask you to support a greatly expanded program of public housing to meet the 
need and otherwise to support the President’s housing program, including the 
FHA provisions. Despite the disclosure of a need for reforms in the FHA, the 
institution is a vitally necessary part of a comprehensive housing program for 
the American people. 

JoHNn C, R. KELty, 
President. 
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SuMMARY STATEMENT OF RICHMOND, CALIF., PROPOSAL IN CONNECTION WITH 
AMENDMENT TO 1954 Hovustne Act 


PBOBLEM 


Federally owned structures on lands acquired by the Government through 
leasehold condemnation occupy the only large tract in Richmond, Calif., available 
to rehouse the 8,000 families who will be displaced as a result of the Govern- 
ment’s scheduled program to remove all temporary war housing here. There 
is no other land of any significance within the city. The problem is to assemble 
titles to these lands so that such displaced families may be rehoused in Rich- 
mond at reasonable rentals and sales prices. 

Details of proposal are contained in Dana Murdock’s letters to Albert M 
Cole dated January 21 and March 17, 1954, and map showing Federal leaseheld 
lands and anticipated order of acquisition. 


REASONS FOR PROPOSED LEGISLATION 


1. Private land developers are unable to assemble such lands because of 

(a) Diversity of ownership (predominantly nonresident and frequently 
unknown) ; 

(b) Titles are clouded with liens for taxes, street improvements and other 
causes: and 

(c) Obsolete plattage of land into 25-foot lots (record owner after adoption of 
our building code and zoning ordinance must have at least a 40-foot lot) ; 

(d) 1912-42 history of area supports above facts. 

2. The Redevelopment Agency of Richmond is unable to assemble such lands 
within sufficient time because of delays under State law—the city’s redevelop- 
ment agency under its power of condemnation may obtain title and right of 
entry only after final award and judgment, which process cannot be started 
until plans are perfected, public hearings held, and a reasonable opportunity 
granted to owners to develop and participate in accordance with the approved 
municipal plan. (Although the granting of such an opportunity would actually 
be futile in Richmond's case because of the diversity of ownership a considerable 
period of time will lapse before this could be fully proven.) It is estimated that 
these preliminary steps may take up to 2 years while the judicial proceedings 
may take an additional period of years. 

3. Assemblage of titles through Federal condemnation is the only practical 
way that Richmond’s problem can be met. 

(a) Section 605 (a) of the Lanham Act authorizes the condemnation in fee 
simple of lands previously held by the Government in leasehold. However, the 
legislative history of that section reveals that the type of case intended to be 
covered will not fit the Richmond situation. 

(b) Section 405 of the Defense Housing and Community Facilities and 
Services Act of 1951 authorized condemnation of the lands in the Richmond-E! 
Cerrito area for substantially the same purposes as are herein requested. Section 
405 was not used because of the freeze on removal of temporary housing in 
Richmond during the Korean war and because that section was inadvertently 
allowed to die when title IV of the Defense Housing and Community Facilities 
and Services Act of 1951 expired on June 30, 1953. 

(c) The proposed legislation is intended to broaden the Housing Administra- 
tor’s powers to include one additional purpose for condemning Federal lease- 
held lands occupied by temporary was housing previously covered by section 405 
of the Defense Housing and Community Facilities and Services Act of 1951. 

(d) The legislation contains specific safeguards to assure that the local com- 
munity will pay to the Federal Government the estimated cost of acquiring 
the fee interest, including an estimated amount to cover legal and overhead 
expenses of such acquisition and the Administrator's authority in such mat- 
ters will be discretionary and dependent upon his finding that such acquisition 
will as a matter of fact expedite the disposal or removal of temporary housing 
under his jurisdiction by facilitating the availability of improved sites for 
privately owned housing needed to replace such temporary housing. Other 
safeguards are set forth in the proposed legislation. 

(e) There are and will be in the future no appreciable number of usable 
vacancies in public or private housing in the Richmond area where these 8,000 
temporarily housed families can be permanently or even for a short time located 
during the period of the Government’s scheduled removal of temporary hous- 
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ing. The only vacancies in public housing are in no-bedroom or 1-bedroom 
apartments. Most of these distressed families require 2, 3, or 4 bedrooms. 

(f) Owner participation—that is anyone who owns lands on which temporary 
war housing is situated—will be given ample opportunity to participate in the 
community plan to develop the area for predominantly residential uses, follow- 
ing and adhering to the principles of California redevelopment laws. As to 
such owners, who have indicated their intention to participate, title assemblage 
by the Federal Government will not be sought. 

(9) Title assemblage by the Federal Government will also not be sought as 
to any lands, whether vacant or improved with private homes or structures, 
which are interspersed between federally held leasehold lands occupied by tem- 
porary housing. 

(h) The steps in which it is presently anticipated acquisition of lands through 
use of Federal condemnation are indicated on the map previously supplied, 
which shows the substantial nature of the contiguous lands occupied by tem- 
porary war housing in Richmond. These buildings occupy approximately 425 
acres and are situated on approximately 6,000 separate lots. 

(i) Section 313 of the Lanham Act requires that Richmond’s temporary war 
housing be removed as promptly as may be practicable and in the public interest. 
In the absence of a plan to rehouse present tenants—the housing must be re- 
moved in accordance with law—Richmond must vacate the 3,000 families in 
divisions 4, 5, and 6 (as set forth in the map attached) within 6 months and 
the 5,000 families residing elsewhere in temporary war housing within 9 months. 
Since the titles to these lands are not marketable and cannot be assembled 
we would in effect be telling these 8,000 families “to get out of town” or “go 
somewhere else” (should the proposed legislation not pass). This result is 
neither practicable nor in the public interest. The proposed legislation will 
permit assemblage of titles so that as each temporary war dwelling is removed 
a new permanent home will be built. These homes will be within the rental 
and purchase abilities of the displaced families. Removal of temporary hous- 
ing in such manner will be in accordance with the intent of Congress when it 
enacted section 313 of the Lanham Act. Safeguards may be imposed by the 
Housing Administrator to guarantee faithful performance of the statutory re- 
location responsibilities of the Government and to provide that displaced families 
will be guaranteed priorities in the new and permanent homes. 


FEDERAL INTEREST OR PURPOSE 


Removal of temporary war housing is admittedly a valid and legitimate ob- 
jective. Use of condemnation to assemble titles—as outlined before—is neces- 
sary to accomplish this purpose as promptly as may be practicable and “in the 
public interest and is a reasonable and justifiable means to accomplish such 
objective. Such Federal purpose and the means to accomplish it through title 
assemblage—as the first step before private, permanent homes can be built to 
relocate displaced families—is supported by other important and substantial 
Federal financial interests. The proposed legislation will make possible a much 
speedier removal of temporary housing and a much earlier redevelopment of an 
extremely blighted areas at no cost to the Federal Government. In the absence 
of the proposed legislation the removal of the temporary housing would be 
delayed by many years; the area would be further blighted because it is not 
economically feasible to maintain in good condition housing which is slated for 
removal and eventually the Federal Government would probably be called upon 
(under the provisions of title I of the Housing Act of 1949) to bear two-thirds of 
the cost of land acquisition and blight removal which has been conservatively 
estimated to be in the neighborhood of $3 million. 

Other Federal interests and considerations arise uniquely in Richmond since 
the very origin of the elements of blight now present in the community was the 
provision during World War II of the vast number of temporary federally 
owned structures designed for occupancy for a relatively short period of time— 
now long since passed. This Federal interest and governmental consideration 
has been cited by the President’s Advisory Committee for Slum Clearance and 
for the removal and prevention of urban blight and these are, of course, doubly 
applicable in the case of Richmond. It has been pointed out that the im- 
portance of these interests and responsibilities constituted ample justification 
for broadening, to cover the special case of Richmond the powers of condemna- 
tion already contained in the Lanham Act in section 605 (a). 
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PLAN IN OPERATION 


The Federal Government (Housing Administrator) may enter into an agree- 
ment with the Richmond Redevelopment Agency whereunder the Federal Gov- 
ernment will institute condemnation proceedings on all or a portion of the land 
now held by it under use and occupancy or leasehold condemnation and used 
for war housing. Upon declaration that any or all such areas are surplus to 
the needs of public-housing use, such lands and the improvements shall be con- 
veyed to the Richmond Redevelopment Agency for a price to be determined by 
the Administrator to be fair and reasonable—but not less than the estimated 
cost to the Government, including legal and overhead expenses, which sum the 
Administrator may require to be put up as a condition precedent to the insti- 
tution of the condemnation proceedings. 

Upon the filing of a declaration of taking the local title, companies will insure 
a present, marketable title, subject only to eventual disposition of the temporary 
Lanham war housing. 

Assemblage of land and the obtaining of marketable title can in this manner 
be assured simultaneously, thereby permitting a much speedier method of dis- 
position of temporary housing and relocation of families than would otherwise 
be available. 

Upon assemblage of marketable titles, private enterprise will be able to re- 
house most of the 8,000 displaced families in permanent, new homes—in 
accordance with the self-determined plans of the community. 

The readymade market for the sale or rental of privately constructed homes 
at reasonable prices and rentals, resulting from the temporary war housing 
removal schedule will, once the land-assembly problem is solved, assure con- 
struction by private builders, which in turn will make possible the relocation 
of families and the removal of the temporary public housing. 


-_ 


Ciry or St. Lovurs, Mo., April 8, 1954. 
Hon. Stuart SYMINGTON, 
Senate Office Building, Washington, D. C. 

Dear Senator SYMineron: I would appreciate your assistance in securing 
passage of the Housing Act of 1954. 

It should be pointed out that if we are to have an urban-renewal program as 
contemplated under title IV, that the relocation problem will become more 
critical, which points up the need for a public, low-cost housing program, as 
well as a more workable version of section 221. It appears to me that the 
$7,000 maximum mortgage insurance proposed is unrealistic. 

I feel that the slum clearance and redevelopment program is essential. It 
should continue, and a city should not be precluded from receiving Federal 
assistance because at the time of its application it is not in a position to under- 
take treatment of a much larger area of urban renewal. 

You are aware of our needs and from your vantage point, I am sure you 
can readily determine whether they are being met. 

Sincerely yours, 
RAYMOND R. TucKer, Mayor. 





VETERANS OF ForEIGN WaAks OF THE UNITED STATES, 
Kansas City, Mo., April 8, 1954. 
Hon. Homer E. CapeHAnt, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington, D. C. 

Dear Senator CaPeHArT: I am writing to express the views of the Veterans of 
Foreign Wars in regard to the transfer of certain technical functions of the 
VA home loan program to the Federal Housing Administration. 

The Veterans of Foreign Wars is definitely o)posed to the transfer of any 
such functions by legislation. We do not have an official position established 
by national encampment mandate on the transfer of technical functions by an 
interagency agreement. In the absence of such a mandate our national officers 
have taken the position that we would not oppose such an administrative transfer 
on a trial basis subject to the following conditions: 
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1. That the transfer would be limited to the functions of market analysis, land 
planning, valuation and appraisal, minimum property, and construction stand- 
ards, and property inspection. 

2. That the transfer would eliminate duplication of functions and would re 
sult in worthwhile savings to the Federal Government. 

3. That the transfer would not impair efficient operation of the VA housing 
program. 

4. That the transfer would be subject to revocation by either agency at any 
time and that it would preserve the operation of the VA program in accordance 
with the best interests of veterans. 

It is entirely possible that a thorough consideration of the matter may reveal 
the impossibility of transfering technical functions within the limitations above 
noted. In that case, we request your consideration of our views to the end that 
the VA home loan program may continue to operate as a real benefit and service 
to our Nation’s veterans. 

Respectfully yours, 
Omar B. Kercuvuwy, Director, 
National Legislative Service. 


HOUSING AND HoME FINANCE AGENCY 


Permanent nonfarm dwelling units started, 1946-54 
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Month | 1946 | 1947 | 1948 | 1949 1950 1951 1952 1953 1954 
| | 
Set ere ee ae eee, ePaper ene “ly Saree met 
Total. 670, 500 |849, 000 |931, 600 |1,025, 100 |1, 396,000 |1,091, 300 |1, 127,000 |1, 106,000 |_- 
| | _ | - - - SS = 
January 37, 500 | 39,300 | 53, 500 50, 000 | 78, 700 85, 900 #4, 900 72, 100 | ' 65,000 
February. 42,400 | 42,800 | 50,100 | 50, 400 82,900 | 80,600 77, 700 79, 200 | ' 73, 000 
March___. | 62,000 | 56,000 | 76,400 | 69,400 | 117,300 93,800 | 103,900 | 105/800 | 
April... i 67,000 | 67,100 | 99,500 | 88,300 | 133,400 | 96,200 | 106,200 | 111,400 | 
May : | 67, 100 | 72,900 |100,300 | 95,400 | 2149,100 | 101,000 | 109,600 | 108,300 
June 64,100 | 77,200 | 97,800 | 95,500 | 144,300 | 132,500 | 103,500} 104, 600 
July... | 62,600 | 81,100 | 95,000 | 96,100 | 144,400 | 90.500 | 102,600 96, 700 | 
August _.| 65,400 | 86,300 | 86,700 | 99,000 | 141,900 | 89,100 99, 100 93, 200 | 
September _. 57,600 | 93,800 | 82,300 | 102,900 | 120, 600 96, 400 100, 800 | 95, 100 |... a 
October | 57,800 | 94,000 | 73,400 | 104,300 | 102,500 90,000 | 101,100 | 90,100 
November 47,700 | 79,700 | 63, 700 | 87,300 74, 500 86, 100 81, 500 opoub> 
December 39, 300 58, 800 | 52, 900 93, 600 60, 800 71, 500 | 168,000 |. .... 
i | | | | 





1 Preliminary. 2 All-time high. 


Boeckh indexes of dwelling unit construction cost (residences) , 1946-54 


{1947-49 = 100) 











Month 1946 1947 | 1948 | 1949 | 1950 1951 | 1952 1953 1954 
2 fs aa ie gee aes hie eae 
| | | | j 
Year 77.0 93.2] 104.8] 102.1] 107.7] 1160] 119.1] 121.2] 
January 7 84.5] 101.0/ 105.1 | 101.2] 114.0] 117.7] 120.1] 120.4 
February 7 85.6] 101.4] 105.2) 102.2] 115.3] 117.6] 120.1] 119.5 
March 73. 5 90.6 | 101.7 104.3 103.0} 115.5] 117.6 120.3 
April 73.9 91.3 | 103.2} 103.8] 103.5] 115.6} 118.0] 120.4 
May 75.6 92.0} 103.9] 102.2] 106.7] 116.2] 1183] 120.8] 
June 76.9 98.1] 105.0] 102.0] 108.0] 1162] 119.4] 121.5} 
July 77.0| 94.3] 1061} 999] 109.8] 115.8] 1198 ]1122.4 |} 
August . 78.9] 95.3) 106.9) 99.4] 111.8[ 115.9) 120.2] 122.1}. 
September 79.7 95.5 | 107.8} 100.0) 111.6) 116.6] 120.4] 121.9].. 
October 80.4| 97.8| 107.9] 100.9} 111.0} 117.2] 120.2] 121.4] 
November. 80.8} 98.1} 107.2} 101.2] 111.0] 117.2] 119.8] 121.5] 
December 82.7 99.6} 105.3 101.0 | 112.6] 116.7 119.8; 121.3 |. 
} ! 


1 All-time high. 


Source: Housing and Home Finance Agency, Apr. 9, 1954. 
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Joint STATEMENT oF Forp Q. ELvinece, GOVERNOR OF GUAM AND A. B. Won Pat 
SPEAKER OF THE GUAM LEGISLATURE 


Guam suffered the ravages of occupation by the Imperial Japanese forces begin- 
ning in 1941 and continuing until July 21, 1944. This occupation was preceded 
by bombing and as a result of this destruction and the reoccupation of the island 
by American forces, all of the housing facilities on the island were completely 
destroyed. 

Since 1944 and continuing to date the people of the island have been completely 
displaced not only by the bombing and shelling of the island but also as a result 
of wholesale land takings by the military agencies of the United States Govern- 
ment equaling approximately 30 percent of the total land area, 

As a result, the people of Guam are for the most part living in temporary 
shacks built out of dunnage or waste materials and some quonset huts declared 
surplus by the military. It is true that a few permanent homes have been re- 
cently built but these have been limited to situations where the owners have been 
able to pay cash or have on an individual basis been able to obtain FHA financing 
of a sort. 

Normal home financing is unavailable to most persons on the island. The exist- 
ing lending institution has failed to make maximum loans either as to amount or 
as to length of time in spite of FHA insurance. As a consequence only approxi- 
mately 50 FHA loans have been made in the entire time this agency has been in 
existence in Guam. No large-scale projects of any kind have been constructed 
for the civilian population. 

According to the most conservative estimates by Federal housing agencies 
there is an immediate urgent need for a minimum of 1,600 housing units. Repre- 
sentative citizens and residents of Guam believe that the immediate need for 
housing is not less than 3,500 housing units. They point out that at least 95 
percent of all housing on Guam is substandard and should be replaced when 
financing is available. Sewer systems are practically nonexistent and this 
coupled with the lack of other facilities undoubtedly contributes to existing health 
preblems, particularly the high incidence of tuberculosis. 

The need for housing is, therefore, acute and this includes projects of all types 
which will provide housing for individual ownership as well as rental units. 
Employees of all agencies of the Federal Government require this housing as 
well as the local population. The military forces and their civilian employees 
need housing, employees of the Immigration Service, Geodetic Survey, CAA, and 
Justice Department are not adequately or even comfortably housed and employees 
of the Government of Guam are likewise without these facilities. 

To alleviate and correct the situation in Guam it is necessary that Congress 
give serious consideration to special provisions in the statutes to overcome these 
special circumstances. The specific solution is to provide for the purchase of 
FHA insured mortgages on Guam by the Federal National Mortgage Association 
at par, since without this provision for purchase the lending institution will not 
make the necessary loans which can be insured. In other words, construction 
loans preceding the FHA commitment can be obtained if the lender is assured that 
upon the commitment being issued the obligation can be sold. Guam and its 
civilian status being so new, the private financial institutions will not purchase 
these obligations and, therefore, Federal purchase is needed until the market is 
established. Since there is no competitive market, purchases at less than par 
would be ineffective to solve the problem. 

All of the foregoing results can be accomplished by a simple amendment to 
H. R. 7839 (S. 2938) to provide at least $15 million as a special assistance fund 
for the purchase at par of FHA insured mortgages in Guam. It is most respect- 
fully requested that such an amendment be made. 


CHRIST CHURCH IN PHILADELPHIA, 
Philadelphia 6, Pa., April 8, 1954. 
Hon. HoMer E. CAPEHART, 
Senate Office Building, Washington, D. C. 

Dear SENATOR CAPEHART: From the information available to me, it seems that 
the only hope for the restoration of the housing program lies in your committee. 
This is to say that I hope very much that your committee will do everything 
possible to continue this very necessary part of the President’s program. 

Respectfully yours, 
E. A. pe BorpeENave, Rector. 
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FAMILY SeRVICE OF THE 
MAIN LINE FEDERATION OF CHURCHES, INc., 
Ardmore, Pa., April 7, 1954. 
Hon. HoMer E. CaPEHART, 
Chairman, Senate Banking and Currency Committce, 
Senate Office Building, Washington, D. C. 


My DrAr SENATOR CAPEHART: As executive secretary of a family service 


agency which has opportunity to see examples of the exceedingly inadequate 
housing which is all that is available to people in the low-income level, I re- 
spectfully urge that your committee recommend, in favor of providing for ade- 
quate units of public, low-cost housing as recommended by President Eisenhower. 
I understand that your Senate bill S. 2988 does not provide for 140,000 such 
units and I believe, that it is definitely in the people’s interests to continue this 
program. 


Sincerely yours, 
Rospert M. MYErs, 


Ewecutive Secretary. 


MANHATTAN CouNcit FoR Sociat PLANNING, 
New York 10, N. ¥., April 9, 1954. 
Hon. Homer E. CAPEHART, 
Senate Committee on Banking and Currency, 
Senate Office Building, Washington 25, D. C. 

My Dear SENATOR CAPEHART: The East Harlem Council for Community Plan- 
ning of the Welfare and Health Council of New York City urge you to support 
the President’s program on housing and to help the passage of Senator Maybank’s 
amendment on public housing. 

The members of our council include churches, schools, social, and health agen- 
cies, and organizations, libraries, and individuals who are keenly aware of the 
needs of this area. 

Many thousands of families of very low income live in badly deteriorated build- 
ings. Private industry cannot build to meet the needs of this group. The present 
housing bill makes no provision for densely populated, urban communities. 

There are three sites where commitments have been made for Federal housing. 
Two have been half started and a third has not yet been started. Since the 
sites are being cleared, it is important that housing be constructed to avoid fur- 
ther deterioration and difficulties to an already overburdened area. Legislation 
to fulfill these commitments is imperative. 

We hope you will do all you can to save this section of New York and other 
sections throughout the country that need this help. 

Very truly yours, 


MARYAL Knox, 
Chairman, Bast Harlem Council for Community Planning. 
MILDRED ZUCKER, 
Chairman, Housing Committee. 








a Ne Al RN 


ee —- 
iat. 2 


vice 
iate 

re- 
ide- 
ver. 
uch 
this 


lan- 
port 
uk’s 


yen- 
the 


lild 
sent 


‘ing. 

the 
fur- 
tion 


ther 





